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February 1, 2010

Representative Angus L.K. McKelvey, Chair

Representative Isaac W. Choy, Vice-Chair

House Committee on Economic Revitalization, Business, & Military Affairs
State Capitol

Honolulu, Hawaii 96813

Re:  HB 2284 Re: Relating to Real Property — Testimony in Support
Hearing Date: Tuesday, February 2, 2010, 8:30 AM, Room 312

Dear Representatives McKelvey, Choy and Members of the Committee:

My name is Robert Creps, and I am the Senior Vice President of Administration for Grace
Pacific Corporation, which holds five ground leases with affiliates of HRPT Properties Trust in
the Mapunapuna and Sand Island areas. I have also served as the President of the Citizens for
Fair Valuation since December 2007.

Act 189 was passed last year with a one year sunset provision, based on the belief that HRPT
needed a little more time to get its act together in the rent re-setting process. I am attaching a

letter from Mr. David Lepore of HRPT Properties Trust dated April 9, 2009 evidencing this
hope.

Based upon my personal observations, HRPT has yet to get their act together.

HRPT claims that Act 189 re-writes the lease contract. Nothing could be further from the truth. It
is HRPT who for the past two years has attempted to unilaterally change the language of our
leases.

HRPT claims that Act 189 precludes their ability to negotiate with lessees. Again, nothing could
be further from the truth. One year ago, prior to Act 189, there were more than 20 rent re-sets
pending with dates of January 1, 2009 and earlier. Today they all remain in limbo.

HRPT has not changed as they had promised.

We need Act 189 extended for five years.

[ respectfully request that you approve House Bill HB2284.

Thank you.

“An Equal Employment Opportunity Employer”




400 Centre Street, Newton, MA 02458-2076 tel: (617)332-3990  fax: 617-332-2261
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April 9, 2009

Robert Creps, Sr. VP
Hawaiian Bitumuls Paving
Grace Pacific Corp.
P.O.Box 78

Honolulu, HI 96810

Dear Mr. Creps:

I am the Chief Operating Officer and Senior Vice President of HRPT Properties Trust, and I
would like to share with you some recent developments regarding HRPT and the Hawaii office of its

affiliate and property manager Reit Management & Research LLC (RMR).

We have made a change in leadership, and for the interim Chris Woodard will be Acting Vice
President in charge of our Hawaii office. Chris has been with HRPT and its affiliates for five years
working in our headquarters office outside Boston and is highly respected throughout our organization.
He has been on the ground in Honolulu for the past 10 weeks and is committed to remain in place until
we fill the Hawaii Vice President role on a permanent basis. Chris can be reached by calling 808-599-

5800 or via email at cwoodard@reitmr.com.

Our Honolulu office is fully committed to meeting its goal of responding to any tenant inquiry
within one business day, and we are in the process of increasing our staffing levels to achieve this. [
would remind you that we have an emergency hotline for property management issues (808-945-1183).
Resolution of your request might take longer than one business day; however, you will receive a timely
return call or email to let you know that your issue is being addressed. In addition, if you have questions
regarding any upcoming rent re-opening, I encourage you to call our Honolulu office to schedule a

meeting.

Lalso would like to inform you of two changes in our policies regarding rent negotiations and
comparable market data. We no longer require tenants or potential tenants in our Qahu industrial market

to sign confidentiality agreements before entering negotiations for rent re-sets, lease renewals or new

A Maryland Real Estate Trust with transferable shares of beneficial interest listed on the New York Stock Exchange.
No shareholder, Trustee or officer is personally liable for any act or obligation of the Trust.



leases. In addition, going forward, we will release transaction comparables to commercial real estate
brokers and appraisers upon request, when contractually permitted. It is our hope that these changes will

help tenants make better informed decisions and result in a smoother renegotiation process for all parties.

For our James Campbell Industrial Park tenants, we will be opening an onsite office and
establishing regular business hours there. We will notify you when the office opens and of its hours of

operations in a subsequent letter.

We remain committed to supporting our Hawaii tenants and thank you for the opportunity to

strengthen our rejationship.

Best regards,

Duf) M ZLopre

David M. Lepore
Senior Vice President and Chief Operating Officer
HRPT Properties Trust
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February 1, 2010

Representalive Angus LK, Mekelvey, Char

Representative lssae W Chay, Viee-Chair

Hotse Committee on Eoononne Revialzaton. Rusiness. & Military Affairs
Swte Capilol

Honolulu, Hawan Q0813

Fe Iy 2284 Re. Relating o Real Property — Testimony in Support
Heaing Date: Tuesduy. Uebruary 2. 2010, 430 AM, Room 312

Dewr Representauyes MeKelvey, Choy and Members of the Committes:

I support passage of House Bilk HB2284 which is g hill o exiend Act 189 The purpese of the Actis 1o help
stahilize our ceonomy by setting parameters that will encourage open and transparent negoliation in long
term greund feases which suppart Hawaii®s eritical conunereiad und wdustoal busmess cotnnity, Aul
189 does net change the terms or Janguage of the leases In fact, Act 189 should strengthen the relationship
hetween lessor and lessae 1o 20090 Lepislative session, SB704 was passed by both House and Senate and
the Governor allowed it to Become law as Act 184

The issues brought before the legislature duning the last session bave only worsened. Hawever, extending
Act 139 by the passing of HB2284 will lielp the wellie of the Hawaii community and businesses by
stalilizing our downward sprealimg economy

[respectfully request that you approve House Bill HB2284.

Aloha,

William Pk

3940 Hardimg Ave
Honolulu, Hawait 96510
(RO8) 226-4041
williamapaikiz.aol.com

“An Equal Employment Opportunity Emjiloyer Lic AC-10998

T, Bl 84719
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Representative Angus L.K. McKelvey, Chair

Representative [saac W. Choy, Vice-Chair

House Committee on Economic Revitalization, Business, & Military Affairs
State Capitol

Homolulu, Hawaii 96813

Re:  HB 2284 Re: Relating to Real Property ~ Testimony in Support
Hearing Date: Tuesday, Febmuary 2, 2010, 8:30 AM, Room 312

Dear Representatives McKelvey, Choy and Members of the Committee:

I support passage of House Bill HB2284 which 1s a bill to extend Act 189. The purpose of the
Act is to help stabilize our economy by setting parameters that will encourage open and
transparent negotiation in long-term ground leases which support Hawaii’s critical comamnercial
and industrial business commmumty. Act 189 does not change the terms or language of the leases.
In fact, Act 189 should strengthen the relationship between lessor and lessee. In 2009
Legislative session, SB764 was passed by both House and Senate and the Governor allowed it to
become law as Act 189,

The issues brought before the legislature during the last session have only worsened. However,
extending Act 189 by the passing of HB2284 will help the welfare of the Hawaii community and
businesses by stabilizing our downward spiraling economy.

1 respectfully request that you approve House Bill HB2284.

Aloha,

Lenny Saumtos

660 Mapunapuna Street
Hoaoluin, BI 96819

§33.2502
Isantos@@gproadwaysolutions.com

“Arn Bgual Empioyment Opportunity Employer” Lic, AC-10868
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February 1, 2010

Representative Angus L.K. McKelvey, Chair

Representative Isaac W. Choy, Vice-Chair

House Committee on Economic Revitalization, Business, & Military Affairs
State Capitol

Honolulu, Hawaii 96813

Re:  HB 2284 Re: Relating to Real Property — Testimony in Support
Hearing Date: Tuesday, February 2, 2010, 8:30 AM, Room 312

Dear Representatives McKelvey, Choy and Members of the Committee:

I support passage of House Bill HB2284 which is a bill to extend Act 189. The purpose of the Act is to help stabilize
our economy by setting parameters that will encourage open and transparent negotiation in long-term ground leases
which support Hawaii’s critical commercial and industrial business community. Act 189 does not change the terms or
language of the leases. In fact, Act 189 should strengthen the relationship between lessor and lessee. In 2009
Legislative session, SB764 was passed by both House and Senate and the Governor allowed it to become law as Act
189.

The issues brought before the legislature during the last session have only worsened. However, extending Act 189 by
the passing of HB2284 will help the welfare of the Hawaii community and businesses by stabilizing our downward
spiraling economy.

I respectfully request that you approve House Bill HB2284.

Guy Guillermo
660 Mapunapuna Street
Honolulu, Hawaii

(808) 275-5398

gguillermo @unistruthawaii.com
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February 1, 2010

Representative Angus L.K. McKelvey, Chair

Representative Isaac W. Choy, Vice-Chair

House Committee on Economic Revitalization, Business, & Military Affairs
State Capitol

Honolulu, Hawaii 96813

Re:  HB 2284 Re: Relating to Real Property — Testimony in Support
Hearing Date: Tuesday, February 2, 2010, 8:30 AM, Room 312

Dear Representatives McKelvey, Choy and Members of the Committee:

I support passage of House Bill HB2284 which is a bill to extend Act 189. The purpose of the Act is to help stabilize
our economy by setting parameters that will encourage open and transparent negotiation in long-term ground leases
which support Hawaii’s critical commercial and industrial business community. Act 189 does not change the terms or
language of the leases. In fact, Act 189 should strengthen the relationship between lessor and lessee. In 2009
Legislative session, SB764 was passed by both House and Senate and the Governor allowed it to become law as Act
189.

The issues brought before the legislature during the last session have only worsened. However, extending Act 189 by
the passing of HB2284 will help the welfare of the Hawaii community and businesses by stabilizing our downward
spiraling economy.

[ respectfully request that you approve House Bill HB2284.

Aloha,

P
P sy -
Chfis Talyo

660 Mapunapuna Street
Honolulu, Hawaii

(808) 833-2502

7 . e
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February 1, 2010

Representative Angus L.K. McKelvey, Chair

Representative Isaac W. Choy, Vice-Chair

House Committee on Economic Revitalization, Business, & Military Affairs
State Capitol

Honolulu, Hawaii 96813

Re:  HB 2284 Re: Relating to Real Property — Testimony in Support
Hearing Date: Tuesday, February 2, 2010, 8:30 AM, Room 312

Dear Representatives McKelvey, Choy and Members of the Committee:

I support passage of House Bill HB2284 which is a bill to extend Act 189. The purpose of the Act is to help stabilize
our economy by setting parameters that will encourage open and transparent negotiation in long-term ground leases
which support Hawaii’s critical commercial and industrial business community. Act 189 does not change the terms or
language of the leases. In fact, Act 189 should strengthen the relationship between lessor and lessee. In 2009
Legislative session, SB764 was passed by both House and Senate and the Governor allowed it to become law as Act
189.

The issues brought before the legislature during the last session have only worsened. However, extending Act 189 by
the passing of HB2284 will help the welfare of the Hawaii community and businesses by stabilizing our downward
spiraling economy.

I respectfully request that you approve House Bill HB2284.

Aloha,

A BLO

obey Buendia
660 Mapunapuna Street
Honolulu, Hawaii
(808) 833-2502
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February 1, 2010

Representative Angus L.K. McKelvey, Chair

Representative Isaac W. Choy, Vice-Chair

House Committee on Economic Revitalization, Business, & Military Affairs
State Capitol

Honolulu, Hawaii 96813

Re:  HB 2284 Re: Relating to Real Property — Testimony in Support
Hearing Date: Tuesday, February 2, 2010, 8:30 AM, Room 312

Dear Representatives McKelvey, Choy and Members of the Committee:

I support passage of House Bill HB2284 which is a bill to extend Act 189. The purpose of the Act is to help stabilize
our economy by setting parameters that will encourage open and transparent negotiation in long-term ground leases
which support Hawaii’s critical commercial and industrial business community. Act 189 does not change the terms or
language of the leases. In fact, Act 189 should strengthen the relationship between lessor and lessee. In 2009
Legislative session, SB764 was passed by both House and Senate and the Governor allowed it to become law as Act
189.

The issues brought before the legislature during the last session have only worsened. However, extending Act 189 by
the passing of HB2284 will help the welfare of the Hawaii community and businesses by stabilizing our downward
spiraling economy.

I respectfully request that you approve House Bill HB2284.

Aloha,

Clta o

Ashton Kipi

660 Mapunapuna Street
Honolulu, Hawaii
(808) 833-2502
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February 1, 2010

Representative Angus L.K. McKelvey, Chair

Representative Isaac W. Choy, Vice-Chair

House Committee on Economic Revitalization, Business, & Military Affairs
State Capitol

Honolulu, Hawaii 96813

Re:  HB 2284 Re: Relating to Real Property — Testimony in Support
Hearing Date: Tuesday, February 2, 2010, 8:30 AM, Room 312

Dear Representatives McKelvey, Choy and Members of the Committee:

I support passage of House Bill HB2284 which is a bill to extend Act 189. The purpose of the Act is to help stabilize
our economy by setting parameters that will encourage open and transparent negotiation in long-term ground leases
which support Hawaii’s critical commercial and industrial business community. Act 189 does not change the terms or
language of the leases. In fact, Act 189 should strengthen the relationship between lessor and lessee. In 2009
Legislative session, SB764 was passed by both House and Senate and the Governor allowed it to become law as Act
189.

The issues brought before the legislature during the last session have only worsened. However, extending Act 189 by
the passing of HB2284 will help the welfare of the Hawaii community and businesses by stabilizing our downward
spiraling economy.

I respectfully request that you approve House Bill HB2284.
Aloha,

Janel Bumanglag

P.O. Box 4319

Honolulu, Hawaii 96812-4319
(808) 674-2112 x.229

jbumanglag@gproadwaysolutions.com
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February 1, 2010

Representative Angus L.K. McKelvey, Chair

Representative Isaac W. Choy, Vice-Chair

House Committee on Economic Revitalization, Business, & Military Affairs
State Capitol

Honolulu, Hawaii 96813

Re:  HB 2284 Re: Relating to Real Property — Testimony in Support
Hearing Date: Tuesday, February 2, 2010, 8:30 AM, Room 312

Dear Representatives McKelvey, Choy and Members of the Committee:

I support passage of House Bill HB2284 which is a bill to extend Act 189. The purpose of the Act is to help stabilize
our economy by setting parameters that will encourage open and transparent negotiation in long-term ground leases
which support Hawaii’s critical commercial and industrial business community. Act 189 does not change the terms or
language of the leases. In fact, Act 189 should strengthen the relationship between lessor and lessee. In 2009
Legislative session, SB764 was passed by both House and Senate and the Governor allowed it to become law as Act
189.

The issues brought before the legislature during the last session have only worsened. However, extending Act 189 by
the passing of HB2284 will help the welfare of the Hawaii community and businesses by stabilizing our downward
spiraling economy.

I respectfully request that you approve House Bill HB2284.

Aloha,

Jence Kona
660 Mapunapuna Street ~ <
Honolulu, Hawaii -
(808) 833-2502
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February 1, 2010

Representative Angus L.K. McKelvey, Chair

Representative Isaac W. Choy, Vice-Chair

House Committee on Economic Revitalization, Business, & Military Affairs
State Capitol

Honolulu, Hawaii 96813

Re: HB 2284 Re: Relating to Real Property — Testimony in Support
Hearing Date: Tuesday, February 2, 2010, 8:30 AM, Room 312

Dear Representatives McKelvey, Choy and Members of the Committee:

I support passage of House Bill HB2284 which is a bill to extend Act 189. The purpose of the Act is to help stabilize
our economy by setting parameters that will encourage open and transparent negotiation in long-term ground leases
which support Hawaii’s critical commercial and industrial business community. Act 189 does not change the terms or
language of the leases. In fact, Act 189 should strengthen the relationship between lessor and lessee. In 2009
Legislative session, SB764 was passed by both House and Senate and the Governor allowed it to become law as Act
189. ~

The issues brought before the legislature during the last session have only worsened. However, extending Act 189 by
the passing of HB2284 will help the welfare of the Hawaii community and businesses by stabilizing our downward

spiraling economy.
[ respectfully request that you approve House Bill HB2284.

Aloha,
Vot £ ke~

Perry Makanui

660 Mapunapuna Street
Honolulu, Hawaii
(808) 833-2502
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February 1, 2010

Representative Angus L.K. McKelvey, Chair

Representative Isaac W. Choy, Vice-Chair

House Committee on Economic Revitalization, Business, & Military Affairs
State Capitol

Honolulu, Hawaii 96813

Re:  HB 2284 Re: Relating to Real Property — Testimony in Support
Hearing Date: Tuesday, February 2, 2010, 8:30 AM, Room 312

Dear Representatives McKelvey, Choy and Members of the Committee:

I support passage of House Bill HB2284 which is a bill to extend Act 189. The purpose of the
Act is to help stabilize our economy by setting parameters that will encourage open and
transparent negotiation in long-term ground leases which support Hawaii’s critical commercial
and industrial business community. Act 189 does not change the terms or language of the leases.
In fact, Act 189 should strengthen the relationship between lessor and lessee. In 2009
Legislative session, SB764 was passed by both House and Senate and the Governor allowed it to
become law as Act 189.

The issues brought before the legislature during the last session have only worsened. However,
extending Act 189 by the passing of HB2284 will help the welfare of the Hawaii community and
businesses by stabilizing our downward spiraling economy.

I respectfully request that you approve House Bill HB2284.

Aloha,

Edna Dunn
edunn@gproadwaysolutions.com
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February 1, 2010

Representative Angus L.K. McKelvey, Chair

Representative Isaac W. Choy, Vice-Chair

House Committee on Economic Revitalization, Business, & Military Affairs
State Capitol

Honolulu, Hawaii 96813

Re:  HB 2284 Re: Relating to Real Property — Testimony in Support
Hearing Date: Tuesday, February 2, 2010, 8:30 AM, Room 312

Dear Representatives McKelvey, Choy and Members of the Committee:

I support passage of House Bill HB2284 which is a bill to extend Act 189. The purpose of the Act is to help stabilize
our economy by setting parameters that will encourage open and transparent negotiation in long-term ground leases
which support Hawaii’s critical commercial and industrial business community. Act 189 does not change the terms or
language of the leases. In fact, Act 189 should strengthen the relationship between lessor and lessee. In 2009
Legislative session, SB764 was passed by both House and Senate and the Governor allowed it to become law as Act
189.

The issues brought before the legislature during the last session have only worsened. However, extending Act 189 by
the passing of HB2284 will help the welfare of the Hawaii community and businesses by stabilizing our downward
spiraling economy.

I respectfully request that you approve House Bill HB2284.
Aloha,

Mark Sakihara

153 A. Alamaha St.

Kahului, Hawaii

808-873-7461
msakihara@gproadwaysolutions.com
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February 1, 2010

Representative Angus LK. McKelvey, Chair

Representative Isaac W. Choy, Vice-Chair

House Committee on Economic Revilalizution, Business, & Military Allairs
State Capitol

Honolulu, Hawaii 96813

Re: HB 2284 Re: Relating to Real Property — Testimony in Support
Hearing Date: Tuesday, February 2, 2010, 8:30 AM, Room 312

Dear Representatives McKelvey, Choy and Members of the Commiltee;

[ support passage of House Bill HB2284 which is a bill to cxtend Act 189, The purpose of the
Act is to help stabilize our economy by setting parameters that will cncourage open and
transparent negotiation in Tong-term ground leases which support Flawaii's critical commetcial
and industrial business community. Act 189 does not change the termy or language of the leases.
Tn fact, Act 189 should strengthen the relationship between lessor and lessee, In 2009
Legislative session, SB764 was passed by both House and Senate and the Governor allowed it to
become law as Act 189,

The issues brought before the legislature during the last session have only worsened. However,
extending Act 189 by the passing of HB2284 will help the welfare of the Hawuii community and
businesses by stabilizing our downward spiraling economy. '

1 respectfully request that you approve House Bill HB2284.
Aloha,

Canchee UL Aniyva

91-1206 Kauiki St

Fwa Beach, Hawali 96706
SOR-250-8467
caniya@gproadwaysolutions.com
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February 1, 2010

Representative Angus L.K, McKelvey, Chair

Representative Isaac W. Choy, Vice-Chair

House Committee on Economic Revitalization, Business, & Military Affairs
State Capitol

Honolulu, Hawaii 96813

Re:  HB 2284 Re: Relating to Real Property — Testimony in Support
Hearing Date: Tuesday, February 2, 2010, 8:30 AM, Room 312

Dear Representatives McKelvey, Choy and Members of the Committee:

I support passage of House Bill HB2284 which is a bill to extend Act 189, The purpose of the
Act is to help stabilize our economy by setting parameters that will encourage open and
transparent negotiation in long-term ground leases which support Hawaii’s critical commercial
and industrial business community. Act 189 does not change the terms or language of the leases.
In fact, Act 189 should strengthen the relationship between lessor and lessee, In 2009
Legislative session, SB764 was passed by both House and Senate and the Governor allowed it to
become law as Act 189,

The issues brought before the legislature during the last session have only worsened. However,
extending Act 189 by the passing of HB2284 will help the welfare of the Hawali community and
businesses by stabilizing our downward spiraling economy.

I respectfully request that you approve House Bill HB2284.

Aloha,
& e ’_,4-"}'

—

+" {_Noel Perreira
660 Mapunapuna Street

Honolulu, HI 96819

808-833-2502

nperreira@ gproadwaysolutions.com
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February 1, 2010

Representative Angus L.K. McKelvey, Chair

Representative Isaac W. Choy, Vice-Chair

House Committee on Economic Revitalization, Business, & Military Affairs
State Capitol

Honolulu, Hawaii 96813

Re:  HB 2284 Re: Relating to Real Property — Testimony in Support
Hearing Date: Tuesday, February 2, 2010, 8:30 AM, Room 312

Dear Representatives McKelvey, Choy and Members of the Committee:

I support the passage of House Bill HB2284 which is a bill to extend Act 189. As a lessee of
industrial property in the Mapunapuna area we need Act 189 extended to stabilize the rents
lessors charge and the rents that we as lessees pay

Please approve House Bill HB2284.
Aloha,

Keoki Kauhi

660 Mapunapuna St.
Honolulu, Hawaii
808-833-2502
kkauhi@petersonsign.com
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February 1, 2010

Representative Angus L.K. McKelvey, Chair

Representative Isaac W. Choy, Vice-Chair

House Committee on Economic Revitalization, Business, & Military Affairs
State Capitol

Honolulu, Hawaii 96813

Re:  HB 2284 Re: Relating to Real Property — Testimony in Support
Hearing Date: Tuesday, February 2. 2010, 8:30 AM, Room 312

Dear Representatives McKelvey, Choy and Members of the Commuttee:

I support passage of House Bill HB2284 which is a bill to extend Act 189. The purpose of the
Act is to help stabilize our economy by setting parameters that will encourage open and
transparent negotiation in long-term ground leases which support Hawaii’s critical comrmercial
and industrial business community. Act 189 does not change the terms or language of the leases.
In fact, Act 189 should strengthen the relationship between lessor and lessee. In 2009
Legislative session, SB764 was passed by both House and Senate and the Governor allowed it to
become law as Act 189.

The issues brought before the legislature during the last session have only worsened. However,
extending Act 189 by the passing of HB2234 will help the welfare of the Hawaii community and

businesses by stabilizing our downward spiraling economy.

I respectfully request that you approve House Bill HB2284.

Aloha,
L7 ~7
}?_,LL_E_Z n AL “.L_-f{?xg:’__.ﬁ
Bill Turner

660 Mapunapuna Street

Hoenolulu, HI 96819
808-833-2502

bturner @ gproadwaysolutions.com
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GF Roadway Solutions
February 1, 2010

Representative Angus L.K. McKelvey, Chair

Representative Isaac W. Choy, Vice-Chair

House Committee on Economic Revitalization, Business, & Military Affairs
State Capitol

Re:  HB 2284 Re: Relating to Real Property — Testimony in Support
Hearing Date: Tuesday, February 2, 2010, 8:30 AM, Room 312

Dear Representatives McKelvey, Choy and Members of the Committee:

I support passage of House Bill HB2284 which is a bill to extend Act 189. The purpose of the
Act 1s to help stabilize our economy by setting parameters that will encourage open and
transparent negotiation in long-term ground leases which support Hawaii's critical commercial
and industrial business community. Act 189 does not change the terms or language of the leases.
In fact, Act 189 should strengthen the relationship between lessor and lessee. In 2009
Legislative session, SB764 was passed by both House and Senate and the Governor allowed it to
become law as Act 189.

The issues brought before the legislature during the last session have only worsened. However,
extending Act 189 by the passing of HB2284 will help the welfare of the Hawaii community and
businesses by stabilizing our downward spiraling economy.

I respectfully request that you approve House Bill HB2284.

Aloha,

Nicole Yuh -
66( Mapunapuna Street
Honolulu, HI 96319
808-833-2502

nyuh @ gproadwaysolutions.com
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GP Readway Solutions
February 1, 2010

Representative Angus LK. McKelvey, Chair

Representative Isaac W. Choy, Vice-Chair

House Committee on Economic Revitalization, Business, & Military Affairs
State Capitol

Honolulu, Hawaii 96813

Re:  HB 2284 Re: Relating to Real Property — Testimony in Support
Hearing Date: Tuesday, Febmary 2, 2010, 8:30 AM, Room 312

Dear Representatives McKelvey. Choy and Members of the Committee:

1 support passage of House Bill HB2284 which is a bill 1o extend Act 189. The purpose of the
Act is to help stabilize our economy by setting parameters that will encourage open and
transparent negotiation in long-term ground leases which support Hawaii’s critical commercial
and industrial business comnmunity. Act 189 does not change the terms or language of the leases.
In fact, Act 189 should strengthen the relationship between lessor and lessee. In 2009
Legislative session, SB764 was passed by both House and Senate and the Governor allowed it to
become law as Act 189.

The issues brought before the legislature during the last session have only worsened. However,
extending Act 189 by the passing of HB2284 will help the welfare of the Hawaii community and
businesses by stabilizing our downward spiraling economy.

1 respectfully request that you approve House Bill HB2284.
A&a}m
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660 Mapunapuna Street

Honolulu, HI 96819

808-833-2502

nbeaudoin @ gproadwaysolutions.com
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GP Roadway Solutions
February 1, 2010

Representative Angus L.K. McKelvey, Chair

Representative fsaac W. Choy. Vice-Chair

House Committee on Economic Revitalization, Business, & Military Affairs
State Capitol

Honolulu, Hawaii 96813

Re:  HB 2284 Re: Relating to Real Property — Testimony in Support
Hearing Date: Tuesday, February 2, 2010, 8:30 AM, Room 312

Dear Representatives McKelvey, Choy and Members of the Committee:

1 support passage of House Bill HB2284 which 1s a bill to extend Act 189. The purpose of the
Act is 10 help stabilize our economy by setting parameters that will encourage open and
transparent negotiation i1 long-term ground leases which support Hawaii's critical commercial
and industrial business commumty. Act 189 does not change the terms or language of the leases.
In fact. Act 189 should strengthen the relationship between lessor and lessee. In 2009
Legislative session, SB764 was passed by both House and Senate and the Governor allowed it to
become law as Act 189.

The issues brought before the legislature during the last session have only worsened. However,
extending Act 189 by the passing of HB2284 will help the welfare of the Hawaii community and
businesses by stabilizing our dowaward spiraling economy.

I respectfully request that you approve House Bill HB2284.
Aloha,

\fﬁﬁe‘ﬁ f;ﬁzﬂWﬁgﬁ

Bridget Kawasaki

660 Mapunapuna Street

Honolulu, HI 96819

808-833-2502

bkawasaki @ gproadwaysolutions.com

FEE-B1-2B18 B9:S5685M FRx: 888 8351496 ID:REF CHOY PRGE: BB4  R=100%



February 1, 2010

Representative Angus L.K. McKelvey, Chair

Representative Isaac W. Choy, Vice-Chair

House Committee on Economic Revitalization, Business, & Military Affairs
State Capitol

Honolulu, Hawaii 96813

Re:  HB 2284 Re: Relating to Real Property — Testimony in Support
Hearing Date: Tuesday, February 2, 2010, 8:30 AM, Room 312

Dear Representatives McKelvey, Choy and Members of the Committee:

I support the passage of House Bill HB2284 which is a bill to extend Act 189. As a lessee of
industrial property in the Mapunapuna area we need Act 189 extended to stabilize the rents
lessors charge and the rents that we as lessees pay

Please approve House Bill HB2284.

Aloha,

Cherry Munoy
H00 Mapunapuna Strect
Plopetda, Hawan

53

2501

stiuney @ eproadwaveolutions . com



GP ROADWAY SOLUTIONS

February 1, 2010

Representative Angus L.K. McKelvey, Chair

Representative Isaac W. Choy, Vice-Chair

House Committee on Economic Revitalization, Business, & Military Affairs
State Capitol

Honolulu, Hawaii 96813

Re: HB 2284 Re: Relating to Real Property — Testimony in Support
Hearing Date: Tuesday, February 2, 2010, 8:30 AM, Room 312

Dear Representatives McKelvey, Choy and Members of the Committee:

I support passage of House Bill HB2284 which is a bill to extend Act 189. The purpose of the
Act is to help stabilize our economy by setting parameters that will encourage open and
transparent negotiation in long-term ground leases which support Hawaii’s critical commercial
and industrial business community. Act 189 does not change the terms or language of the leases.
In fact, Act 189 should strengthen the relationship between lessor and lessee. In 2009
Legislative session, SB764 was passed by both House and Senate and the Governor allowed it to
become law as Act 189.

The issues brought before the legislature during the last session have only worsened. However,
extending Act 189 by the passing of HB2284 will help the welfare of the Hawaii community and
businesses by stabilizing our downward spiraling economy.

I respectfully request that you approve House Bill HB2284.
Aloha,

Jenny Campos

PO Box 4319

Honolulu, HI 96812

(808) 833-2502
jcampos@gproadwaysolutions.com



February 1, 2010

Representative Angus LK. McKelvey, Chair
Representative Isaac W. Choy, Vice-Chair
House Committee on Economic Revitalization, Business, & Military Affairs
State Capitol
Honolulu, Hawali 96813

Re: HB 2284 Relating fo Real Property - Testimony in Support
Hearing Date: Tuesday, February 2, 2010, 8:30 AM, Room 312

Dear Representatives McKelvey, Choy and Members of the Committee:

TESTIMONY IN SUPPORT OF HB 2284 RELATING TO REAL PROPERTY

Dear Senators Baker, Ige and Members of the Committee:

I support HB 2284 and respectfully request that extend the life of Act 189. My name is
Genoveva Napoletano, | live in 21-1000 Lele’oi St. Ewa Beach, Hawaii 96706. | work at GP
Roadway Solutions, Inc., which is located in the Mapunapuna/Sand Island/Kalihi Kai area, and
employ roughly 200 people.

Many of my neighbors have family members who have lost their jobs, had their hours reduced,
or have businesses which are barely surviving. This past year, our business has slowed
tfremendously and we are trying to cut expenses before we have to cut benefits and lay off
workers.

Rent is one of the largest expenses we face. Up to now, the rents charged by the Damon
Estate were “fair and reasonable,” which is what the lease specifically calls for. The new owner,
HRPT, continues fo demand rents that excess of the current market and, on top of that, are
demanding we pay annual escalations of 3% to 4%. Rent escalations are not part of our lease
terms and just not feasible in these times of decline. In addition, HRPT is requiring that we sign
away our rights under the existing law (Act 189) now and throughout the life of our leases. s this
fair?

HRPT, by prohibiting access to comparable rent information is forcing lessees into take-it-or-
leave-it deals, and denying the ability to negotiate a fair rent. Through their sheer size and
oligopolistic control of the market, they are subverting market forces to provide unprecedented
returns.  The small businesses and consumers of Hawaii need Act 189 extended to remind HRPT
that it needs o set fair rents.

The issues brought before the legisiature during the last session have only worsened. HRPT has
not abided by its word to improve relationships and honor the course of action set by the
Damon Estate. Act 189 was written to redress these issues and unfortunately HRPT has failed in
its obligation to provide “fair and reasonable” rents. Instead, it has redoubled its efforts to
intimidate and force lessees into costly arbitrations proceedings while ignoring the arbitration
results achieved by others. These actions seem to be driven by simple greed.

Passage of HB2284 will extend Act 189 and hopefully remind the landowner to negotiate terms
based on what is happening here, in Hawaii's economy, rather than trying o make up for losses



on the mainland. | want to stay in business and | want to keep my workers employed. Please
continye what agreed to do last session by passing HB2284. Thank you.

Genoveva Napoletano

GP Roadway Solutions, Inc.

660 Mapunapuna S.t, Honolulu, Hawaii 96819
Phone (808) 674-5223

Email: gnapoletano@gproadwaysolutions.com
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David Takiguchi
2625 Myrtle Street
Honelulu, H1 96816

February 1, 2010

Representative Angus LK. McKelvey, Chair

Representative Isaac W, Choy, Vice-Chair

House Comumittee on Economic Revitalization, Business, & Military Affairs
State Capitol

Honolulu, Hawaii 96813

Re: HB 2284 Re: Relaling to Real Property — Testimony in Support
Hearing Date: Tuesday, February 2, 2010, 8:30 AM, Room 312

Dear Representatives McKelvey, Choy and Members of the Committze:

[ support passage of Housc Bill HB2284 which 1s a lnll 10 extend Act 189. The purpose of the
Act is to help stabilize our cconomy by selting parameters that will encourage open and
trangparent negotiation in long-term ground lcases which supporl Hawaii’s critical commercial
and industrial business comumunity. Act 189 does not change the terms or language of the leases.
In fact, Act 189 should strengthen the relationship between lessor and lessee. In 2009
Legislative session, SB764 was passed by both Housce and Schate and the Governor allowed it to
become law as Act 189.

The issues brought before the legislature during the last session have only worsened, Flowever,
extending Act 189 by the passing of HB2284 will help the welfare of the Hawaii community and
businesses by stabilizing our downward spiraling economy.

1 respectfully request that you approve House Bill HB2284.

Aloha,

David Takiguchi
2625 Myrtle Street
Honolulu, HI 96816
BOB-275-8271

dtakiguchi@gproadwaysolutions.com



Hawai‘i The REALTOR® Building Phone: (808) 733-7060

Association of 1136 12" Avenue, Suite 220 Fax: (808) 737-4977

R E A LT o R sﬁs Honolulu, Hawaii 96816 Neighbor Islands: (888) 737-9070
~ www. hawaiirealtors.com

Email: har@hawaiirealtors.com

February 1, 2010

The Honorable Angus L.K. McKelvey, Chair

House Committee on Economic Revitalization, Business, & Military Affairs
State Capitol, Room 312

Honolulu, Hawaii 96813

RE: H.B. 2284 Relating to Real Property
HEARING: Tuesday, February 2, 2010 at 8:30 a.m.
Aloha Chair McKelvey, Vice Chair Choy, and Members of the Committee:

I am Myoung Oh, Government Affairs Director, here to testify on behalf of the Hawai‘i
Association of REALTORS® (“HAR?”), the voice of real estate in Hawai‘i, and its 8,800
members in Hawai‘i. HAR opposes H.B. 2284 that extends Act 189, SLH 2009 to June 30,
2015.

Although HAR empathizes with the lease situation businesses are facing in Mapunapuna,
Kalihi Kai and Sand Island, we are deeply concerned with the unintended consequences
this legislation may have on commercial and industrial leases in Hawai’i.

Act 189, which went into effect on July 1, 2009, only applies to leases renegotiations when
the terms of the lease are based on “fair and reasonable” annual rent. As we noted in our
prior testimony in opposition, the measure is a disincentive for lessors to include lease
terms requiring a “fair and reasonable” annual rent.

HAR believes that the process of appraisals, mediation, arbitration and as a last option the
court system should be the appropriate venue for lease interpretation and contractual
disputes.

For the above reasons, we ask the Committee to hold this measure.

HAR looks forward to working with our state lawmakers in building better communities by
supporting quality growth, seeking sustainable economies and housing opportunities,
embracing the cultural and environmental qualities we cherish, and protecting the rights of
property owners.

Mahalo for the opportunity to testify.

REALTOR® is a registered collective membership mark which may be used only by real estate professionals
who are members of the NATIONAL ASSOCIATION OF REALTORS® and subscribe to its strict Code of Ethics.

EQUAL HOUSING
CPPORTUNITY



’ Ii Hawaii Select Investments Inc.

ESTMENTS

February 1, 2010

Representative Angus L.K. McKelvey, Chair

Representative Isaac W. Choy, Vice-Chair

House Committee on Economic Revitalization, Business, & Military Affairs
State Capitol

Honolulu, Hawaii 96813

Re: HB 2284 Re: Relating to Real Property — Testimony in Support
Hearing Date:  Tuesday, February 2, 2010, 8:30 AM, Room 312

Dear Representatives McKelvey, Choy and Members of the Committee:

I support passage of House Bill HB2284 which is a bill to extend Act 189. The purpose of the Act is to help stabilize
our economy by setting parameters that will encourage open and transparent negotiation in long-term ground leases
which support Hawaii’s critical commercial and industrial business community. Act 189 does not change the terms
or language of the leases, only encourages fairness and equity in negotiations.

The concentration of commercial land ownership on Ozhu undermines the normal free market forces that would
otherwise ensure fair dealing. Because of this economic power, landlords seek to extract extraordinary rents from
tenants who have little choice or power to find alternatives. As a consequence, these landowners conduct what is
essentially economic “strip mining” of our local businesses; extracting profits that our local businesses need to
expand and invest in Hawaii’s economy & jobs, and sending that money off to mainland owners.

I respectfully request that you approve House Bill HB-2284.

Aloha,

Bob Dewitz
CEO, Hawaii Select Investments Inc.
2308 Pahounui Drive, Honolulu, HI 96819

Ph. 848-0751

2308 Pahounui Drive, Honolulu, Hi. 96819
Ph. 808-792-5701 Fx. 808-848-2700
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February 1, 2010

Representative Angus L.K. McKelvey, Chair

Representative Isaac W. Choy, Vice-Chair

House Committee on Economic Revitalization, Business, & Military Affairs
State Capitol

Honolulu, Hawaii 96813

Re: HB 2284 Re: Relating to Real Property — Testimony in Support
Hearing Date: Tuesday, February 2, 2010, 8:30 AM, Room 312

Dear Representatives McKelvey, Choy and Members of the Committee:

I support passage of House Bill HB2284 which is a bill to extend Act 189. The purpose of the
Act is to help stabilize our economy by setting parameters that will encourage open and
transparent negotiation in long-term ground leases which support Hawaii’s critical commercial
and industrial business community. Act 189 does not change the terms or language of the leases.
In fact, Act 189 should strengthen the relationship between lessor and lessee. In 2009
Legislative session, SB764 was passed by both House and Senate and the Governor allowed it to
become law as Act 189.

The issues brought before the legislature during the last session have only worsened. However,
extending Act 189 by the passing of HB2284 will help the welfare of the Hawaii community and
businesses by stabilizing our downward spiraling economy.

I respectfully request that you approve House Bill HB2284.
Aloha,

Phillip J. Silich

Bacon Universal Company, Inc.
918 Ahua Street

Honolulu, HI 96819
808-839-7202
PSilich@baconuniversal.com

\_ ‘ www.baconuniversal.com Y,
PARTS: PH: (808) 839-7707 FAX: (808) 839-7351 RENTAL: FAX" (ROR) RRA-N775




MUTUAL PLUMBING SUPPLY

2812 Awaawaloa Street, Honolulu, Hawaii 96819 Phone 808-839-9076 Fax 808-833-2085

January 30, 2010

Representative Angus L.K. McKelvey, Chair

Representative Isaac W. Choy, Vice-Chair

House Committee on Economic Revitalization, Business, & Military Affairs
State Capitol

Honolulu, Hawaii 96813

Re:  HB 2284 Re: Relating to Real Property — Testimony in Support
Hearing Date: Tuesday, February 2, 2010, 8:30 AM, Room 312

Dear Representatives McKelvey, Choy and Members of the Committee:

I support passage of House Bill HB2284 which is simply written to extend the sunset of
Act 189. The issues brought before the legislature during the last session have only
worsened. However, extending Act 189 by the passing of HB2284 will help the welfare
of the Hawaii community and businesses and to stabilize the rents lessors charge and
lessees pay.

Please approve House Bill HB2284.
Aloha,

Clyde T. and Allison C. Kojima, Owners
Mutual Plumbing Supply Co., Inc.

2812 Awaawaloa Street

Honolulu, HI 96819

(808)839-9076 / (808)833-2085 (fax)
email: mutualpls@hawaiiantel.net
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SAWDUST

January 26, 2010

February 1, 2010

Representative Angus L.K. McKelvey, Chair

Representative Isaac W. Choy, Vice-Chair

House Committee on Economic Revitalization, Business, & Military Affairs
State Capitol

Honolulu, Hawaii 96813

Re:  HB 2284 Re: Relating to Real Property — Testimony in Support
Hearing Date: Tuesday, February 2, 2010, 8:30 AM, Room 312

Dear Representatives McKelvey, Choy and Members of the Committee:

I support passage of House Bill HB2284 which is a bill to extend Act 189. The purpose of the
Act is to help stabilize our economy by setting parameters that will encourage open and
transparent negotiation in long-term ground leases which support Hawaii’s critical commercial
and industrial business community. Act 189 does not change the terms or language of the leases.
In fact, Act 189 should strengthen the relationship between lessor and lessee. In 2009 Senate
(SB764) which preceded Act 189 was passed by both House and Senate and the governor
allowed it to become law.

The issues brought before the legislature during the last session have only worsened. However,
extending Act 189 by the passing of HB2284 will help the welfare of the Hawaii community and
businesses by stabilizing our downward spiraling economy.

HRPT has not even responded to my landlord’s efforts to negotiate. Our ground lease was up for
renegotiation over a year ago, and HRPT expects to charge us penalties for not settling even
though they are not responding. Hardball is too soft a term, financial terrorist is closer, I think.
They are not good corporate citizens. There is no reason to consider them to be. I feel their goal
is to push all of our industrial businesses (those that survive) into their Campbell property and to
up-zone Mapunapuna and Kalihi Kai to commercial. Fair enough, but a viable city needs certain
of it’s industry within the city proper. Good for HRPT maybe, but not so good for Honolulu.

I respectfully request that you approve HB2284.

Mabhalo,

Grant Merritt

Owner Sawdust
151-B Pu’uhale Road
Honolulu HI 96819
841-6066



February 1, 2010

Representative Angus LK. McKelvay, Chair

Representative Isaac W. Choy, Vice-Chair

House Cornmittee on Economic Revitalization, Business, & Military Affairs
State Capitol

Honolulu, Hawaii 96813

Re: HB8 2284 Relating to Real Property in Support
Hearing Date: Tuesday, February 2, 2010, 3:30 AM, Room 312

Dear Representative McKelvey, Choy and Members of the Committee:

My narme is lason ldeta and | support HB2284. | vote in the Kaneche District and 1 am a lessee in the Mapunapuna
area. My company is a small locally owned wholesale business that distributes auto parts directly to mechanics and other
auto parts distributors on Oahu and the outer islands. We own an 18,000 square foot warehouse on 35,000 square foot
property with a ground fease originally from the Damon Estate. We have 49 full-time and 2 part-time employees who have
workad very hard to build the business over the last 24 years.,

The Damon Estate was “fair and reasonable” with its tenants during its tenure by increasing rents during the good
times and deqreasing rent increases during the bad times. Even when the increases were already in the contract, they
deferred then waived the scheduled increases on their own volition. This is how the contract was meant to be exercised.

In HRPT’s prior written testimony, they have stated that this bill interferes with the expectations of the parties and
changes the agreed upon terms of the affected fease contracts, The fact is that HRPT has chosen to ignore the expectations
and agreed upon terms that the lease rents be “fair and reasonable” by trying to impose rents that are 50 to 90% above
market rents, HRPT states that the lease is “designed to re-align the rental rate to market, whether the result is an increase
QR a decrease to the rental rate.” In the latest Colliers Monroe Friediander 3™ quarter 2009 Industrial Market Briefing,
market indicators show a decraase in industrial rental rates for 2008, 2008, and 2010, Yet, HRPT insists that they are being
fair by asking for annual increases and rates that are clearly above market. They claim to have “worked diligently with
tenants to reach creative lease solutions that reflect the current markat conditions,” but the unprecedented support for
Citizens for Fair Valuation by small businesses proves otherwise. None of us would be here in this room today if HRPT lived
up to its part of the contract.

If our rents double, we may have tao increase prices and cut costs by decreasing our work force 1o stay in business.
Cur customers wifl then pass on the increased costs to their customers. The cost to maintain and repair vehicles in Hawaii
will increase. Most tocal businesses cannol raise prices and decrease service at the same time and remain competitive with
our farge mainiand competitors.

Since the passage of Act 189, HRPT has continued its unfair practices and has disrespected the intentions of the
{egislature to improve rent negotiations by encouraging the parties to be fair and reasonable. By passing this bill through
your committee, you will send a message to the people of Hawaii that you care about the plight of small businesses and will
not be intimidated or swayed by a large company with its fancy D.C. lawyers and well paid lobbyist. | respectfully ask for
your support on this bilt and thank you for the opportunity 1o testify,

Sincerely,
91*9"& M

Jason ldeta
Pacific Jobbers Warehouse, Inc.



CITIZENS FOR FAIR VALUATION

841 Bishop Street, Suite 1500
Honolulu, HI 96813

RoOBERT M. CREPS, PRESIDENT CuLLy Juop, DIRECTOR
CAROL LAM, VICE PRESIDENT KEeALl't LoPEZ, DIRECTOR
CONNIE SMALES, SECRETARY OSWALD STENDER, DIRECTOR
PHILLIP J. SiLICH, TREASURER MICHAEL STEINER, EXEC. DIRECTOR
January 31, 2010

Representative Angus L.K. McKelvey, Chair

Representative Isaac W. Choy, Vice-Chair

House Committee on Economic Revitalization, Business, & Military Affairs
State Capitol

Honolulu, Hawaii 96813

Re: HB 2284 Relating to Real Property — Testimony in Support
Hearing Date: Tuesday, February 2, 2010, 8:30 AM, Room 312

Dear Representatives McKelvey, Choy and Members of the Committee:

My name is Michael Steiner. | am the Executive Director of Citizens for Fair Valuation (“CFV”), a non-
profit coalition of businesses with long-term ground leases in the Mapunapuna, Kalihi Kai and Sand
Island areas. These are the old Damon Estate lands which were purchased by HRPT, a large Real Estate
Investment Trust (REIT) headquartered in Newton, Massachusetts.

With this purchase and others in West Oahu, HRPT is now the largest owner of commercial and
industrial land in Hawaii with roughly 20 million square feet of land. HRPT controls rents on almost all of
the near-town commercial and industrial land.

Need for HB 2284

HB 2284 seeks to extend the sunset date of Act 189 from June 30, 2010 to June 30, 2015. No other
changes or amendments are contained in the bill.

With the passage of Act 189, Citizens for Fair Valuation had hoped that lessor, HRPT, would alter its
business model such that open and transparent negotiations would lead to acceptable rents for both
parties and that Act 189 would sunset as written. Unfortunately, HRPT has instead chosen to continue
its campaign to intimidate lessees through take-it-or-leave-it (TIOLI) offers that are twice the going
market rate, demanding lease amendments to include terms favorable just to HRPT, and going so far as
to require lessees to waive their Act 189 rights now and forever.

HRPT appears to be obsessed with pushing rents well in excess of the current market. Even after a hard-
fought arbitration award came in with a flat rate of $5.26 per square foot for the next 10 years, HRPT
continues to demand lessees accept rents in the $7.00 per sq. ft. range along with annual escalations of
between 3% and 4%. These rents average out to roughly $8.40 per sq ft — a huge difference. Lessees’

offers to pay the arbitrated rate of their neighbor have been ignored or returned with a TIOLI-type
letter.
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HB 2284 is needed to again remind HRPT that its contracts call for good faith negotiation and ultimately
“fair and reasonable rents.” HRPT seems to have deliberately chosen to ignore Act 189 and the spirit of
its commitments to its lessees and the legislators over these past several months.

Arbitration

Should the lessor and lessee fail to reach agreement through negotiation, the lease requires the parties
to enter binding arbitration. This process is extremely expensive, time consuming and intimidating.
Lessees need to hire attorneys, appoint an appraiser to sit on the panel, contract with experts to provide
economic information, and appraisers to express their expert opinion as to the rent. This is like a trial
and the costs can be huge. For the everyday small business owner in the area, arbitration is an
economically terrifying process. It means having to confront the oligarchic landowner in an arena that is
alien and unknown.

During this past year, although some 20 businesses have been awaiting rént resets, only one company
has gone through a completed arbitration - Servco. Although the arbitration costs were quite large,
instead of paying the rent of $7.00 per square foot plus 4.0% annual increase that HRPT demanded, an
equivalent of $8.40 per foot over that period, the arbitration panel awarded Servco a rate of $5.26 with
no annual increases and none of the lease amendments that HRPT has customarily and inappropriately
demanded.

A PBN article, Servco wins arbitration on HRPT rent (January 29, 2010), reported that Servco’s
arbitration for its 9.6-acre lot in Mapunapuna was confirmed in court for $5.26 per square foot annual
rent, or $2.2 million per year, for 10 years. Author Janis Magin, reported that, “Servco...had been paying
$2.95 a square foot,” and that, “HRPT wanted Servco to pay $7 plus 4 percent increases each year for 10
years, putting Servco’s annual rent at $4.2 million by the end of the lease.”

Within the article, Tim Bonang, HRPT’s Director of Investor Relations, “noted that Servco’s new rent
reflects a 78 percent increase over what it had been paying.” He went on to say,

I think the fact that the Servco arbitration still came out at close to an 80 percent
increase is where the market is right now. At the end of the day, absent any legislative
interference, our rental rates have been driven by the market. For better or worse that’s
the way the agreements have been set up.

If the market, per Tim Bonang, is $5.26 per square foot, why is HRPT still demanding $7.00 plus 4%
increases? In the Servco re-set, this would have been an increase of roughly 240%. “For better or
worse,” HRPT needs to accept that the economy and market do not support 240% rent increases.

Despite the flat $5.26 Servco award, lessee requests to reset their rents at the same or similar rate are
routinely ignored. Instead, lessees receive letters take-it-or-leave-it (TIOLI) offers back in the $7.00 plus
3% to 4% per year range. Lessees, given just 2 weeks to accept the TIOLI offer, are informed that non-
agreement will result in the commencement of arbitration proceedings.

HRPT needs to stop bullying and gouging lessees. HRPT needs to stop intimidating lessees into
unrealistic above-market deals in order to control and set the market above its natural position. HRPT
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needs to stop wasting the scant economic resources of lessees with costly arbitrations which, most
likely, will continue to show lowering rents as is predicted by many real estate professionals.

Tim Bonang went on to tell PBN, “If everyone seems satisfied with this process, why is there a need for
legislation?”

In response, CFV fears that without Act 189, HRPT will rejoice in its “victory” and redouble its efforts to
intimidate lessees into 240% increases which are unrealistic, unfair and unreasonable.

Act 189

During the 2009 legislative session, testimony was presented before this committee as well as the House
Judiciary Committee on HB 1593 and SB 764. Both bills sought to remind lessors with leases that call for
“fair and reasonable rents” that those rents shall be fair and reasonable to both the lessor and the
lessee.

SB 764 was approved and passed by both houses and Governor Lingle allowed the bill to become law
without her signature. Citizens for Fair Valuation is before this committee again to seek, through HB
2284, an amendment to extend the sunset provision of Act 189 to June 30, 2015.

In allowing Act 189 to become law, Governor Lingle wrote:

[T]his bill addresses a case where the free market between lessor and lessee is not
functioning. We have seen a concentration of land ownership of urban commercial and
industrial properties become centered in a few large firms that distort market forces
and leave businesses in Hawaii with little recourse.

It is unfortunate that the actions of a single land owner have created the situation
where the Legislature has intervened between the parties, albeit only for a single year.

When HRPT Properties Trust purchased the Damon properties and leases in 2003, it chose to take title
to the property under 6 separate legal entities: Master Properties LLC; Robin 1 Properties LLC; Tanaka
Properties, LLC; LTMAC Properties; LLC, TSM Properties LLC; and, Z & A Properties LLC. Therefore HRPT
Properties Trust is not truly a ground lessor under any of the Damon Estate leases. Instead, there are 6
separate ground lessors, each ground lessor of a certain portion of the Damon Estate property, likely
done to insulate HRPT from the liability of these ground leases.

Commercial and industrial businesses have long been recognized as a fundamental part of a
community's economic base and that those businesses are often the engine of economic growth within
a community. The Legislature was aware that “[tlhe commercial and industrial properties that exist
within the State’s urban districts are primarily owned by a few landowners” and that the small
businesses on these lands supply crucial goods and services to Honolulu businesses (Act 189, §1).

It is therefore appropriate and legitimate for the Legislature to extend Act 189 in order to reduce the

likelihood that industrial operations serving Honolulu would have to reduce their workforce, raise
consumer prices or worse, be forced to close their doors forever.
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HRPT'’s Stated Objective
In August of 2008, Adam D. Portnoy, Managing Director of HRPT, announced the company’s plan during
their 2™ Quarter Earnings call. Portnoy declared that,

“We are pushing rates very hard especially in places like Hawaii. If you want to Google us and
look at some of the articles written about us in Hawaii press, we've gotten a lot of flack in that
market because we’re pushing rates so hard and trying to push the rates so hard. In fact,
there’s been a little bit of backlash from a lot of the tenants. So rest assured that we’re doing
everything we can, as much as we can and as fast as we can to try to increase the rates there
to push cash flow to HRPT.”

HRPT’s corporate attitudes have not changed since then. HRPT appears to be looking to Hawaii to satisfy
its cash requirements without regard to our local businesses’ ability to keep their employees working
and their businesses operating. Despite the fact that comparable rents have been dropping during this
recession, Portnoy reaffirmed that “[y]ou’re going to see over the next 18-24 months [HRPT] continue to
try to push rates as much as we can.”

HRPT has bent every effort and stratagem to further leverage its oligarchic control of the land to force
rates artificially higher than the actual rental market. As the largest owner of near-town commercial
and industrial land, HRPT apparently feels it is entitled to force lessees into astronomical rents without
regard for its obligation under the lease to provide “fair and reasonable annual rents.”

In February of 2009, Adam Portnoy told investors that, “[e]veryone wants to see what's going to happen
[in Hawaii]? What's the state legislature going to do? Are they actually going to pass some sort of crazy
bill that says that you can't raise rents ...?”

Act 189 does not change the terms of the existing leases. Act 189 does not set rents. Act 189 does not
say rents should be below or above what is fair and reasonable to both the parties. Act 189 merely
reminds HRPT of the terms of the contract and seeks rents that are fair and reasonable for both parties.
It is not a measure that stops HRPT from raising rents, only from raising them beyond fair and
reasonable. Clearly, that is exactly what HRPT would like to do, and what it is trying very hard to
accomplish,

HRPT — Intimidation Continues

Most ground leases in the Mapunapuna area have a term of 50 years. Damon would work with its
tenants during tough times to ensure the viability of their businesses and protect its long-term
relationship. Lessees have relied upon this conduct, reminiscent of the “noblesse oblige” of earlier days,
for the past 30 years.

With the sale of the property to Massachusetts-based HRPT, the old ways were discarded. Instead of
“fair and reasonable” good faith negotiations, HRPT originally demanded that lessees sign confidentiality
agreements before negotiations could begin. This was clearly an attempt to control the disclosure of
rent comparables and pit neighbor against neighbor.

During the legislative hearings last year, David Lepore announced in a widely disseminated letter of April
9, 2009 that HRPT would “no longer require tenants or potential tenants in our Oahu industrial market
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to sign confidentiality agreements before entering negotiations for rent re-sets, lease renewals or new
leases.” He added, “In addition, going forward, we will release transaction comparables to commercial
real estate brokers and appraisers upon request, when contractually permitted.” This was a public
promise, and HRPT has abandoned it.

To-date, only a few rent comparables have been widely distributed and while HRPT has stopped
demanding confidentiality agreement before negotiations, HRPT has continued to demand
confidentiality on lease assignments and certain rent resets.

In the same letter, Lepore stated, “Our Honolulu office is fully committed to meeting its goal of
responding to any tenant inquiry within one business day, and we are in the process of increasing our
staffing levels to achieve this. Resolution of your request might take longer than one business day;
however, you will receive a timely return call or email to let you know that your issue is being
addressed.”

Unfortunately, HRPT turned its back on this public promise too. Lessees routinely report that phone
calls are not returned and letters with rent counter-offers never receive a reply. In one instance, a
tenant wrote to the local office in the middle of June 2009 only to receive a reply in mid-January of
2010, a delay of seven (7) months. How can a business do any kind of meaningful budgeting when the
company that controls your rent, and effectively your business livelihood, does not communicate in a
timely and efficient manner?

To make matters worse, HRPT is now forcing lessees to waive their rights under Act 189 before
negotiations can begin. Current offer letters include the following paragraph:

Act 189: Lessor and Lessee acknowledge and agree that Act 189 of the 2009 Hawaii
State Legislature, together with any similar related and/or unrelated, and/or successor
act, statute, law, ordinance or regulation which purports to change existing lease terms,
shall not apply to the terms of the Lease, and any and all rental and/or value
determinations shall be made without regard thereto.

Is this fair and reasonable?

Again, Tim Bonang just told PBN, “If everyone seems satisfied with this process, why is there a need for
legislation?”

Fair and Reasonable

Merriam-Webster’s Online Dictionary defines ‘fair” as, “marked by impartiality and honesty;
free from self-interest, prejudice, or favoritism.” To be fair, then, means not to be unfair. The
same dictionary defines “reasonable” as, “being in accordance with reason; not extreme or
excessive.” To be reasonable, then, means not to be unreasonable.

By the nature of these definitions, the term “fair and reasonable rent” should imply negotiations
that are good faith, open and honest with results that are not excessive. In other words, the
conflicting interests of both the lessor and lessee are to be balanced in determining rent and
that extremes on either side are to be avoided.
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Negotiating under Duress

To state the obvious, ground leases are for just the ground. It is the lessees’ responsibility to construct
and maintain their buildings, which will revert to the land owner at the end of lease. In addition to the
good-will built up over years of occupying the same location, the lessees’ buildings represent a huge
investment for them. Moving to another location is not an option - the lessee is bound to pay rent to
the lessor whether or not they occupy the land for the duration of the long-term lease. Most lessees in
the area have at least 20 years to go on their lease obligations.

Without parameters to ensure that “fair and reasonable” rents will apply to both parties, the mainland
owner can use the leverage of its sheer size, power and market control to unilaterally impose rents that
are intentionally way above market. In essence, they are using their monopolistic power to manipulate
what might otherwise be a free market and in so doing make it difficult or impossible for tenants to stay
in business. In the circumstances, public policy and concern about the economy has demanded
legislative action.

Failure to Respond to Community Needs

HRPT is an extremely large Real Estate Investment Trust (REIT) that must return at least 90% of its
profits to its Stakeholders in order to maintain its preferred tax status. Most of its holdings are
commercial high-rise office buildings located on the mainiand and not long-term ground leases. HRPT is
not accustomed to doing business here and by all indications, cares little for the responsibilities of Aloha
and Pono that come with the privilege of owning land in Hawaii.

In Mapunapuna, the tidal flooding on Ahua Street continues unabated. Lessees, customers and
suppliers are forced to either drive through or around the brackish waters. This adds time and expense
to everyone concerned. HRPT seems content to own the land, providing little or no investment, care or
concern for maintenance or improvement, but only for pushing up rents to twice the neighboring
market. Is this fair and reasonable?

Citizens for Fair Valuation (“CFV”) is a non-profit coalition of businesses that lease land from HRPT. We
have sent letters to HRPT offering to meet with them to discuss how we can mutually resolve these
issues to the benefit of all concerned. However, HRPT has universally rejected our supplications and has
gone so far as to have their Washington, D.C., attorney threaten legal recourse for harassment. Where
is the Aloha and Pono that we had hoped would come from HRPT as Hawaii’s largest and most powerful
commercial and industrial landowner? In opposing Act 189 last year, HRPT made a spate of promises to
this legislature, promising respect and consideration for the businesses whose future it controls. Now
only a few months later, where have all those promises gone?

Conclusion

The lessees with HRPT leases are hard working business people who would rather conduct their
businesses, which is getting harder to do each day, than campaign for new or extended legislation. They
do not object to paying rent that is fair and reasonable and fairly negotiated and determined by
applicable economic and market factors including, but not limited to, applicable comparables, and the
use and characteristics of property and neighborhood (i.e., regular flooding on the streets and in the
streams). They do, however, strongly object to a lessor who uses "take-it-or leave-it" tactics while
continuing to insist on rents from $7.00 to $10.00 per sq. ft., with annual increases from 3.0% to 4.5 %
even after the Servco arbitration awarded a flat $5.26 for the next 10 years.
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In these hard times, small businesses need support and assistance from government. The state cannot

afford to suffer more closures and loss of employment.

In particular, the businesses in the

Mapunapuna, Kalihi Kai and Sand Island area are an important part of the economy of these islands.
Their proprietors are proud people who are not looking for a hand-out. They want so much to be able
to trust their landlord. Absent that, they just want the comfort of knowing that their landlord will
negotiate in good faith, in an open, transparent and fair-minded manner that will produce “fair and

reasonable” rents for all concerned. It’s not asking much, but without it they face disaster.

The members of CFV sincerely appreciate your consideration of their concerns and tribulations and
respectfully request that you please pass HB 2284 extending the sunset date of Act 189 to June 30,

2015.

Thank you.

Michael Steiner

Executive Director

Citizens for Fair Valuation

Telephone: (808) 221-5955

Email: MSteiner@SteinerAssoc.com

Web Site: www.FairValuation.org
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Servco wins arbitration on HRPT rent

Pacific Business News {Honoluly) - by M Pacific Business News

Servco Pacific recently won an arbitration over the rent it pays for its Mapunapuna auto dealership, and the decision may set a new
standard favorable to tenants of Hawaii's largest industrial landlord.

The downturn in the economy may end up helping even more of the tenants as the sluggish commercial real estate market pushes land
values down.

for its 9.6-acre lot on Pukoloa Street in Mapunapuna was
$2.2 million per year, for 10 years.

Serveo’s arbitration with Newton, Mass.-based HRPT Properties
confirmed in court this month for $5.26 per square foot annual rex

Serveo, the state’s largest auto dealer, had been paying $2.95 a square foot. HRPT wanted Serveo to pay $7 plus 4 percent increases each
year for 10 years, putting Serveo’s annual rent at $4.2 million by the end of the lease,

Citizens for Fair Valuation — a group of about 20 Mapunapuna businesses, including Servco, that formed several years ago to oppose
HRPT's effort to dramatically raise rents — sees the award as a victory, since the amount was far less than what the landlord originally
sought.

But HRPT spokesman Tim Bonang noted that Serveo’s new rent reflects a 78 percent increase over what it had been paying.

“I think the fact tha§ the Servco arbitration still came 'Qxit: at close to an 80 percent increase is where the market is right now,” Bonang
said. “At the end of the day, absent any legislative interference, our rental rates have been driven by the market. For better or worse that’s
the way the agreements have been set up.”

Serveo, whose executives declined an interview request from PBN, was the first tenant to complete arbitration with HRPT. The process
can take as long as six months, depending on the availability of arbitrators and other experts.

At least one other company, Hawaii Select Investments, has gone through arbitration hearings and is waiting for the final ruling from
a three-appraiser panel after receiving rent estimates from both sides’ appraisers.

Several other tenants, whose leases expired more than a year ago, are also seeking arbitration but their cases haven't yet begun.

Hawaii Select, which leases about an acre and a half on Sand Island from HRPT, was initially offered rent of $7 per square foot with 3
percent annual step-ups, according to the company’s attorney, Bill Byrns.

Hawaii Select's appraiser determined the annual rent should be $4.45 per square foot, he said.

“The offer they made to my client without step-ups was $10.25," sa ‘who represents three other HRPT tenants waiting to go
through arbitration. “Then their appraiser comes in at $6.48, waybe ow what their offers were."

The market may end up pushing rents down further.

A recent ground rent renegotiation in the Bougainville area of Honolulu, which is zoned for industrial mixed-use, valued the land at $66
per square foot.

That, coupled with the award for the Servco land, which is zoned business-community — which allows for a number of different business
activities — points to values for the industrial-zoned land in metro Honolulu of $45 to $50 per square foot, said Mark Ambard, president
of Ambard & Co.

HRPT paid $50 per square foot for 220 acres of Damon Estate land in Mapunapuna and Sand Island in 2005. It also owns about 200
acres at Campbell Industrial Park.

Ambard expects prices for the industrial market on Oahu to drift downward over the next year and then remain flat for another three to
four years.

“It’s purely a reflection of the economy,” Ambard said. “I don’t see any turnaround until 2014 at the soonest.”

More than a dozen businesses going through arbitration had rent resets due on Jan. 1, 2009, or Jan. 1, 2010. A majority of the leases in
Mapunapuna come up for reset in 2012.

Even if land values decline between now and then, tenants that reject HRPT’s initial offers also will be forced to go through arbitration,



which can cost anywhere from $30,000 to $100,000, according to Byrns.

It’s one of the reasons that Citizens for Fair Valuation has gone back to the Legislature this year seeking to extend a law that sets the terms
of the negotiations between HRPT and its tenants.

The law requires the renegotiations to be “fair and reasonable,” a term that was included in the tenants’ leases under the former owner,
the Estate of Samuel Mills Damon. The law was to expire on June 30, but companion bills introduced in the House and Senate would
push that date to June 30, 2015.

HRPT last summer filed a federal lawsuit against the state, claiming the law violates the U.S. Constitution. In December, U.S. District
Judge Susan Oki Mollway ordered both sides to conduct additional discovery and file additional briefs on the issues.

“If everyone seems satisfied with this process, why is there a need for legislation?” Bonang said. “They're looking to extend what we
believe to be an unconstitutional law.”

jmagin@bizjournals.com | 955-8041
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EXECUTIVE CHAMBERS

HONOLULU

LINDA LINGLE Ju[y 16,2009

GOVERNOR

The Honorable Colleen Hanabusa, President
and Members of the Senate

Twenty-Fifth State Legislature

State Capitol, Room 409

Honolulu, Hawaii 96813

Dear Madam President and Members of the Senate:
Re:  Senate Bill No. 764 SD2 HD2 CD1

On July 15, 2009, Senate Bill No. 764, entitled “A Bill for an Act Relating to Real
Property” became law without my signature, pursuant to Section 16 of Article III of the State
Constitution.

The purpose of this bill is to change the process for renegotiating the amount of rent
during the term of an existing commercial or industrial lease, unless expressly stated otherwise in
the lease. The bill requires the term "fair and reasonable"” annual rent of any lease of commercial
or industrial leasehold property to be construed as fair and reasonable to both the lessor and the
lessee to the lease, and to consider other relevant circumstances relating to the lease, such as
surface characteristics of the property. If the lessee is a master lessee, these requirements shall
apply if the master lessee agrees to act comparably when determining the renegotiated sublease
rental amount charged to a sublessee.

This measure appears to be targeted at a single landowner for the benefit of its lessees.
The ability to freely negotiate contracts without government intrusion is essential to a fair and
open marketplace and a principle that I support.

However, this bill addresses a case where the free market between lessor and lessee is not
functioning. We have seen a concentration of land ownership of urban commercial and
industrial properties become centered in a few large firms that 1<=fnrft market forces and leave
businesses in Hawaii with little recourse. ’ "

It is unfortunate that the actions of a single land owner have created the situation where
the Legislature has intervened betwaenthe parties, albeit o, r a single year.

This bill impacts the renegotiations of lease rent by interjecting, unless otherwise stated
in the lease, its construction of "fair and reasonable annual rent" in commercial or industrial



The Honorable Colleen Hanabusa, President
and Members of the Senate
Page 2

leases. In addition, this bill requires master lessees to limit any sublease rental amount
negotiated or renewed during the period the lease rent is renegotiated with the master lessee to
the lesser of a) the "fair and reasonable" amount determined according to the aforementioned
requirements or b) the rental amount as calculated under the renegotiation or renewal provisions
of the sublease.

For the foregoing reasons, I allowed Senate Bill No. 764 to become law as Act 189,
effective July 15, 2009, without my signature.

Sincerely,

i

LINDA LINGLE



Pacific Guardian Center - Makal Tower
733 Bishop Strecd, Suite 1820

Honolulu, Hi 96813 telr (B08) 599-5800  fax: {808] “99-58086

Reif Management
& Research LLC

PROPERTY MANAGEMENT
DIVISION

September-2009

VIA E-MAIL AND CERTIFIED MAIL,
RETURN RECEIPT REQUESTED

Re:

The following are the ters upon Properties LLC would offer to continue
lease rent negotiations with

Lessor: — wholly-owned subsidiary of HRPT Properties

Trust.

Lessee: D

Honolulu, Hawaii, ;
Annual Rental

Rate: For the period beginning
(10 years) er square foot of land, increasing annually on each
anniversary date Rent will be payable monthly, in advance.
Lessee shall pay General Excise Tax (currently 4.712%) on all amounts
payable to Lessor, and Lessee shall pay the Conveyance Tax imposed by
the State of Hawaii with respect to the Lease.

Premises:

Act 189: Lessor and Lessee acknowledge and agree that Act 189 of the 2009
Hawaii State Legislature, together with any similar related and/or
unrelated, and/or successor act, statute, law, ordinance or regulation
which purports to change existing lease terms, shall not apply to the
terms of the Lease, and any and all rental and/or value determinations
shall be made without regard thereto.

ifice Locations:
buguergue, NM » Austin, TX » Kansos City, KS « Los Angeles, CA « Minneapolis. MN » Newton. MA « Piiladelphia, PA « San Diego, {'A » Svraruse, NY'« Wadhington, D



s

Jage Two

Jther Terms and
~onditions: All other terms and conditions shall remain as set forth in the Lease.

It is understood by both Lessor and Lessee that this proposal is non-binding and is subject
o changes, modification and/or withdrawal at any time without notice. There shall be no binding
greement between Lessor and Lessee unless and until a mutually acceptable, final lease
mendment has been executed and delivered by both Lessor and Lessee. In any event, the terms
of this letter will expire at 2:00 PM (HST October 2009

If the foregoing terms and conditions are acceptable, please sign below and return to me
[ia fax to (808) 599-5806 or email to jyokota@reitmr.com by 2:00 PM (HST)
. As you may be aware, Section (B) of the Lease provides that if the Lessor and
-essee fail to agree on the rent payable, such rent shall be determined by three impartial real
state appraisers. If your signed acceptance is not received as set forth above, Lessor will initiate
he appraisal process.

If you have any questions, please contact me at (808) 599-5800. I look forward to
earing from you.

Sincerely,

" Vice President — Pacific Region

wgreed and Accepted:

Name:
Its:
Date:
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400 Centre Street. Newton. MA 02458-2076 UD UD tel: (617) 332-3990 _ fax: 617-332-2261
HRPT
PROPERTIES TRUST
April 9, 2009

Honolulu, HI 96810

Dear SN

I am the Chief Operating Officer and Senior Vice President of HRPT Properties Trust, and I

would like to share with you some recent developments regarding HRPT and the Hawaii office of its

affiliate and property manager Reit Management & Research LLC (RMR).

We have made a change in leadership, and for the interim Chris Woodard will be Acting Vice
President in charge of our Hawaii office. Chris has been with HRPT and its affiliates for five years
working in our headquarters office outside Boston and is highly respected throughout our organization.
He has been on the ground in Honolulu for the past 10 weeks and is committed to remain in place until
we fill the Hawaii Vice President role on a permanent basis. Chris can be reached by calling 808-599-

5800 or via email at cwoodard@reitmr.com.

Our Honolulu office is fully committed to meeting its goal of responding to any tenant inquiry
within one business day, and we are in the process of increasing our staffing levels to achieve this. I
would remind you that we have an emergency hotline for property management issues (808-945-1185).
Resolution of your request might take longer than one business day; however, you will receive a timely
return call or email to let you know that your issue is being addressed. In addition, if you have questions
regarding any upcoming rent re-opening, I encourage you to call our Honolulu office to schedule a

meeting.

1 also would like to inform you of two changes in our policies regarding rent negotiations and
comparable market data. We no longer require tenants or potential tenants in our Oahu industrial market

to sign confidentiality agreements before entering negotiations for rent re-sets, lease renewals or new

A Maryland Real Estate Trust with transferable shares of beneficial interest listed on the New York Stock Exchange.
No shareholder, Trustee or officer is personally liable for any act or obligation of the Trust.



leases. In addition, going forward, we will release transaction comparables to commercial real estate
brokers and appraisers upon request, when contractually permitted. It is our hope that these changes will

help tenants make better informed decisions and result in a smoother renegotiation process for all parties.

For our James Campbell Industrial Park tenants, we will be opening an onsite office and
establishing regular business hours there. We will notify you when the office opens and of its hours of

operations in a subsequent letter.

We remain committed to supporting our Hawaii tenants and thank you for the opportunity to

strengthen our relationship.

Best regards,

),_ﬂ M. Lopere

David M. Lepore
Senior Vice President and Chief Operating Officer
HRPT Properties Trust
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August 25, 2009 ViENNA

Mr. Michael Steiner

Citizens for Fair Valuation
841 Bishop Street, Suite 1500
Honolulu, HI 96813

HRPT Properties Trus
Dear Mr. Steiner:

HRPT Properties Trust has forwarded your letter of August 10, 2009 to us. |
also understand that you have contacted Jan Yokota to schedule a meeting.

As you know, issues related to HRPT's leases are currently the subject of
litigation. As a result, please direct any further inquiries to me.

Thank you in advance for your cooperation.

Very truly yours,
*"\ &

ifford M_Sloan

ce: Ms. Jan Yokota
Mr. David M. Lepore
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September 9, 2009

Mr. Michael Steiner

Citizens for Fair Valuation
841 Bishop Street, Suite 1500
Honolulu, HI 96813

Dear Mr. Steiner:

1 have your letter of September 2.

FIRMIAFFILIAYE OFFICES

BOSTON
CHICAGO
HOUSTON
LOS ANGELES
NEW YORK
PALD ALTO
SAN FRANCISCO
WILMINGTON

BEWING
BRUSSELS
FRANKFURT
HONG KONG
LONDON
MOSCOW
MUNITH
PARIS
SA0 PAULO
SHANGHAI
SINGAPORE
SYDNEY
TORYO
TORONTO
VIENKA

HRPT does not consider you to be a legitimate representative of its tenants.

HRPT continues to engage in numerous rent negotiations with its tenants. If
you attempt to interfere in those negotiations or if you continue your campaign of
harassing HRPT and its representatives, you should expect that HRPT will respond

appropriately.

If any representatives of HRPT, including Ms. Yokota and me, do not
respond to any further communications you make, please understand that our silence
does not imply agreement to anything you write or say.

(Vg Lo

Clifford M, Sloan

cc: Ms. Jan Yokota
Mr. David Lepore
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Telephone: (808) 528-1100
Mtn to CONFIRM award.doc

Attorneys for Claimant
MASTERS PROPERTIES, LLC

IN THE CIRCUIT COURT OF THE FIRST CIRCUIT

STATE OF HAWAII o '
09-1-0396 RAT

JUDGE: __Rom A 7RADER

In the Matter of the Arbitration Between ) S.P.NO.
) (Special Proceeding)
MASTERS PROPERTIES LLC, a Maryland )
Company, ) MASTERS PROPERTIES LLC’S
) MOTION TO CONFIRM ARBITRATION
Claimant, ) AWARD; DECLARATION OF VALERIE
) M.KATO; EXHIBITS “A” - “B”; NOTICE
Vs. ) OF HEARING AND CERTIFICATE OF
) SERVICE
SERVCO PACIFIC INC., a Hawaii )
Corporation, HEARING:
; DATE: _Jdn MY, Qb /0
Respondent. y TIME: PL90 AM [F-> ¢
)
)

MASTERS PROPERTIES LLC’S MOTION TO CONFIRM ARBITRATION AWARD

MASTERS PROPERTIES LLC (“Masters”), by and through undersigned counsel Ning
Lilly & Jones, and pursuant to Hawaii Revised Statutes § 658A-22, hereby applies to this Court
for confirmation of the Decision and Award of the Arbitrators issued and dated November 19,

2009 (“Arbitration Award”). A true and correct copy of the Arbitration Award is attached hereto

as Exhibit “A”.

RECE
D5 ey NOV 3 g 200g



Masters is at all times relevant hereto, a Maryland Limited Liability Company doing
business in the State of Hawaii. Respondent SERVCO PACIFIC INC. (“Servco™) is at all times
relevant hereto, a Hawaii corporation. Venue is proper in this Court pursuant to Section 658A-
22, Hawaii Revised Statues.

Masters is the Lessor and Servco is the Lessee under the Lease dated October 2, 1981 for
Lot 1083 in Mapunapuna. TMK: (1) 1-007-031, consisting of 418,502 sq. feet, whose address is
2810 Pukoloa Street, Honolulu, HI. The Lease’s term is for 50 years from February 1, 1979 to
January 31, 2029 with fixed rent for the first 10 years, reopening every 10 years thereafter
beginning February 1, 1989.

The reopening that was the subject of the instant arbitration, is for the fourth 10-year
period from February 1, 2009 to January 31, 2019. Under the Lease, in case the parties fail to
agree on the net annual rent payable for any rental period at least 90 days before the
commencement of such period, “said rent shall be such fair and reasonable annual rent for the
demised land (exclusive of buildings) as shall be determined by three impartial real estate
appraisers|.]” Lease, § B, p.12.

No agreement on the rent was reached for the fourth period. Therefore, pursuant to the
terms of the Lease, on February 17, 2009 Servco appointed Jan R. Medusky as its appraiser and
on February 26, 2009 Masters appointed James Hallstrom as its appraiser. Thereafter, Mr.
Medusky and Mr. Hallstrom appointed Ted Yamamura. A true and correct copy of the
Submission Agreement is attached hereto as Exhibit “B”. After 5 days of arbitration hearings,
from October 12 through 16, 2009, and the submission of written briefs, the Arbitration Panel

issued its Arbitration Award attached hereto as Exhibit “A”. To date, there has been no



modification or correction to the Arbitration Award pursuant to § 658 A-20 or 658A-24, nor has .
it been vacated pursuant to §658A-23. &.Declaration of Valerie M. Kato.

WHEREFORE, Masters respectfully requests that:

1. The Court enter an Order and Judgment confirming the Arbitration
Award; and

2, The Court retain jurisdiction to enforce the terms of its Order confirming
the Arbitration Award.

Dated: Honolulu, Hawaii, NO\//CV}’]W ng, 7,00"]

N\

\41}/\]!, T o~

KE-CHING NIN

VALERIE M. KATO

Attorneys for Claimant
MASTERS PROPERTIES LLC



IN THE CIRCUIT COURT OF THE FIRST CIRCUIT
STATE OF HAWAII

In the Matter of the Arbitration Between ) S.P.NO.
) (Special Proceeding)

MASTERS PROPERTIES LLC, a Maryland )
Company, ) DECLARATION OF VALERIE M. KATO

)

Claimant, )

)

VS. )

) )

SERVCO PACIFIC INC., a Hawaii )

Corporation, )

)

Respondent. )

)

)

DECLARATION OF VALERIE M. KATO
I, VALERIE M. KATO, declare:
1. I have personal knowledge of facts stated in this Declaration and if called as a
witness in this action, I could and would testify to all matters set forth herein of my own

knowledge.

2. I am one of the attorneys for MASTERS PROPERTIES LLC, Claimant in the
above-captioned case.

3. Attached hereto as Exhibit “A” is a true and correct copy of the Decision and
Award of the Arbitrators dated November 19, 2009 which was received by counsel on November
23, 2009.

4. Attached hereto as Exhibit “B” is a true and correct copy of the executed

Statement and Agreement of Procedures, Scheduling and Fees dated July 21, 2009.



5. The arbitration hearing was held from October 12 through 16, 2009. To date,
there has been no modification or correction to the Arbitration Award attached as Exhibit “A”
pursuant to § 658A-20 or 658 A-24, nor has it been vacated pursuant to §658A-23.

I declare under penalty of perjury that the foregoing is true and correct.

Executed this 30th day of November, 2009, in Honolulu, Hawaii.

gl

VALERIE M. KATO




November 19, 2009

Ke-ching Ning, Esquire
ning@nljlaw.com

Valerie M. Kato, Esquire
vkato@nljlaw.com

Ning, Lilly & Jones

707 Richard Street Suite 700
Honolulu, Hawaii 96813

Bruce Lamon, Esquire
lamon@goodsill.com

Vincent A. Piekarski, Esquire

vpiekarski@goodsill.com

Goodsill Anderson Quinn & Stifel

Alii Place, Suite 1800

1099 Alakea Street

Honolulu, Hawaii 96813

Re: DECISION AND AWARD OF THE ARBITRATORS
Ground Rent Determination in Accordance with the Terms of the Lease Dated
October 2, 1981, by and between the Trustees Under the Will and of the
Estate of Samuel M. Damon, Deceased (Lessor), and Servco Pacific Inc.
(Lessee), for the Premises identified as Lot 1083, TMK (1) 1-1-7-31, 2810
Pukoloa Street, Honolulu, Oahu, Hawaii

Dear Ms. Ning, Ms. Kato, Mr. Lamon and Mr. Piekarski:

The current Lessor under the Lease is Masters Properties, LLC, and the current Lessee is Servco Pacific
Inc. The Lease demises the premises identified as Lot 1083, 2810 Pukoloa Street, Honolulu, Hawaii,
Tax Map Key (1) 1-1-07:31, and more particularly described in Exhibit “"A” of the Lease, and contains
418,502 square feet of land area.

The Lease provides for the reopening and redetermination of the fair and reasonable annual rent for
the demised land (exclusive of buildings) for the 10-year period commencing on February 1, 2009.

James E. Hallstrom, Jr., MAI, CRE, the appraiser appointed by the Lessor, Jan R. Medusky, MAIL, CRE,
the appraiser appointed by the Lessee, and Ted Yamamura, SRA, the appraiser appointed by Messrs.
Hallstrom and Medusky, have been duly constituted to perform the function of a board of arbitration
and serve as “Arbitrators” in determining the fair and reasonable annual rent of the demised premises.

The Arbitrators have reviewed the Lease, conducted procedural meetings with the agents for the
Lessor and Lessee, inspected the demised Premises, conducted a hearing, considered all documents
and other written communications submitted by or on behalf of the Lessor and Lessee, analyzed
relevant market and other data, and discussed and shared their analyses and findings.

g/

e

KHIBIT“ A"

1

i



Ke-ching Ning, Esquire
Valerie M. Kato, Esquire
Bruce Lamon, Esquire
Vincent A. Piekarski, Esquire
November 19, 2009

Page two

NOW THEREFORE, In accordance with the Lease, the submission agreement and applicable laws of the
State of Hawaii, the Arbitrators have unanimously determined the fair and reasonable annual rent of
the demised premises, as of February 1, 2009, to be:

TWO MILLION TWO HUNDRED THOUSAND DOLLARS
($2,200,000)

IN WITNESS WHEREOF, the undersigned Arbitrators have executed these presents as of the 19% day
of Noyember 2009.

- z_«x«u«<<><

James . Hallstrom, Jr., MAI

Jaf R. Medusky, MAI, CRE

o "j,/’ﬂ >
YedXamarhura, SRA, R/W-AC

STATE OF HAWAII )
CITY AND COUNTY OF HONOLULU )

On November 19, 2009 before me personally appeared James E. Hallstrom, Jr., Mr. Jan R. Medusky,
and Mr. Ted Yamamura, to me known to be the persons described in and who executed the foregoing
instrument and acknowledged that they executed the same as their free act and deed.

.»""\\"c_’.‘\f‘.’f’.,
;OgaTgoma%:-lunter 3 Circuit Doc Date: U ‘& éqﬂ g s L o
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July 21, 2009

Ke-ching Ning, Esquire
ning@nljlaw.com

Valerie M. Kato, Esquire
vkato@nijlaw.com

Ning, Lilly & Jones

707 Richard Street Suite 700
Honolulu, Hawaii 96813

Bruce Lamon, Esquire

blamon@goodsill.com

Vincent A. Piekarski, Esquire
vpiekarski@goodsill.com
Goodsill Anderson Quinn & Stifel
Alii Place, Suite 1800

1099 Alakea Street

Honolulu, Hawaii 96813

Re: STATEMENT AND AGREEMENT OF PROCEDURES, SCHEDULING AND FEES
RELATING TO:
Ground Rent Proceeding in Accordance with the Terms of the Lease Dated
October 2, 1981, by and between the Trustees Under the Will and of the
Estate of Samuel M. Damon, Deceased (Lessor), and Servco Pacific Ine.
(Lessee), for the Premises identified as Lot 1083, TMK (1) 1-1-7-31, 2810
Pukoloa Street, Honolulu, Oahu, Hawaii

Dear Ms. Ning, Ms. Kato, Mr. Lamon and Mr. Piekarski:

OVERVIEW

The current Lessor under the Lease is Masters Properties, LLC, and the current Lessee is Servco Pacific
Inc. We understand that the Lessor and the Lessee have been unable to reach agreement as to the
fair and reasonable annual rent for the demised land (exclusive of buildings) “Premises” as it relates to
the establishment of the annual rent for the 10-year period commencing on February 1, 2009, as
stipulated in the Lease. Lessee has therefore invoked the appraisal provision of the Lease and both
Lessor and Lessee mutually agree that the matter is to be determined by arbitration according to the
Lease.

In accordance with the procedure for appointment of arbitrators as specified in the Lease, James E.
Hallstrom, Jr., MAI, CRE, has been appointed by the Lessor, Jan R. Medusky, MAI, CRE, has been
appointed by the Lessee; and Ted Yamamura, SRA, has been appointed by Messrs. Hallstrom and
Medusky (Messrs. Hallstrom, Medusky, and Yamamura are collectively referred to as the “"Panel”). Mr.
Yamamura shall serve as the chairman of the Panel.

This agreement sets forth the procedures, scheduling and fees relative to this arbitration proceeding
to determine the fair and reasonable annual rent for the Premises (the “Proceeding”). The Panel
understands that all expenses of this Proceeding shall be borne equally between Lessor and Lessee,
except that each party shall pay the fees of its own attorneys and witnesses.
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Within this agreement, the Lessor and Lessee are collectively referred as the "Parties of Interest” and
each as a "Party of Interest". The Parties of Interest and the Panel are collectively referred to as the
“Parties" and each as a "Party".

The Matter to be Determined: The Panel is to determine the fair and reasonable annual rent for
the Premises, as of February 1, 2009 (commencement date of the ten-year rent reopening period), all
in accordance with the Lease. The Premises is identified as follows:

Lot 1083, 2810 Pukoloa Street, Honolulu, Hawaii, Tax Map Key (1) 1-1-07:31

The land area to be utilized by the Panel is as provided in Schedule "A” of the Lease. The Panel has
been furnished with a copy of the Lease which contains a total of twenty (20) pages and constitute the
total contract and agreement between the Parties of Interest with respect to the Premises. The Panel
is informed that there are no additional documents or amendments to the Lease in effect on the date
of this agreement that amend or modify the rent setting provisions of the Lease.

+ Procedures and Scheduling Conference: An initial procedures and scheduling conference
was held on Friday, June 5, 2009, in connection with this arbitration. Each of the Parties of
Interest was represented at this meeting.

s Site Visit: The Panel’s site visit is scheduled for October 12, 2009, and will commence at
9:00 a.m. The Parties of Interest and their authorized representatives are invited, but are not
required, to be present. it is requested that the Parties of interest give prior notice to the
Panel in the event either Party of Interest decides not to attend. The Panel may question a
Party of Interest or their counsel during the site visit regarding physical issues, provided,
however, the other Party of Interest or their counsel shall be given the opportunity to
comment on the Panel's inquiries. Further, neither Party of Interest nor their counsel shall
attempt to present any valuation evidence to the Panel during the site visit.

+ Hearing: A hearing is scheduled for October 12, 2009, immediately following the site visit.
and will take place at the offices of The Hallstrom Group, (nc.. located at 1003 Bishop Street,
Pauahi Tower, Suite 1350 in Honolulu. :

o Schedule. The Panel has set aside the hours of 9:00 a.m. to 12:00 noon, and 1:30 to
§:00 p.m. for five (5) days commencing on October 12, 2009, to October 16, 2009, to
conduct the Hearing. If necessary, the Hearing will be continued on October 17, 2008,
under the same hours. {f the Hearing is not completed on October 17, 2009, the
Parties shall schedule mutually acceptable and convenient dates to continue the
Hearing until completed.

o Presentation of Evidence. At the Hearing, the Parties of Interest may present expert
or lay witnesses for the purpose of assisting the Panel in understanding their position
on the issues being considered. Each witness may be subject to cross examination by
the other Party of Interest and the Panel, in that order. Re-direct examination shall be
limited to matters raised in the questioning. Each Party of Interest shall have its
witnesses available to testify sequentially on the scheduled date to ensure that there
are no breaks in the conduct of the Hearing. No undisclosed witnesses may be called.
The witness exclusion rule shall apply.

o Order of Presentation. The Hearing shall be conducted in phases in the following
order:

* Presentation by the Lessor, including expert and lay witnesses.
= Presentation by the Lessee, including expert and lay witnesses.
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o Rules of Evidence. Conformance to Hawaii Rules of Evidence will not be strictly
adhered to but will serve as guidance in considering the permissible scope and weight
of evidence presented.

Attendance at the Property Inspection and Hearing: Any person who is not an expert
witness that has a direct interest in the arbitration may attend the property visit and hearing.

Briefs, Expert Reports and Other Evidence: Each Party of Interest intends to submit
expert reports and may elect to conduct depositions of expert witnesses.

o Exchange of Expert Reports and Witness Disclosures. The Parties of Interest shall

have until 4:00 p.m. on July 31, 2009, to exchange written expert reports, which may
be in summary form, and witness disclosures.

o Supplemental Expert List Witness Disclosures. The Parties of Interest shall have until

4:00 p.m. on August 14, 2009, to exchange supplemental written expert reports,
which may be in summary form, and supplemental witness disclosures.

o Deposition of Experts. The Parties of Interest shall conduct their depositions (if any)
of expert witnesses during the week of August 24, 2009.

o Qpening Brief. The Parties of Interest shall have until 4:00 pm on October 5, 2009. to
submit an Opening Brief to the Panel, and exhibits including expert reports and
appraisals. ‘

o Post Hearing Briefs. If desired, the Parties of Interest shall each submit a post hearing
brief not later than 4:00 pm on the date that is fourteen (14) days after the conclusion
of the Hearing as evidenced by the close of testimony. Post hearing briefs shall be
limited to issues and topics previously raised in the submissions by the Parties of
Interest or at the Hearing. No new evidence shall be submitted with the post hearing
briefs except as specifically authorized by the Panel.

o Copy to Other Party of Interest. A copy of each submittal made to the Panel by either
Party of Interest shall be served concurrently on the other Party of interest by the
same method of delivery used for the Panel.

o Requests for Additional Information. From time to time during the course of the

Proceeding, the Panel may seek additional facts or opinions from the Parties of
Interest. Responses to such requests must be copied to the other Party of Interest.

o Independent Research. The Panel may engage in additional independent research and
analysis.

Questions of Fact or Law: [f a definitive award by the Panel requires their resolution of any
legal question, or any other question which involves information that is known or conveniently
available only to the Parties of Interest, the Panel will not resolve the question without first (a)
advising the Parties of Interest of the issue or question and (b) allowing each of them ten (10)
calendar days to deliver to the Panel a written response, and (c) duly considering the merits of
each response.

Contact with the Parties of Interest: The Panel will be impartial in its conduct of the
Proceeding and, except as provided herein, will neither initiate nor accept any ex parte
communication, either oral or written, to or from the Parties of Interest or their counsel.
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Notices: All notices and documents that may or are required to be given hereunder shall be
in writing and shall be sent by (a) email, (b) personat delivery, (c) registered or certified mail,
return receipt requested, postage prepaid, addressed as set forth below, (d) Federal Express
or other reputable courier service regularly providing evidence of delivery, or (e) confirmed
facsimile transmission (“Fax") to the Fax number of such Party set forth below.

Notices and documents shall be deemed served or given for all purposes hereunder at the
time such notice, demand or request shall be delivered (as established by acknowledgment of
the recipient, return receipt, or courier's proof of delivery), the Fax thereof is successfully
transmitted to the recipient, or upon confirmation of receipt by the recipient (if transmitted by
email). Any refusal to accept delivery of a written notice or document delivered or mailed to
the addresses set forth below shall be deemed to be receipt of such notice or document for the
purposes of this agreement. Any Party may change its address for notice, Fax number or
email address by delivering written natice thereof to the other party in the manner set forth
hereinbefore, and thereafter such party's notice address, Fax number or email address shall
be the new address or Fax number.

-The addresses, Email and Fax numbers of the Parties for notices shall be as follows:

Panel Chair. Ted Yamamura, SRA
ACM Consultants, inc.
2073 Wells Street Suite 100
Wailuku, Hawaii 96793
Telephone: (808) 270-0604
Facsimile: (808) 242-1852
Email: ted@acmmaui.com

Lessor: Masters Properties, LLC
c/o Ning, Lilly & Jones
Ke-ching Ning, Esquire
ning@nljlaw.com
Valerie M. Kato, Esquire
vkato@nljlaw.com
707 Richards Street, Suite 700
Honolulu, Hawaii 96813
Fax: (808) 531-2415

Lessor: Servco Pacific Inc.
¢/o0 Gadsill Anderson Quinn & Stifel
Bruce Lamon, Esquire
blamon®@goodsili.com
Vincent A. Piekarski, Esquire
vpiekarski@goodsill.com
Alii Place Suite 1800
1099 Alakea Street
Honolulu, Hawaii 96813
Fax: (808) 547-5880

Disclosure: Each of the arbitrators in this matter has previously submitted a letter of
disclosure to the Parties of Interest. Consistent with Hawaii Revised Statutes Subsection
658A-12(b), supplemental disclosures will be made as appropriate.

Arbitration Decision (Award): The Panel will complete the Proceeding pursuant to the
Lease and the terms of this agreement and will execute, acknowledge, and serve its award in
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writing upon the Parties of Interest, as provided herein. The award shall be issued within a
reasonable time but not later than forty five (45) calendar days following the close of
testimony at the Hearing, or the deadline to submit post hearing briefs. In accordance with
the provisions of HRS Section 658A-19, the decision and award shall be in the form of a
notarized statement signed by the three arbitrators setting forth an identification of the
Premises, the nature of the assignment, and the final decision. In the case of a lack of
unanimity, the decision of two of the three arbitrators (majority) shall represent the findings
of the Panel. The notarized statement shall be delivered personally or by registered mail to
the Parties of Interest or such Parties attorney. No report will be issued, nor will the Panel be
obligated to review their decision. the specific valuation methodology or methodologies or
other aspects of the decision with the Parties of Interest.

Confirmation, Vacation, Modification, or Correction of Arbitration Decision (Award):
A Party of Interest will pay the reasonable fees and costs necessarily and reasonably incurred
by each Panel Member in responding to discovery requests and court appearances requested
by such Party of Interest if:

(1) That Party of Interest fifes a motion to vacate, modify, or correct the award of the
Panel pursuant to Chapter 658A, Hawaii Revised Statutes, and the motion is denied; or

(2) That Party of Interest opposes a motion to confirm the award of the Panel pursuant to
Chapter 658A, Hawaii Revised Statutes, and the motion is granted.

furthermore, if any of the Panel Members shall be compelled to collect any of the foregoing
expenses for fees through legal process, the responsible Party of interest hereby agrees to
pay any individual armount due on account of such collection action, including attorney's fees
incurred.

In addition, if either Party of Interest files a motion, lawsuit or other proceeding against any or
all of the Panel Members for any action taken by the Panel Member(s) during the Proceeding,
and if such motion is denied or such proceeding is found to be without merit, the Party of
Interest filing such proceeding will indemnify the Panel Member(s) against all reasonable costs
and expenses, including attorney's fees, reasonably paid or incurred in connection with such
proceeding.

Non-refundable Arbitration Fees: Each Party of Interest shali pay all proper costs and
expenses of such arbitration in the following manner:

For services rendered under this agreement, the fee for each Panel Member shall be $30,000
which is inclusive of general excise tax, travel and expenses. The Lessor and Lessee shalil
each pay one-half of all costs and expenses of this Proceeding in the following manner. The
fee for each Panel Member at the time of execution of this letter shall be made payable to the
respective Panel Member as follows:

Par t Fee Payee

Lessor $15,000.00 Hhe He 7 Group, Inc.
$15,000.00 Medusky & Company, Inc.
$15,000.00 ACM Consultants, lnc.

Lessee $15.000.00 ‘The Hallstrom Group, Inc.
$15,000.00 Medusky & Company. Inc.

$15,000.00 ACM Consuitants, Inc,
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The fee represents the Panel's estimate of its total fee for completing the Proceeding. The
checks for each Panel Member should be mailed to the Panel Chair at the address provided
herein. 1t should be noted that the total fee is due and payable upon acceptance and
execution of this agreement.

In the event any additional fees become due as a result of unusual or unforeseen
circumstances that may arise during the course of the Proceeding, the Parties of interest will
be notified as soon as the same is determined and shall determine whether additional fees
should be incurred prior to incurring said fees. The Panel will not be paid such additional fees
without prior agreement by the Parties of Interest. The foregoing does not include any
allowances for significant out-of-pocket costs, such as outside professional fees, incurred after
the Parties of Interest agree to such expenditure. The Panel will not be obligated to proceed
or continue with the Proceeding unless each Panel Member's fee is paid.

The Panel will advise and request approval from the Parties of Interest if the Panel deems it
necessary to obtain legal counsel to represent them in this proceeding to ensure that matters
legal in nature are properly handled. Legal counsel fees will be borne equally by the Parties of
Interest.

If the Parties of interest should cancel the Proceeding by mutual agreement prior to
submission of the appraisal reports and Opening Briefs, each Panel Member shall retain
$5,000.00 as a non-refundable fee, and shall return of the balance of the total fee remaining
equally to each Party of Interest.

If the Parties of Interest should cancel the Proceeding by mutual agreement after submission
of the appraisal report and Opening Briefs, non-refundable payments to the Panel Members
shall be calculated as follows:

o Each Panel Member shall retain $10,000 as a non-refundable arbitration fee.

o Each Panel Member's hourly billing rate for this Proceeding is $350.00. At the time of
cancellation by the Parties of Interest, each Panel Member shall determine the time
expended and shall calculate the remaining arbitration fee based on the Panel
Member's hourly billing rate and the hours expended in excess (if any) of the number
of hours reflected in the non-refundable arbitration fee. Each Panel Member shall mail
to the respective Party of Interest the refundable portion of the arbitration fee.

Acceptance of these conditions and authorization for the Panel to proceed as outlined
herein shall be evidenced by delivery of a signed copy of this agreement together with the
requested fees to the Panel Chair at the address provided herein. A signed copy should
concurrently be sent to the other Party of Interest. It is understood that this agreement may be
executed in counterparts but it will have no force or effect unless and until executed by each Panel
Member and authorized representatives of the Lessor and Lessee. The Parties of Interest and the
Panel will have each executed at least one but not necessarily the same counterparts.

[signatures appear on the foliowing page]
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APPROVED AND ACCEPTED:

Lessor:

Lessee:

APPROVED AS TO FORM:

oo a )

Ke- Ehmg Ning, Esquire
attorney for Lessor

8ruce Lamon, Esquire
attorney for Lessee

James E. Hallstrom Jr., MAI, CRE

LS Nwlw\b/

JaéR Medusky, MAI, CRE

o e
Pt 2
?edeamamﬂa, SRA
Panel Chair

Masters Properties, LLC

L .avxd M Lepore
Senior Vice President

Servco Pacific Inc.

By -
Name: arol K. Lam
Title: genior Vice-President
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Japmes E| Hallstrom Jr., M@Eﬁ)
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Jan/R. Medusky, MAI, CRE

>

(Zed Yamariura, sra
Panel Chair
APPROVED AND ACCEPTED:
Lessor: Masters Properties, LLC

By

Name:
Title:

Servco Pacific Inc.

Lessee: By Lw-‘\/ ~, a?@/zrj

Name: Carol K. Lam
Title:  genior Vice-President

APPROVED AS TO FORM:

Ke-Ching Ning, Esquire
attorney for Lessor

%Y P

Bruce Lamon, Esquire
attorney for Lessee




Ke-ching Ning, Esquire
Bruce Lamon, Esquire
July 21, 2008
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Summary of Scheduled Events and Deadlines

__Event Date Time

Exchange of Written Expert July 31, 2009 4:00 PM
Reports, and Witness Disclosures -

August 14, 2009 4:00 PM
Supplemental Written Expert '
Reports and Witness Disclosures
Expert Witness Depositions Week of August 24, 2009

4:00 PM

Pre-Hearing Brief, and Exhibits October 5, 2009
Including Expert Reports and
Appraisals due to Panel
Property Inspection October 12, 2009 9:00 AM

Hearing

Week of October 12, 2009

(October 17, 2009 -
Spillover Day)

Immediately after
property inspection
at office of the
Hallstrom Appraisal
Group, Inc.

Submission of Post Hearing Briefs

14 days after conclusion
of the Hearing

4:00 PM

Arbitration Decision

45 days after conciusion
of the hearing or deadline
to submit post hearing
briefs.




IN THE CIRCUIT COURT OF THE FIRST CIRCUIT
STATE OF HAWAII

In the Matter of the Arbitration Between ) S.P.NO.

) (Special Proceeding)
MASTERS PROPERTIES LLC, a Maryland )

Company, ) NOTICE OF HEARING AND
) CERTIFICATE OF SERVICE

Claimant, )
)
Vs. )
iy )
SERVCO PACIFIC INC., a Hawaii )
Corporation, )
)
Respondent.
NOTICE OF HEARING

TO: VINCENT PIEKARSKI
BRUCE LAMON
Goodsill Anderson Quinn & Stifel
Alii Place, Suite 1800
1099 Alakea Street
Honolulu, Hawaii 96813
- Attorneys for Respondent

PLEASE TAKE NOTICE that the foregoing motion will come on for hearing before the

Fe
Honorable /%M A, TM@( in @her courtroom An the Kaahumanu Hale, 777
Punchbow!l Street, Honolulu, Hawaii 96813, onL / ‘/’- / 0 at Tﬁf f4m or as soon

thereafter as counsel can be heard.

DATED: Honolulu, Hawaii, November 20, 2009.

\ ot L Hps

KE-CHING NING

VALERIE M. KATO
Attorneys for Claimant
MASTERS PROPERTIES LLC



CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing document will be duly served via U.S. MAIL

and FACSIMILE upon following party at their last known addresses on

W\30\0g

VINCENT PIEKARSKI
BRUCE LAMON
Goodsill Anderson Quinn & Stifel
Alii Place, Suite 1800
1099 Alakea Street
" Honolulu, Hawaii 96813
Attorneys for Respondent

DATED: Honolulu, Hawaii, November 30, 2009.

\nta (bt

KE-CHING NING

VALERIE M. KATO

Attorneys for Claimant
MASTERS PROPERTIES LLC




JAMES W. Y. WONG
3737 Manoa Road « Honolulu, Hawaii 96822 » (808)946-2966 » Fax: (808)943-3140

January 29, 2010

VIA EMAIL
EBMtestimony@Capitol.hawaii.gov

Honorable Representative Angus L. K. McKelvey, Chair

Honorable Representative Isaac W. Choy, Vice Chair

Members of Committee on Economic Revitalization, Business, & Military Affairs
Committee on Economic Revitalization, Business, & Military Affairs

RE: House Bill HB2284

Dear Honorable Chair McKelvey and Honorable Vice Chair Choy, and Members of the
Committee on Economic Revitalization, Business, & Military Affairs:

I support passage of House Bill HB2284 which is a bill to extend Act 189. The purpose of the
Act was to help stabilize our economy by addressing some of the vague provisions of existing
commercial and industrial leases by clarifying provisions in such leases without substantial
impact of the economic benefit to the owners or impact their ownership of the land, without
impairing their lease contracts or without taking any property rights without due process of law.
In 2009 Senate (SB764) which preceded Act 189 was passed by both House and Senate and the
governor allowed it to become law.

As a lessee of commercial real estate, the bill if passed would allow Act 189 to continue which
would provide that fair and reasonable rents would be provided for leases that are up for
renegotiation, at a time when our entire economy is gasping for survival.

The issues brought before the legislature during the last session have only worsened. However,
extending Act 189 by the passing of HB2284 will help the welfare of the Hawaii community and
businesses and to stabilize the rents lessors charge and lessees pay.

The leasehold properties for which I am or was a ground lessee includes King University Plaza,
Moiliili Plaza, University Plaza, Hale Anue, Waiakamilo Shopping Center, Waialae Plaza,
Central Plaza, Waipahu Shopping Plaza, Kapolei Medical Park, Kailua Post Office, Windward
Town & Country Plaza Phase 1 and 2, Windward Shopping Center (former Kailua Daiei
property), Kapalama Shopping Center, and Kapalama Industrial leases.

I urge your approving House Bill HB2284

Alocha,

Spowa W Ty Wirey ”

James W. Y. Wong

f\data\il\jw folder\HB2284-JW Testimony



VIA E-MAIL
EBMtestimonv(@Capitol.hawaii.gov

January 29, 2010

Honorable Representative Angus L. K. McKelvey, Chair

Honorable Representative Isaac W. Choy, Vice Chair

Members of Committee on Economic Revitalization, Business, & Military Affairs
Committee on Economic Revitalization, Business, & Military Affairs

RE: House Bill HB2284

Dear Honorable Chair McKelvey and Honorable Vice Chair Choy and Members of the
Committee on Economic Revitalization, Business, Military Affairs:

I support the passage of House Bill HB2284 which is a bill to extend Act 189. My
employer is a lessee and this legislation is important to ensure the viability of his
business. Without his business operation, [ may be unemployed. Extending Act 189 by
the passing of HB2284 will help the Hawaii economy and to help me to retain my job.

Please approve House Bill HB2284

Aloha,

Print Name Signature Address

Kesarmo Hoses  Marne. 3358 ALoken Ave. How, I 63K
sk, Trrres . F? Brr 258Y2 }hN G528

Cokdi ok fguh £ Opihikes B - Hon 125

' o X U-522_Hoolakor Pl B HT 5470

Mom W 0% puaw . bm b GoSie
ﬁ%m«k 99-319 (sne St Arec s 96701

‘h&-uu_&,_, 06 46 Ayeart, fholvls KT




From: James McCully [jwmccully54@gmail.com]

Sent: Sunday, January 31, 2010 7:22 PM
To: EBMtestimony

Cc: Bob Herkes

Subject: HB 2284 Testimony

Regarding HB 2284

Aloha Rep. McKelvey

I fully support the extension of Act 189 through the passage of House Bill 2284, with the intent to support the
small business owners and Lessee’s that are affected by this Act. This attempt to encourage proper
implementation of the Lease between Lessor and Lessee is a small step in addressing the very dysfunctional
commercial leasehold lands problem in our state of Hawaii, particularly on the island of Oahu. I say this as a
Lessee of nearby Industrially zoned land that is currently beginning renegotiation of lease rents for the next 10
years, and the Lessor (KSBE) has asked for a 1,700% increase in Ground Rent!!! This will bankrupt my
investment if they succeed in gaining this increase. While I know that HB 2284is unique to the Lessees of a
nearby area I believe that it is important to address the problems of commercial leases throughout the state
whenever we can. With the current economic issues facing our State this is such a time and it is reasonable for
the Legislature to intervene in matters such as this.

I have read that more than 85% of all Industrial and Commercially zoned lands are controlled by 7 large
landowners, and HRPT is one of them. They have taken advantage of this stranglehold thorough ever
increasing prices of the small amount of land that is for sale in Fee Simple. This scarcity leads to unrealistic
prices paid for the rare zoned property available for sale, and then the large landowners use this as a
comparative sale when appraising the value of their lands. This is taking unfair advantage of our unique
economic environment with limited lands and no alternative locations to conduct our business. Please support
our economy by helping to keep small business in business.

Please pass HB 2284

Mabhalo,

James McCully

Rep. Robert Herkes , Rep. Clift Tsuji , Rep. Jerry Chang



02-01-2010 09:58am  From=SUN Industries Inc. / Aftirmsd 808 833 9035 T-988 P.001/001  F=01B

February 1, 2010

Represemative Angus L.K. McKelvey, Chair

Representative Isaac W. Choy, Vice-Chair

House Commirtee on Economic Revitalization, Busincss, & Military Affairs
State Capitol

Honolulu, Hawan 96813

Re:  HB 2284 Re: Relating to Real Property — Testimony in Support
Hearing Date: Tuesday, February 2, 2010, 8:30 AM, Room 312

Dcar Representatives McKelvey, Choy and Members of the Commitiee:

I support passage of House Bill HB2284 which 1s simply written to extend the sunset of Act 189.
The issues brought before the legislature during the last session have only worsened. However,
extending Act 189 by the passing of HB2284 will help the wellare of the Hawaii community and
businesscs and to stabilize the rents lessors charge and lessees pay.

Please approve House Bill HB2284.

- -

Aloha, i
;oA

/
Gary Tohn Kaha’i Hiram

1356 Akaiki Street
Katlua, Hawaii 96734
808-722-1638
gary.hiram@gmail.





