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House Bill 1793, House Draft 1, proposes to establishe penalties for the destruction or harvesting
of native sandalwood trees; requires replanting for trees harvested; bans the export of raw or
unprocessed sandalwood timber; and established Department of Land and Natural Resources
(Department) policies regarding sandalwood. The Department supports this measure, but
requests that House Bill 1793, House Draft 1 be amended to include other native forest resource
that may in the future be similarly in need of conservation, in addition to sandalwood.

Over the past 200 years, there has been a steady decline of all native sandalwood species
(Santalum) in Hawaii. The decline can be attributed to the harvesting of Santalum species for the
high international demand for the sweet-smelling qualities of the wood, as well as impact by
non-native mammals, insects, and diseases that limit regeneration and grow of the existing trees.
While protection of Santalum is afforded on state lands and within the state conservation district,
there is no regulation or oversight on the harvest, sale or destruction of the sandalwood on
private owned or managed lands outside of the Conservation District.

The Department agrees that additional protection is needed through regulatory controls. Rather
than deal with regulating commercial exploitation on a case-by-case basis, the Department
recommends the expansion of this measure to apply to native forest resources in general that may
be subject to a similar decline as Santalum. The Department feels that the regulation of the
commercial harvest of sandalwood is the appropriate level of regulation at this time. Should the
species need further protection in the future, the Department has the authority under Chapter
195D, Hawaii Revised Statutes - Conservation of Aquatic Life, Wildlife, and Land Plants to
implement a more restrictive level of protection for the species.

The Department offers the following amendments to House Bill 1793, House Draft 1, as
attached.



Proposed amendments to House Bill 1793, House Draft 1

§183-A Commercial harvest of forest resources deemed in need of conservation;
duties. In addition to duties listed in section 183-1.5, the department shall:

(1) Support the sustainable management and use of native forest resources throughout the
State;

(2) Identify and protect native forest resources deemed in need of conservation for
sustainable management and conservation of those species;

(3) Establish rules for designating forest resources in need of conservation and establish
rules regarding the issuance of permits for commercial harvest of forest resources
deemed in need of conservation;

(4) Provide incentives to local entrepreneurs to cultivate native species, especially those
deemed in need of conservation, for reforestation programs or sustainable commercial
operations; and

(5) Provide support for programs that ensure the sustainability of commercial operations
for forest resources deemed in need of conservation in the State.

§183-B Harvesting of native forest resources deemed in need of conservation. (a) All
commercial harvesting of native forest resources deemed in need of conservation on all lands
shall be done in accordance with a harvest permit approved by the board, and in accordance with
the provisions regarding conservation of aquatic life, wildlife, and land plants; and the provisions
regarding environmental compliance.

(b) It shall be unlawful to harm, destroy or harvest any material of a forest resource, living or
dead, deemed in need of conservation for commercial purposes without a harvest permit issued
by the board.

(c) It shall be unlawful to export any material of forest resource, living or dead, outside of
the State for commercial purposes except as granted under a harvest permit issued by the board.

(d) Native Hawaiian sandalwood, including all six Santalum species endemic to Hawaii, are
hereby deemed forest resources in need of conservation.

(d) The department shall adopt rules pursuant to chapter 91 to effectuate the purposes of this
section.

§183-C Permits. (a) Subject to chapter 91, the department shall adopt rules regarding the

issuance of a permit to destroy, harvest or export for commercial purposes any material of a



forest resource, living or dead, deemed in need of conservation, described in section 183-B(a).
The rules shall establish the provisions for board approval of a harvest permit:

(1) Requirements to obtain a harvest permit;

(2) Duration of a harvest permit;

(3) Terms and conditions of a harvest permit; and

(4) Disqualifications that will prevent the approval of a harvest permit.

(b) No harvest permit or license for the commercial harvest or exportation outside of the
State of any material of a forest resources, living or dead, deemed in need of conservation shall
be issued by any officer or agency of the State without the prior approval and concurrence of the
board. In determining whether to grant or withhold such approval, the board shall be guided by
the standards set forth in chapter 183.

§183-D FKees. (a) The board shall establish a processing fee for the harvest of forest resources
deemed in need of conservation. Fees collected shall be deposited in the forest stewardship fund
established under chapter 195F-4 to support forest management and restoration.

§183-E Criminal penalties. Any person who violates section 183-B, upon conviction
thereof, shall be guilty of a misdemeanor and shall be fined $10,000 or no less that twice the
current fair market value of the product, or imprisoned not more than one year, or both. In
addition to any other penalty imposed under this section, fines and penalties in accordance with
sections 183-5 and 183-18 shall be levied for each individual forest resource illegally harvested
under section 183-B. Fines collected pursuant to this section shall be deposited into the forest
stewardship fund established under section 195F-4.

§183-F Definitions. (a) As used in this part, “native forest resources deemed in need of
conservation” means those forest species identified by the board as currently in decline and in
need of conservation.

(b) As used in this part. “Hawaiian sandalwood” means the Santalum species endemic to the
islands of Hawaii including Santalum ellipticum (Maui, Lana‘i, Moloka‘i, Kaua‘i, O‘ahu,
Hawai‘i); S. freycinetianum (O‘ahu); S. haleakalae var. haleakalae (Maui) and haleakalae var.
lanaiense (Maui, Lana‘i, Moloka‘i); S. paniculatum var. paniculatum (Hawai‘i} and paniculatum

var. pilgeri (Hawai‘i); S. involutum (Kaua‘i); and S. pyrularium (Kaua‘i).
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HAWAI'| FOREST INDUSTRY ASSOCIATION

P.0.Box 66 % '‘Odkala, Hl 96774
Phone: 808-933-9411

Email: hfia@hawaiiforest.org
Website: www.hawaiiforest.org

February 9, 2012

- TESTIMONY ON SB1793
RELATING TO CONSERVATION AND RESOURCES

Dear Chair Gilbert Agoran, Vice Chair Karl Rhodes and Members of the Committee on Judiciary,

Thank you for the opportunity to testify on 5B179 - Relating to Conservation and Resources.
Hawaii Forest Industry Association supports the overall goals of this legislation to increase the
reforestation efforts through the State for all native sandalwood species. We support providing
incentives to local entrepreneurs to cultivate sandalwood for reforestation or commercial operations.

However, we would like to express our concerns regarding the sections of the legislation which
are strong disicentives to the planting and growing of Sandalwood on private land.. The current version
of the legislation offers potential growers the prospect of criminal penalties; an unspecified value of the
harvest going to the state and the Government regulating by an undefined permiting process, whena -
grower may harvest his trees. These are hardly incentives to grow sandalwood. We feel these conditions
would be a major disincentive for a potential grower.

We are unclear as to the basis for DLNR’s requirement of a permit to harvest and request
clarification as to the purpose of the permitting. HFIA objects to DLNR's taking of a percentage of the
dollar value of the sandalwood or sandalwood products harvested or sold.

As presently structured, Hawaii Forest Industry Association’f view is that the legislative action as
presently drafted will have the opposite effect of the stated goal and will be a dicincentive, rather than an
incentive to the growing of sandalwood in Hawaii.

We appreciate the Committee’s consideration of our comments on SB1793. HFIA is a
non-profit Hawaii organization, incorporated in 1989, which promotes a balance of forest land
uses and sound management practices for all of Hawaii’s forests. Our industry generates an
estimated $30.7 million in business for the State. HFIA represents approximately 250 member
companies and individuals. We have worked closely with the Division of Forestry and Wildlife
(DOFAW) and the DLNR over the past 17 years to promote, foster and develop industry
standards, initiate forestry research and development, and promote quality control and
industry integrity in the State of Hawaii.

Sincerely,

Lloyd Jones
Legislative Chair



by ] The Foundation for Islands of Harmony
* 999 Bishop Street, 23rd Floor, attn Dr. Li
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HB 1793, HD 1 Relating to SANDALWOOD

Hawaii State Legislature
House Committee on Judiciary
February 10, 2012

Testimony of Leigh-Wai Doo

Thank You for this Hearing.

We advocate the adoption of HB 1793, HD1. It would establish a process
to protect and reforest the endemic Native Hawaii Sandalwood, ILIAHI .
found only in Hawaii.

HD 1 amended HB 1793 to meet the suggested amendments of DLNR in
its testimony dated January 27, 2012. The Department agreed that
additional protection of the native sandalwood species is needed through
regulatory controls of sandalwood harvesting as proposed in this measure.

HB 1793, HD1 entrusts a duty to a State agency, DLNR, to:develop
regulations and for all of us to strive to

1.
2.
3.

Preserve old growth ILIAHI;

Develop incentives for entrepreneurs to cultivate ILIAHI;

Support sustainable commercial Sandalwood operations in Hawaii
with replantings by plan

. Encourage Hawaii’s wood craftsmen to carve and fashion Hawaii

made mementos, adding greater value to a scarce resource;
Provide a means of financing DLNR regulation and oversight by
licensing and processing fees for Sandalwood commercially logged

Without HB 1973 and its associated licensing, penalties and regulations
remaining stands of ILIAHI may be destroyed on private lands, as there
are no controls in Hawaii.



A case in point is the Sandalwood logging actively occurring today on the
Big Island by a company recently in bankruptcy. The company reportedly
held 7.9 million tons of Sandalwood that may be clear-cut and uprooted.
(Attachment 1: Environment Hawaii, Oct 2010, Vol.21 No.4)

As of yet, there is no legal control nor statewide plan specific for the
protection and replanting of Hawaii's ILIAHI; On conservation land there is
only generic potential regulation. . On private agriculture land.there are no
regulations nor supervision. A filed injunction to halt thie above company’s
logging practices was not fulfilled. Hawaii's endemic species of
Sandalwood is in threat of extinction, when a high percentage of its
remaining stands are cut, uprooted, milled or chipped raw and sold
overseas to an insatiable international market.. Without legal controls or
supervision on private agricultural land, heritage legacy trees hundreds of
years old may, and probably are, cut today. All Native Hawaiian
Sandalwood endemic species are now designated and listed as AT Risk
utilizing formal standard criteria by United Plant Savers. Attachment 2.

A million years ago, perhaps 1.5 million years ago, a sandalwood seed
probably first arrived in Hawaii in the gut of a bird from southeast asia or
australia. Over tens of thousands of years in Hawaii’s soil ILIAHI evolved
into at least six independent species, the process of evolution adapting to
the unique environments of lanai, haleakala, kauai, oahu, big island and
known to formerly be in the Northwest Hawaiian Islands. Many millenium
of ILIAHI evolution can not be allowed , by intent or neglect, to be
exploited.

Hawaii lags far behind other nations in protecting and reforesting its
Sandalwood. See the regulations of Queensland & South Australia, India,
Indonesia, Vanuatu, New Hebrides, and others, compiled in the research
by Danica Harbaugh Renaud, PhD, as well as proceedings of a
Sandalwood Conference held at the East West Center over 12 years ago.

An International Sandalwood Symposium is now planned for October 20-
24, 2012 to further developments of the earlier EW Center conference.
This upcoming symposium will provide an excellent opportunity to review
and refine the best practices for DLNR regulations to be drafted upon
adoption of HB 1793,. (Attachment 3: Announcement of the International
Sandalwood Symposium EW Center)

Sandalwood is precious, historically, spiritually, and for Hawaii's future:



Historically, sandalwood trade was the turning point of Hawaii from a self-
sufficient economy to a commercial economy, one of global commerce.
ILIAHI was Hawaii's first source of revenue, as well as major debt: Credit
secured by payment in sandalwood saddled the Hawaiian Chiefs. Harbor
portaged fees were learned. Hawaii.s present flag was created for Hawaii's
trade of Sandalwood with China. (Attachment 4: History of Sandalwood
Trade by John Clark; also, see DVD of Save Sandalwood Symposium,
held 6/9/2009 at UH KCC Campus and shown four times on OLELO TV.)

Spiritually, Sandalwood is revered: Hindus noted its place in the Ramayana
3000 years ago; Buddhists described how the air was scented with
Sandalwood when Siddhartha rose to Nirvana; Muslims designated
Sandalwood incense among the few formally approved for Islamic rituals;
Catholics of Southeast Asia use the incense smoke for services;
Polynesians used it medicinally and as a preservative. European demand
is for its oils, perfume scents. Taoist and Confucian rites use sandalwood
incense to spiritually connect.

For Hawaii's Future Economy. As we seek the Chinese Tourist, Hawaii's
goodwill and conscienciousness may be related to our name in their
language. The brand, image and character of our State is in our name.
“Sandalwood Mountain™ - to Chinese for over 200 years - has been the
literal translation for Hawaii and now “Honolulu” when the Chinese speak
of our community. Over a billion people today know Honolulu , orally and
through written Chinese characters, as Sandalwood Mountain..
(Attachment 5: written statement; also, see DVD Finding Sandalwood
Mountain and the Olelo showing Save Sandalwood Symposium, June
2009.

Yet where can a Sandalwood tree, [LIAHI, be seen? What does one look
like? Accessible mature ILIAHI trees can not be found on Oahu today,
though Oahu was once a mountain of sandalwood- everywhere- around
the island.

Sandalwood defines the origins of Hawaii - the life, long before people
arrived. Kinilau, Kini Akua- its roots are in our islands’ spiritual origins.
Sandalwood. ILIAHI is endemic, found only in Hawaii. Through evolution,
at least six unique species have evolved on different islands. That
evolution required tens of thousands of years in Hawaii’s soil.
Hemiparasitic, ILIAHI was a major pillar in Hawaii’s ecological community;
as a companion plant. Evolving in Hawaii over a million years, ILIAHI
barely survives as one of our ancient forebearers. We must respect our
ancestors, Kini Akua, and honor our name -Sandalwood Mountain.



HB 1793 offers a ray of hope that we might now correct the error and
sorrow of mankind's decimation of our native forests. We should reconcile
our past with new plantings, and put forth new wood-crafted icons for
future generations. At the heart of this bill. we must respect and protect
ancient growths and restore their keiki with new plantings. We can never
replace a five hundred year old lliahi tree once it has been cut.

Please pass HB 1793. HD 1

Me ke Aloha a me Mahalo [Q

Leigh-Wai Doo

Chair, The Foundation For lslands of Harmony

2800 Waiomao Homestead Road Honolulu, HI 96816
Cell: 808-721-0006; Home: 808-737-0008

Email: Iwdood4u@gmail.com
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surveyors WD, Alexanderand WD, Wall,

Ir is the only sandilweod forest:to be noted

on the map-and its unique:designadon

suggests juscHow distincive thie ares, must®
bave béen 1o the sunmyors,
Overithe fas cemuty, carde, Togping,
- and depredaion by ms have mitan 2 ol
and-what remains 1oday is almost careinty

a fainy shzdow of whar used o b= Whether
-+ festoration of theTand's former glory-can be
o achicved by a caripany whing dewn.most -

" of the remaining rrees-over dhe next year
and a balf] or is besedone by the rmanch's
formerowiies, who has a record.of fogging -
himszl, is 2 question that, unfornmardy, is
nothefoce the bankwuprey judge hearing
the dispure,

Theissue-thar he needs to decide is
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Dispute over Hokukano Sandalwood Logging
Ends up Before Federal Bankruprcy Judee

wo hundred years ago, the.trade in san-

dalwood wasa tragic chaprer in Hawai-
ian history. Ir devasmred uplund forests across
thearchipelago and forced native peopleinto
involuntary servirude. .

In the last few months, the sandalwood
wrade hasheen rejuvenated on 2 barge scalé, in
one of the last arens of the islands where ald-
growth tees remain in' some abundance: the
maukalands of Kona, an, theslapes of Maung
Loz high above Keilhlekiz Bay.

According w the loggers, they have re-
ceived orders for nearly sts-rmillion in sandal-
woad fibm companiesin St Lanka, Dubaj,
and China. Their orders for fuoa from within
the stee pale in comparison —abour s25,000
worth, 15 reponed in docurnents submireed
to the U.S. Bankruprey Courr, Mast of the
wood w fill those orders is being wken from
about 2,900 acres of what used to be
Hokukano Ranch. Tom Pace, whe sold the

land 10 the loggers, is now irying to foreclase

anthe praperty after the boggers defautred op
their marmgage in June. "

Pace's effores to swopthe logaing through
aforeclosure seting, Bled in sme court Fuly
19.ase.on holdfor the time being, OnJuly 21,
less than two hours before a Tequest far a
wmporary rescrainingorder wasscheduled ro
be hieard in a Kons courtroom, the lopuers
filed for banfruprey in Honoluly, Two days
buver, 1.8, Barikruptey hudge Reberr J. Faris

dented Pact's-monion for o Tesmaining order

. preventing further logaing, Althoush arror-

neys.for Pace and his:compuny, Holaikano
Ranch, argued that the value of the land
secured by the morngage was diminished by
the logzging, amomeys for the logping com-
pany, calked Jawmia, won over the court by
noting that nothing in the deed thar Pace
gave 10 fawmin prevents Jawmin_from con-
ducting any legal activity and, further, thar
Pace and Hokukano Ranch had nosecured
interest in the rress. 10 page 7

Sandzhwaod fruir { Sincafim JLEL DT
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dorr’ you maineain
the: fenceand Thave
the DLNR] adjust
your tenr accord-
ingly twhen rent is
te-opened]?”
Buran exchange
between DOFAW
administraror Paul
Conry and Moniz
suggested thar col-
labaraton will bea
challenge.
Erosion .and
runoff have com-
pramised the fence
in. the past, bur
Conry informed
Moniz thar if his

catrle wereto dam--

and is more claborate.and, sherefore, more
expensive, than what he wounld have bujlero
eontrol his cartle.

“The fence isoverbuike for my needs. 165
not fir o me. T don't wanr o be stuck with
the maintenance of a:fence thar is more than
dneed,” hesaid, Oneof the rerms of the lease
requires keeping fences in good repair.

At-larye boaril member David Goode ar-
gued for:some Kind of compromise. Because
Wignizs amvr:lv wotks thetand, Goode said,
“Hids ‘gaing o “lic the imost cost-cffective
fence repatrer.” To Moniz, he said, “Why

age the fence, he
would be responsible for frxing it

Moniz responded, “T don’t know how
you're going to derermine that. We've al-
ready been accused of being in the miriga-
tion area. _ .

Despite Moniz'scomplaints, board chair
Laura Thiclen reminded himthar the board
does noz have the powerto amend the lunse
rerms. (other-than its dumation). The hoard
then umanimously approved the Land
Division’s recommentlations.

* The deparrment underscored the need.
to aggressively pratect pdlila habitat 2 few

e

days later in a September 14 joinr press
release with the FWS and the American
Bird Conservancy (ABC).

They announced thar a recene survey by
the L.8. Geological Survey indicates thar
the palila popuintion has decreased by
nearly 75 pereent over the last sever years
from about 4,400 birds in the core area in
2003 to about 1,200 birds at present.

“We know what needs w be done o
protece this species, and every day thatgoes
by withour thase actions being imple-
mented brings it one step closer to extine-
tion,” George Wallace, ABC vice president
for oceans and slands, s2id in the release.
DOFAW, with FWS suppaore, has begun to
fence the majority of palila crivical habirar
and has commited to eradicating ungn-
lases once the fence is complere. The FWS
gave s900,000 o DOFAW in 2009 for
fence construetion, and secently commir-
ted o providing an additional st.447 mil-
lion in 2010, the release states.

“The mamane-naio forest is also threar-
ened by persistent drought conditionsand
the ensuing threar of wildfires, such as the
onethat burned 1,387 acres of Palila Critical
Habirat on the southern slope of Mauna
Kea during latc August and early Seprem-
ber of this year. DOFAW, FWS, che US.
Army’sPohakuloa Training Ares, andother
stakeholders are working on a.comprehen-
sive fire management plan for this are,”
the press releasestarés.  — Teresa Dawson

Heolubaite (contimcd from pnge )
Andsethelogging confinues, Documents
subrafered by Jawmin i the bankrupey
filing mdicate that the acoual removal of
simiber From the: property is-expected to last

frem 18- months o rwo years.

Lagces

ThePace amily owns Holailano Ranch and
Keataleeloua Ranch, rwo adjeining properties
thar have been subject o logging and caude
grazing for much ofthe last 200 years. Since
the Paces rook over ownership— Helukano
wasacquired 23 yearsago,and Kealileloa six
~they have mademuch of their commiimaent
w conserving-the land. A planned. subdivi-
ston and gelf coumse in the lower part of
Helutleano Ranch was-dubvbed “Hokukano
Preserve,” while some 9,000 acres of
Keaakekua Ranch were proposed by the
state Department of Land and Natural Re-
sources for inclusion in the federal Forest
Legacy Program, with Congress approprias-
ings4 million for acquisition of 2 peimancnt
easement on the lands.

Both the Hokukane subdivision and the
Keadkelum Ranch conservation casement
appesr v be an hold for the moment. The
Hawai't County Planning Depanment has
rwice mxrended the deadline for submiread of
2 final plac map for Holwkano Preserve:sub-
division, Though-ofiginally- due. August 255
2009, Pact now hasuarl Avgust 25, 201, 1O
deliverit. Recordssupplied by the U.S. Forest
Servicesuggestthat the Kealakekuaconserva-
tion easementls held up by encumbraness on
theland. Tom Pace, ranchmanager, wrote in
an email o Environment FlawaiT thae be
anticipates “completing the easement once
all seate requirernenes have been Rdfilted. We
hope this accurs shardy.”

The Pace fa:mlv forvans was made by
Jahn H. PaceJr., who developed Pace Island,
agared eormmunity near Jacksonville, Florids,
and founded Cardinal InvesonentCompany.
Hisson Tom, a2 1972 St LouisHigh gmdmrc,
has been acrive in Flawai' since the 19805 in
real estate and. logging. In 1688, 2 year afrer
acquiringHokukano Ranch, Tom Pacemme
under fire for logging up to 1,700 logs of
sandalwood from the mauka arcas, shipping

s much as 300 1ons of the wood. o Chinz —
the sale of which, Pace laver claimed, netred
hirs just s40,000.

For dhe last few years, John Pace and his
wife, Gussie, made their home in South
Kona. When :lmqmmarmnuncrzdappmva}nF
the Kealakelaia conservation easement, the
clder Paces were featured prominently in.the
press selease of the Department of Land and
Narural Resourees, which portayed them as
avid canservarionists. John Pace, age g1, died
in July, making official Torn's de facto roleas
sole manager of the family’sinterests in Kons,

Jawmin

. Jawmin was registered as a Brnited liabiliny

campaiy with the stare last Qcrober, Pring-
palsare Wade Lee, hisbrother Anthur ), “Jef
Lee, Mauhew Charbonneat, and Allen J,
Gourley. {The name derives from the firse
nameinitals of the partes, withan “in” suffix
foreascin pronunciation, according ro Wade.
Lee.) Three have backgrounds in lopging and
timber going back several years. JefF Lee is'a
Kona businessman and owner-of The Clib,
afitness center in ICaflua-Fona, among other
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don’ryou maincain
the fence and [have
the DINR] adjust
your rent accord-
ingly iwhen tent is
te-opened)?”
Butan exchange
bepween DOFAY
acdkministrator Paul
Conry and Moniz
suggested thar col-
labomdon will hea
challenge
Erosion .and
runoff have com-
pramised the fence
in. the pust, bur
Conry informed
Mouiz thar if his
cartde were to dam-

and is nwore claborawe and, therefare, more
expensive, than what hewould have builero
conteol his cartle.

“The fence is-overbuilr for my needs. Ie's
not fair to me, T don't wanr to be stuek with
the maintenance of a fenee that is more than
dneed,” hesid. Oneofthe erms of the lease
nequires feeeping fences in good repair.

Ar-large board member PDavid Goode ar-
gued-for:some Kind of compromise. Because
Nlonmaminﬁkuxks the'tand, “Goade said,
“Hif's gding to be the inost cost-effective
fence repairer.” To Moniz, he said, “Why

age the fence, he
voutld be responsible for Rxing ic

Moniz responded, *I dow't know how
you're going to derermine that, We've al-
ready been accused of being in the miriga-
tion area.” ' )

Despiwe Moniz'scomplaints, board chair
Laura Thiclen eminded himthar she board
does noz have the power 1o armend the lease
termns. (other-than its duration). The board
then unanimously approved the Land
Division's recommendations.

" The departmenr underscared the need
to aggressively prarect palila habite o few

days later in a Seprember 14 joinr press
release with the FWS and the American
Bird Conservancy (ABC).

They 2nnounced that a recent survey by
the U.S. Geological Survey indicates thar
the palila population has decreused by
nearly 75 percent over the last seven years
fram about 4,400 birds in the core arez in
2003 to abour 1,200 birds ar present,

“We know what needs to be done w
protect this species, and every day that goes
by withour thase actions being imple-
mented brings it one step closer to extine-
ton,” Grorge Waltace, ABC vice president
for oceans and islands, said in dre release.
DOFAW, with WS suppore, has begun 1o
fence the majoricy of palila critical habicar
and has commited to eradicating ungy-
fares once the fence is complere. The FWS
gave s90c,000 o DOFAW in 2009 for
fence construction, and recermtly commiz-
ted to providing an additional s1.447 mil-
lien in 2016, the refease states.

“The mamanc-naio forest is also threar-
ened by persistent drought conditionsand
the ensuing threar of wildfires, such as the
oncthatburned,387 acres of Palilz Critical
Habitz on the southern slope of Meuna
Kea during latc August and early Septem-
ber of this year. DOFAW, FWS, the 1.5,
Army'sPohaknloa Training Area, and other
suakeholders arc working on a:comprehen-
sive fire management plan for.dhis ares,”
the press relense stacds.  — Tanssg Dawson

Haktilenrro (comiimeed from page zj

Andsothelogeingcontinues. Docunents
submitted by Jawmin in the banlropey
filing indicawe that the actus! removal of
simber from the property is-expeceed to lost
fram 18-monthsto nwo years.

LPaces

ThePace family ovns Hokulano Ranch and
Kedtakeloua Ranch, rwo adjoining properries
that have been subject o logging and cacle
grazing for much-of the [ast 200 years. Since
the Paces took over ownership — Hokikano
wasacquired 23 yearsago, and Kealikeloua six
—theyhave made much of theircommiirment
w conserving-the land. A planned. subdivi-
sion and golf conrse in the lower part of
Hokukaria Ranch was-dubbed “Hokukann
Preserve,” while some 9,000 acres of
Kealalkckua Ranch were proposed by the
state Department of Land and Natural Re-
saurces for inclusion in the federal Forest
Legacy Prograre, with Congress appropriat-
ingsa million furacquisition of a.permanent
easement on the lands,

Both the Hokukano subdivision and the
Kealdkekua Ranch conservation casement
appear w br on hold for the moment. The
Fawaii County Planning Deparument has
wvice omended the deadline for submial of
a.final pitar map for. Hokulano Preserve-sub-
division. Though- originally- duz Auguse 25,
2009, Pace now hasundl August 15, 2011, to
deliverit. Recordssupplied by the U.S. Forest
Servicesuggeseehar the Kealakekua conserva-
ton casementis held up by emcumbrinces on
theland. Tom Pace, rnch manager, wrote in
an email 0 Environmenr Hawai thar he
anticipates “completing the easement once
all stare requitements have been fulfilled. We
hope-this acours shordy.”

The Pace family formne was made by
John H. Pace Jr., who developed Pace Island,
agared.community nearJacksonville, Hlorida,
and founded Cardinal Invesement Company.
Hisson Tom, azg72 5t Louis High graduate,
has been active in Hawai'f since the 1980s in
real estate and logging, In 1988, 2 year after
acquiriftg Holatkano Ranch, Tom Pacecame
under fire for logging up 1o 1,700 Jogs of
sandafwood from the manl arcas, shipping

25 much as 300 tons of the wond w-China —
the sale of which, Pace harer daimed, netred
him just s40,000.

For the last few years, Jolin Pace and biis
wife, Gussie, made their home in South
Konz. When thestatzannounced approvatof
the Kealakelara conscrvarion easement, the
clder Paces were fearured prominendy in_the
press release of the Deparmment of Land and
Natural Resouress, which portrayed-them as
avid conservationists. John Pace, age o1, died
in July, maiking official Tom's de faceo roleas
sole managerofthe family sinteress in Kons,

Jaunnin

Jawmin was registered as 2 Braied liabiliy
company with the stare ast Qcrober, Princi-
palsare Wade Lee, hisbrother Arthur ], “Tef”
Lee, Marthew Charbonnean, and Alien 1
Gourley. (The name derives from the firse-
nameinitials of the parties, with an *in” suffix
farcasein pronunciasion, accordingto Wade.
Lee.) Three havebackgroundsin loggingand

timber going back several years. Jef Lee is'a

Koma businessman and ownér of The Clib,

2 fitnass center in Kailuz-Kona, among other
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things. In resume fied with the bankeuprcy
coutt, he fists interests in “highland game/
habitat management” and hunrting, and he
clims “affiliations”™ with several Big Island
ranches, inchiding Hokukano and
Kealakelus. Wade Les hay a hissory of in-
volvement with several logging operationson
the Big Island. He and Charbonnean are
principats of Hamakua Framing and Struc-
wure, which, under an agreemen: with
Jawmin, iscarrying our thelogging and warc-
housing acrivities associated with the
Hokukano Ranch operation. Gourley, whose
principal address is in Pennsybvanta, has log-
ging incerests in Hawai'i and elsewhere. His
cumpany Ohana Sanctuary owns 3,137 acres
of Canservation District knd north of Hile
that at one time Kyle Dong proposed to Jog
asparcof Dong’s Hawai't Foresc Preservation
operation, (Goutley’s land was withdrmwn
before Dong's applicarion came before the
Board of Land and Natural Resources —
where it ultimately failed o win approval)
At the starc of 2009, Wade Les says, the
Jewmin principals ssw an article in Wse
Hawai'i Today that Tom Pace was wasring
w sell off the lands in Hokukano and
Kedizkeleua thar cemained in-his: ownership.
Byfall, they had narrowed down their interest
w some 2,800 actes in three seprrae bue
- contiguons:parcsls atthe top of Hokukano
. Ragich, néarly dighr miles above the Hawai
BéleRond. Yvehrually, they agreed on terms
ofzsale. Jawminwould pay s9 million for the
property, with Pace accepring a purchase
moncy mortmage, s1 million down, and a
promissory nore fors8 million. Ferms of the
note.called for paymenr of no incerest, bur
spsmillion wouldbe
due by June 15 and
the remainder by
Augusr 1z,
On February 8,
the North Hawal'i
CommunityFederal
Credit  Union,
which appears o
have been thesource
of the dowm pay-
ment, filed a firanc-
ing stmrement with
the stre Burean of
Conveyances, claim-
ing as security “all
tmber, timber
byproducts, and
proceeds from the
sale of imber” taken
from the land
Jawmin intended w
purchase.  Afer
documents convey-

Saudabwaod {Saneahunz panicularamy

ing the propery were signed later thar monch
and finudly filed with the bureaw on March 15,
the credit union’s so-calied UCC (Uniform
Commercial Codel secured daim on the
timberexpired. Hokulnno Ranch could have
~and, in hindsight, probaboly shoutd have —
filed a similar clatm to the eimber, bus ir did
notde so. Instead, concurrent with the filimg
of thedeed transfer and morrgage, iv assigned
the morigage over © nvo other parties —
Pacific Rim Bank and Enrruse Hawai'l, Inc.—
a5 security for other debrs the mnch had

incurred in-recent years.

The Lugging .

No sooner did Jawmin rake tite to the
Holwukano fand than it hegan o log the
property. Or, rather, employees of
Hamaltua Framing and Structure began
clearing what Wade Lee has described as
“dead, dying, and diseased trees.” On the
internet, anothercompany, Keala Ke Aloha
{owned by Wade Lec) began adverdising 15
million board feer of Hawalian hardwoods
for sale and “100 tons of Hawaiian sandal-
wood,” includinglogs, hearrwood, roothalls
and chips, ar.prices sanging from.s4,000 to
$35,000 2 meuric ton (minimum order: o
metric tons).

From March 10 June, Jawrnin carried
outits logwing operarions, apparently wirh-
out procest from Pace— although Pace did
say in a deposition he did not know of
Jawmin’s plans to log; instead, he said the
principals indicued they were going to
conducr hunzs there and restore the forest
through large-scale replantings,

Orders for millions of dollars worth of

sandatwood came in almaost immediarely,
from three processers: in Dubai, Sri Lanie,
and China,

While gering urders wag casy, geming
financitg was not. Wade Leetold Environ,
ment Hawai'ithat Jawmin had intended w
obrain sefinancing of the loan before the
fizst payment came due. However, he said,
because of changes in the financial regula-
wory picture, it became difficuir o mera loan
for raw land. As 2 result, Jawmin was not
able 1o make the first morgEree payment of
3.5 million wher it came due.

Afrer the deadline passed, the ranch pre-
sented Jawmin with 2 forbearance agree-
ment, which weuid have: seta nesschedule
for payment {defaying final payment until
Novemler); calfedwor an addicionat oge-
time paymenc of $300,000; provided for 2
810,000-3-day penzalty i deadlines were
missed; and allowed Hokukano Ranch o
tecord a security intereit “in and o gl
timber and tmber byproducts locard on
or from the property, tagether with 2 seey-
tity imterest in the proceeds from the dispo-
sttion of such collateral” No ban on log-
ging was proposed. '

Jawmin rejeceed the agreement and con:
tinved to Jog,

On Judy 14, Daane R. Miyashire, artor-
ney for the ranch, sencs demand leser for
immediate payment of the raral foag-
amount, as provided for in the promissory
note,

jawmin did not reply.

Five days later, the two Lee brothers and
Charhonrneay went o Hokukano Ranch
hadquarters for wiat they thought would

mewee 12 2 dliscussion of a re-
scheduled payment
planwith Pace. Paceswas
not there, but Gregory
Hendrickson, ane of
the amomeys for the
ranch, was — and he
promptly served. them
with the foreclosuge
complainc.and the mo-
tion for the remporary
restraining order.

Two days later, and
less than two hours be-
fore 2 heating on 2 rem-
porary testrzining order
o stop the logging,
Jawmin rrumped the
stre court by filing irs
Chepter 55 perition in
federal  baniruprey
caurt

The logging contin-
LEs,. .

PHDTO: 3 B FRIDAY



Oazaber 2010 8 Ervironment Hawafim Fage g .

Debt Carches Up with Hokukano Ranch

Thc Ranch needed the purchase price to
pay s othier credirors.”

That quore, tken &om 2 foomore to
Jawmin’s srarement opposing Hokukano
Ranch’s motion asking the banksuptcy court
t stop Jawmin's logging operarions, sheds
same lighvon possible motives for Hokukano
Ranch's cfforts 1o sell off nat just the three
parezlsar the topof the ranch bur much of the
rest of the ranch's mauka acreage. According
w the legal memorandurm, Tom Pace ac-
knowledged as much in a deposition taken
July 20, )

A review of records ar the state Bureay of
Conveyances bears out the view thar
Flolukano Ranch hasserious cash fiow prob-
_ lems. Av the moment, it faces two lawsuics
seeking foreclosure on properties purchased
By the ranch — one, a lot in the stalled-our
Holali'a subdivisior,, another, the house
where John and Gussie Pace lived near
Keauhou Bay, :

The Hokuli'a lor was purchased by the
ranich in 2004 fors850,000 {the seller was the
Pace-owned Cardinal Invesrment Co); in
2007, the ranch pulled a building permit for

anew dwelling estimated 1o cost$1.5 million,
and then took out a construction loan of %3
million from Lz Jolla Federal Saviggs Bank
{now Onec West Bank), In July 2000, the
banl sued the ranch, seekirg to foreciose on
the Hokuli'a property, The balance owed on
the Hokukano foan, the bank daimed at the
time, was 3,663,570, with interest accruing
daily,

Also in 2007, the ranch purchased the
house in Keauhou for $9.75 million, giving
the seller, Margaret Joye of Australia, a
promissory note for $6 million ar 6 percent
interest (that'’s $30,000 & month), with the
principal amount due on or before August
2 of this year. Judging from other transac
tions recorded the same dare as che Joye
deed was transferred, the down paymenr
appears o have come from a £3.3 million
loan and 1 line of eredic of Up 10 $750,000
from PacificRim Bank To secure theloans,
the bank ook a mortpage on three
Hokukano Ranch lots, includingone of the
lots later sold ro Jawmin,

Aweek after the note came duc, Joye sued

for foreclosurs,

The Joye and One West Joans together
<ome o nearly $1o million,

In addition to those loans and the mor
gage for the Joyr down paymenr held by
Pacific Rim Bank, Holatkano Ranch lands
are burdened by additional encumbrances,

Other lenders whose [oans have ranged
from the fow six digits to more than seven,
and which are secured by claims on ranch.
properyy, include Entrust Hawai's (a privatc
investment campany for people wanting m
“self-direcs” their own IRA acoounts) and, at
times, Island Land Co., 2 real estarsbr,
owned by Ed Rapoma. {As of last month,
Rapora included several of the mauka
Hokukano lots among his listings: a g79-ace
parcel was for sale at $3.2 million, #3.58 mil-
lion was the asking price o a 481-acrefot; and
thepriceofa 4o0-acre Jorwas peggedarss g8
million.)

Tom Pacerold Environment Hawaf ithat
“economic conditions in general and the
aging (and recent death) of members of the
senior Pace generarion have prompred the
sale of ranch . The foreclosure actions
offtheranch have had littlebearing on thesale
of ranch parcels (the Joyeforedosurewasfiled
justlastmonth {August) andwe ing 1o
achieveamodification of the moregage on the
property at Hokuki‘e” : —PET

Trnding Accusations

Tom Pace has stated that Jawmin violated an
oral agreement thax i would not log the land.
In a deposition waken the morning of the
sdwduhd(burﬁ:mﬂad)’fﬁ()hcaﬁng. Pace
wasaskedwhether Goutley had indicared any
interest in the timber. “Our discussions were
fumristic, for his family's erust jn the furure,”
Pacesaid, “[Tihey were going to reforest, and
his children’s children would be able to har-
vest timber from the reforestation effores.”

Wade Lee, Pace said, had told him that
“the ares, land they were working on in
Hilo. dhey had already Jost wo bulidozers
in, that the cost of restoration of conserva~
tion land over there was six to seven thou-
sand or something in thar r2nge pet acre to
cur the waiawi thar was wking over,” (Ac-
cording to Lee, this is 1 meference w the
cfforss he underrook 1o restore 13 acres of
Conservation Districr fand thar had been
illegally logged by Kyle Dong. The money
av:?}:fblc f%cie project — 522,000, Lee
says—ran outafier just seven acres had been
restored.)

Pace said in his depasirion thar he was
under the impression that Jawmin wanced
the land for long-term forest restoradon
and that “they needed the top cabin area

bccaus_er.hcywmsmningimmediatelywi:h
reforestation efforts and setring up a nurs-
ery and staff to manage the nursery.” Pace

wold Environment Hawai'thathe had been -

informed “thar the arca was going 1o be
used as 2 mitigation benk and we under-
stood that a pre-existing tesrricrion would
make the property ineligible.” In ocher
words, Pace wenton o explain, if the seller
placesa restriction on the properzy, such as
aban on logging, “then the new ownar will
not have the ability 10 negotiare the conser-
Vation of preservation stms or tax deduc.
tions,asthen the new owner is notgiving up
anything rowards conservarion” thar has
not already been given away.

Jawmin’s principals describe an alto-
gether different scenario. In the same depo-
sition of Pace, they noteina filing with the
bankruprcy court, Pace acknowledged thar
although in other sales of Hokukano Ranch
parcels he had included “preservation
clauses,” no such clause exisved in the sales
agreement with Jawmin because the ranch
“needed the purchase price 1o Ppay its other
credirors.” Pace wld Environment Hawai 1,
however, thar “we have had great siiccess
selling land to comservarion-minded
people...and have nor restricred the Land

we sold to them.” '

Furthermore, in a declaration-filed with
the bankruptcy court, Wade Lee depicred a
forest that had been badly managed for
years: “At therime that fawmin ook posses-
sion... manyofthe Debror’s [i.e., Jawmin's]
sandalwood trees had already been weak-
ened by fire, fires which either injured the
sandalwood erees directly, or indirectly, be-
caust sandalwood trees being a parasitic
species, sequire healthy hostrrees, The prop-
erty in the spring of 2010 had an exremely
high fire fucl load. Many decades of mee
cumingand leaving theslashand sceap wood
in the forest, accenruared by the dry kikuyu
gass, had left the enire South Kona slopes
of Mauna Loa vulnerable to fire. Hokukano
Ranch in 2010 has lost over 2,000 acres 1o
fiseand the forestand erees tharwere present -
there 2 year ago have all bur disappeared.”

Tom Pace said in an email, “We have
removed dead trees from the fire area on the
ranch. We have also continued our practice
of removing downed trees elsewhere on the
ranch,” ‘

Wade Lee described the logeing dons
the ranch when it was oﬁf&gb}r l:g
Greenwell family: There were “huge har-
vests. The canopy that once existed i fone.
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Debt Catches Up with Hokukano Ranch

T‘ha Ranch needed ¢he purchase price 1
pay Its other credivors.”

That quote, mken from a Fomore 1o
Jawmin's stavement epposing Hokudang
Ranch’s motion asking rhe banktuprey coure
w stop Jawmin’s lopging operations, sheds
some lighton possible motives for Holakano
Ranch’s efforrs 1 sell off nat just the three
parctlsarthe pof the ranch bus much of the
rest of the ranch’s mauka acreage, According
W the legal memorandum, Tom Pace ac.
Jmowledged 2: much in a depositon wmken
Julyao,

A review of records ar the stare Burean of
Conveyances bears our the view thar
Holatkano Ranch hasserious cash fiow prob-
lems, At the momen, it faces two Jawsuics

ing foreclosure on properties purchased
by the ranch — one, 2 for in the salied-our
Holalli'a subdivision, another, the house
where John and Gussie Pace hived ncar

anewdwelling cstimated vy cost51.§ million,
and then o0k cur 2 construchon loan of g3
rniffion from Lz Jolla Fedaral Saviges Bank
{now One West Bank). In July 2009, the
bank sued the ranch, seekivag o foreciose on
the Holauli'a property, The: balance owed on
the Hokukano loan, the banjc claimed at the
time, was $3,663,570, with ineerest accruing
daily.

Also in 2007, the ranch purchased the
housz in Keauhou for $9.75 million, giving
the seller, Margaret Joye of Ausenalia, a
pramissory note for 6 milkion ar ¢ percent
tnterest (that’s 530,000 2 month), with the
principal amount dee on or before A
2 of this year. Judging frorm other transac-
tions tecorded the same dare a5 the Joye
deed was transferred, the down payment
appears 1o have come frorn 2 53.3 miflion
loan and a line of credir of up 10 $750,000
from Pacific Rim Bank. To secure theloans,

The Joye and One West loans together
come £o nearly 1o million,

In addition tw those loans ang the morr-
gage for the Joyr down paymen keld by
Pacific Rim Bank, Hokukano Ranch lands
are burdencd by additona) encambrances,

Other lenders whose loans have ranged
from the low six digirs to more han seven,
andwhidamseauedbyda&manmda
property, inchude Entruse Hawai'i {3 Pprivate
investment company for peoaple wanting o
“self direc:” d:drmm&amouncs) and, at
real estaczbrol
owned by Ed Rapozs. {As of lasr month,
Rapoza included several of the mattka
Holalane o among his listings: 4 g7o-acm
parcel was for sale at 53.2 millian, $3.58 mil-
lion was the asking price ofa 481-acrelor and
thepriceof 2 400-207¢ lorwas pegpedarss 98

ion.)

Tom Pacerold Environment Hawar'f that
“economic conditions in general and the
aging (and recent death) of members of the
senior Pace generation have prompred the
sale of ranch parcsls. The foreclosure actions

u Bay. : the bank rook a montgage on three  offthemnch havchadlitdebearingonth:salc

The Hokuli'a lot was purchased by the  Hokukano Ranch lors, includingoneofthe  ofranch parcels(the foyeforeclosure was§led

ranch in zoa4 for 850,000 {thescllerwasthe ot larer sold o Jawmin, justlastmonth [Angust] andwcareseckingto

Pace-owned Ceardinal nvestrnent Co.); in Aweek after the aors came due, Joyesued achieveamodification oFr.hcmomgagc onthe

2007, the ranch pulled 2 buildig permit for  for foredlosure, property ar Hokuli.” —Pr
Trnding Accusations bccausetbcywercmrﬁngimmediatclyvﬁrh we sold o them "

Tom Pace has stared thar Jawmin violared an reforestarion efforrs and Seting up a nus- Forthermore, in a declaration Bled with

oral agreement thatic would notfog the kand.
In 2 deposition wken the moming of the
scheduled (burfbrmtallcd)TROhwing. Pace
msaskedwh:dxchoudcyhadindiczmdany
interest in the imber, “Our diseussions were
Rupristic, for his family's trust in the futre”
Pace said, “[Tihey were goingto reforest, and
his children’s children would be gble w bar-
vest timber from the reforesmrion efforss.”

Wade Lee, Pace said, had wld him thar
“the area, land they were working on in
Hilo. they had already lost two bulidozers
in, thar the cost of restoration of conserva-
tion land over there was six 1o sevan thou.
sand or something in that FAREE per scre to
cur the waiawi thar was wzking over.” (Ac-
cording to Lee, this is a reference 1o the
cfforts he underrook to restore 13 acres of
Conservation District land thar had been
ili logged by Kyle Dong, The money
a:v;?gub’;c fﬁ%cfhe project -—ngszz,ooo. Lee
says—ran outafter just seven acres had been
restored.)

Pace said in his deposition thar he was
under the impression that Jawmin wanred
the land for long-term forest restoragion
and thar “they needed the top cabin ares

ery and staff to manage the ry " Pace
told Enﬁronmmrffawm’?thmad been
informed “thar the area wag going 10 be
used as 2 mitigation bank and we under-
stood that a pre-cxisting restriction would
make the properey ineligible.” In other
words, Pace wenton to explain, if the selfer
placesa restriciion on the property, such as
aban on lopging, “then the nev ownerwill
not have the ability o negotiate the conser-
vation or preservation status or tax deduc-
tons, asthen the new owner b notgiving up
anything rowards conservation” thar has
not alrcady been given away.

Jawmin's principals describe an aleg.
getherdifferent scenarip, In thesame depo-
sition of Pace, they note in 2 filing with the
banlouprey court, Pace acknowledged thar
although in othersales of Holokans, Ranch
parcels he had included * preservation
clauses,” no such clanse exiszed in the sales
agreement with Jawmin because the ranch
“needed the purchase prict to pay its ather
creditors.” Pace rold Environrmenr Fuaym; %
however, that “we have had great success
selling land 1o conrservation-minded
people...and have not restricred the land

the bankruptey courr, Wade Lee depicied 2
forest that had been badly managed for
years: “Ar the time that Jawmin sook posses-
sion... manyofthe Debror’s [ie., Jowmin'g]
sandalwood trers had aiready been weak-
ened by fire, fires which ejther injured the
sandatwood erens directly, or indirectly, be-
caust sandalwood mees being 2 parasiric
specics, sequire healthy host trees, The prop-
ety in the spring of 2010 had an extromely
high fre fuel load. Many decades of tee
cuttingand leaving theslash and scrap wood
in the forest, accenruared by the duy kikuyu
grass, had loft the entire Sonth Kang slopes
of Mauna Loa vulnerable to fire, Hokukano
Ranch in 2010 has lost over 2,q00 acres 1o
fire and the fnmandmtharwcmpresmt -
there 2 year ago have all bur disappeared.”

Tom Pace said in an email, “We have
removed dead trees from the fire ez on the
ranch. We have also conrinued oyr Ppractice
of removing downed trecs elsewhere onthe
ranch,”

Wade Lee described che logging done by
the ranch when it was owned by the
Greenwell family: There' were “huge har-
vests. The canopy that once existed Is pone.
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Bank Financing Hokukano Deals
Has Ties to Conservative Group

acific Rim Bank, which holds severa]
mortgages secured by Hokuleane Ranch
land, isone of the newest lending instiurions
in Honoluly, having been founded in 2006,
Its young age is not the only thing seming it
apart from more established banks. Four
members of PRB's board of direcrors {our of
atoml of seven} have close ties to the Hawzi'
Family Forum, a group thar has been active
inadvancing conservative social causes ar the
suare Capieal:
¢ Ausin lmamura, chairman and
CEO of the bank, is vice president, trea-
surer, and z direcror of Hawaj'i Family
Forum, according to records at the stare
Department of Commerce and Consumer
Afbairs;
#  Francis Oda, hank dicecror and ex-

ecutive with Group 70 International, is
chairman of Hawai‘i Family Forum and
was one of its founders;

% Kelly Rosti, another bantk director,
was executive director of HFF for 10 years
before moving into the narional spotlight, 25
2 vicz president of Focus on the Family, the
group founded by James Daobsan;

¢ Erncst Lum, 2 bank direcror and
president of Ernest K.F. Lum Construc-
tion, Inc., is an HFF director as well.

When the bank apened, it 2nnounced
thar it would give 1o percent of its profiesto
nonprofit organizations. Enviranment
Hawai'iasked Melvin Tanaka, 2 bank vice
president, what criteria the bank used in
deciding on which organizations would
receive donations. Tanaka responded thas

the bank was profitable only in ixs second
year and that it gave some money 1o chari-
ties then — “not churches,” he said, hur
charities. He did not provide further e.
tails,

Tanaks said there were no fiks hecween
the Family Forum and the bank_Rather, he
said, the bank's directors were all respecred
businessmen and community leaders.

The bank holds the Jawmin note w
Holatlano Ranch as seaurity for other credit
it has extended 1o the ranch, Tanaka was
asked why the bank has not been repre-
sented in the bankeuptey procesdings, He
indicared the baok war aware of Jawmin's
benkruprcy petition and was confident the
bank’s incerests would be provected by
Holeukano Ranch attomeys,

{The Hawai'; Family Forum was in the
news last moneh, when it znoual filing
with the Internal Revenue Service disclosed
that it had o pay the IRS 1 penalty of
520,741 for ‘excessive lobbying’ conducted
in 2003.) —PT.

Theslash pile of koz has gora be a half mile
long. Five saws were set up at one time on
rail tracks, for the bigkoa logs. After chat, alf
the trees were eut down, cut up in chinks
and burned. They planted kilouyu grass. Up
iill the time thar we bought it, the land was
nsed for pasture. There are still several cartle
up there,” which Lee is srying ro ger our.
PIn addicion, he said, Hokukano Ranch
has dane nothing 1o conrrol the s thar eat
sandalwond seeds. When fawmin rook pos-
session: of the property, it “was inundared
with rodents and the seed bank for sandal-
wood was nonexistent,” he said in the bank-

tuptcy court declararion, adding that graz-

ing livestock belonging o the ranch and
feral sheep “have been consuming all of the
narive juvenile tmees and seedlings on the
propery.”

Whar sandalwood wees remained, he
continued, “were infecred with fungus,
which destroys the sandafwood wee, by

rotting the wree from the inside out, Many
of Jawmin's trees face 2 serions Rungus issue,
more tha 60 percent of all adule trees show

" signs of fungus, cavsing severe rot in the
pith and heartwood.”

“Jawrmin has concluded thar aver tims,
bealthy sandaiwood trees will b2 more valu-
able than the current inventory of dead and
diseased sandalwond trees,” Lee went on
say in the declaration. The company’s “fot-
est management plan” calls for removal of
the discased or weakened crees first, leaving
the healthy, more valuable trees for “funure

Timber Stand Improvement decisions,”
To thatend, Jawmin has broughr in asa
consulwnt Randy Senock. From 1999 o
20045 Scnock was an assistant professor in
the College of Agricuiture, Forestry and
Natural Resource Managemen ar the Uni-

. vesity of Hawai'i-Hilo. Senock is now an

associate professar of environmental sei-
ence ar California State University-Chico,
Heis working for Jawmin in his capacity as
owner of a privare consulting Arm, On
Solid Ground. As of carly Seprember,
Jawmin had paid him s11,000 of 2 524,000
conceact for hiswork. The banksuptey court
has approved payment of the full amount.

According o “Preliminary Check Cruise
Resource Inventory Resulrs,” dated Sep-
tember 6, Senock wrote that his mean
estimateafthe “toral property sandlewood”
{sic} weight came 10 3,570 mewic rons {7.0
million pounds), thoughit conld beashigh
35 4,437 metric tons or as low as 2,720 mr.
Based on that, the estimared value of the
timber was puz at $23 million.

Wade Lee told Environmenr Hawais
that eventually, Jawmin hopes o obrain
certificarion dhrough the Forest Steward-
ship Council -~ bur that this depends on
whether it is even possible ar this point to
restore the forest. He anticipares having a
forest management plan developed later
this month,

Bankraptcy
When Jawmin filed for bankrupecy, i did

so secking protection from credirorsunder
Chapter 11, which allows for reargeniza-
tion instead of dissolurion. Basically,
Jawmin daims thar wharever shorr-rerm
eredit problems it may have can be resolved
if it is allowed o conrinue logging, fulfill
the orders for sandalwood it has aleeady
reczived, and thus have millions of dollars
inaccounts receivable that it can useto pay
off Hokukano Ranch,

Hokukario Ranch, however, wanrstohave
the bankruprcy judge appoinra disinteresned
trustee o overses Jawmin's operations, arpu-
ing that this is the only way in which the
ranch’s interests can be prorecred.

On September 13, 2 hearing was held on
thebankeuprey petition hefo re Judge Faris,
Court minutes stare that the judge was
“not ready to appoinr 2 rrostee nor dismiss
the case” — remedies saughr by Hokukano
Ranch. “Instead, there areconcerns regard-
ing heavy insider involvement {and] the
need for updared repores.” The next hear-
ing is set for Ocrober 18,

— Parricia Tummaons

Edizor’s Nov Selected records fom the

bankruptey court are available in the EH.

Xera  colwmn on our website:
Lnvironmens 1.0,

For more background on Kealakeloua and
Hokulano ranches, see the Ocawber 2nd
November 2007 editions of Envirnment
Hawai'i, These are available online in the
Archives section of our websire,




A BRIEF HISTORY OF HAWAIIAN
SANDALWOOD EXPLOITATION

During the latter part of the 18th century and early part of "

the 19th century, a series of events occurred in the Hawai-

environment and human social conditions. The third Pa-
c:ﬁc cxpedition of Captain James Cook arrived in Hawai'i
i, 1778 ushering in the historic period for the archipelago.

Alien species, new rnaterials, and novel ideas entered the - h . h
remote- islands and precipitated significant changes in .. very prece of sandilwoed cut during t]:msc. boom years was
- stained with blood. Some villagers died in harness [car-
.+ Tying the ti leaf bound wood on their backs], crumbling
. motionless on the trails; others, less fortanate, turned into

- living skeletons, weak from the corroding effects of ex-

manv realms of activity; mdudmg politics and human ecol-
ogy. Kamchameha the Great rose to power and progres-
sivel consohdatc:d his rule over the jsl

tht: paramotmt aurhont} of Hawas t in these frenctic years
+ of Hawaiian sandalwaod .exploitation. Kamehameha accu-
mulatcd la.rgc- mnounts of laxury goods.

" ’Ihe great burden of harvesting the sandalwood neces-
sary to pay for the débts Kamehameha 1 had incurred was
; _pranczpaﬂv Jaid upon the common Hawaitan people. The
King “..ordered men to go out in the mountains to cut
sandalwood,” and then to transport this heavy harvest ..

; toithe landings” (Kuykendall 1938). Judd (rg26) tells us that .

. beczuse of the lack of roads and vehicles the woad ...was
aarncd down in the form of logs, 3 1o 6 feet long, and from

- had been chlpped off with adzgs

Large numbers of people were involved in the hm-vestmg
- and handling of the sandalwood. Frequent transport of !

‘heavy loads of sandalwood often produced caltused areas
+ {lebo) on the shoulders of male bearers, Men with these

marks were called dwa-lebo or “callous backs” (Lydgare
1516),

ian islands that had profound effects on both the natural . Sandalwood harvesters were often gone for several days,

sometimes for weeks, in the mountains collecting sandal-

.. wood. Many died of exposure and other misfortunes in the
- cold, often: damp uplands. Kepler (1983) provides a graphic”

description of the obligate harvester: “It has beeri said that

haustion, disease, malnutrition, and exposure to the chilly

. mountain winds without adequate clothing. To aggravate

matters, much cutting was done at night with the zid of

sandalwood torches.”

For many years it was widely assumed that the sandalwood

. trees had become extinct due to the exploitative harvesting "

that had occutred for more than 5o years (e.g., Kuykend-
dll and Gregory 1926, Mesick 1934, Cartwright 1935, Smith

¢ '1956). However, it has long been known by some botanists,

foresters, and other naturalists—and more recently by the”
general public—that sandalwood species can still be found.
im Hawai'l. Nevertheless, except for some hxghf:r mountairi
areas, siich as upiands in the Kona District of Pawai' i, the”
quantity of trees is generally much sraller than it was be- :
fore the foreign trade. :

the eecological impacts of removing the great majority of

% the sandalwood plants from the Hawaiian forests are not’

at all clear. Accordmg to Judd (3926), the “...damage to the.
forest consequent to the trade...was insignificant in com-

* partison with the damage to the native forest wrought by -
. .cattle.” As noted above, under natural conditions, the san-

dalwood species of Hawai't are found in a mixed nssocia~
tion with a number of other species, primarily in the drier
forest regions; and, while the selective removal of Santalum
trees did not remove the forests themselves, the exploit-
ative harvesting processes may very well have opened the
way for an unknown number of alien species to' become es-
tablished. Certainly the impacts of human harvesting and
the unprecedented grazing and trampling by newly intro- -
duced ungulates (e.g., goats and cartle), as well as the pcsﬁ'
sible negative consequences of the introduced seed preda-

2 tors (rats and mice), did not provide ecologicul conditions

" conducive to the regeneration of the native vecetation.
2 to I8 inches in diarneter, after the bark and sap[wood] 5 , B oo

ource: Merlin and VanRavenswaay iggo +

A

708  Santalum ellipticum, 8. freycinetianum, s. baleakalae, 8. paniculatum (Haww;aiian sandalwood)



UNITED PLANT SAVERS adds 6 species of Native Hawaiian Sandalwood to its ‘At-Risk’ list

The 'At-Risk' list has been used since UpS was established as a way to bring awareness to the
vulnerability of over-harvesting of native medicinal plants. The criteria that UpS considers in adding a
new species takes into account the morphology of

1.how the species grows and reproduces,
2. the distribution range of the species, and
3.the market demand for the species relative o

4, the species population. Native Hawaiian Sandalwood is extremely vulnerable to over-harvesting and
risk of extinction due to the fact that

5.it takes more that 40 years to mature, and
6 harvesting invoives taking the entire tree.

7. Furthermore the sandalwood tree is a hemi-parasite species meaning that it needs to grow along
with certain host plants making it a very tricky species to reforest successfully.

8. Sandalwood’s extraordinary fragrance, versatility, and medicinal properties have put it in high
demand for centuries, all over the world. This is why Hawaii's native sandalwood population was almost
completely decimated during the infamous sandalwood trade that took place during 1815-1825. Despite
this terrible time in Hawaii’s history,

9. Hawaii still remains the only region in the world where sandalwood is being commercially harvested
without regulation.

10. Native Hawaiian Sandalwood represents a quarter of the diversity of the genera Santalum. Six
separate species are found through out the islands, and within these species are several unigue
varieties,

11. all endemic to the Hawaiian Istands. Santalum freycinetianum var. Lanaiense has already been
officially recognized as endangered.

Therefore UpS has added the six native species S. pyrularium, S. involutum, S. freycinetianum, S.
haleakalea, S. Paniculatum, S. elliticum to the "At-Risk' list, in an effort to bring about stewardship of
these living Hawaiian heirlooms that desperately need regulations that will provide guidelines to its
management and protection.

United Plant Savers
http://www.United Plant Savers. org

Susan@UnitedPiantSavers.org
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United Piant International Sandalwood Foundation for the
Savers Foundation Islands of Harmony
ANNOUNCE THE

International Sandalwood
Symposium 2012

East-West Center, University of Hawai'i,
Manoa, Honolulu, HI
21-24 October 2012

The International Sandalwood Symposium 2012 is a four-day, stand-alone meeting to be held at the East-
West Center’s Conference Center located at the University of Hawai’i, Manoa Campus in Honolulu,
Hawaii from 21-24 October 2012. It is designed to bring together a diverse international group of
participants interested in the scientific research, conservation, ethnobotany, commercialization, and other
aspects of sandalwoods- from the world’s leading experts to students, landowners, land managers,
business people, and the general public. There will be a variety of ways to participate in the meeting,
including field trips, public lectures and workshops, presentations, poster and discussion sessions.

STEERING COMMITTEE

Dr. Danica Harbaugh-Reynaud (Chair), Executive Director, International Sandalwood Foundation
Mr. Leigh-Wai Doo (Co-Chair), Chair, Foundation for the Islands of Harmony

Dr. Susan Leopold (Co-Chair), Executive Director, United Plant Savers

Mr. Tim Coakley, Executive Chairman, Wescorp

Ms. Bronwyn Clarke, Australian Tree Seed Centre, CSIRO Plant Industry

Dr. John Doran, Forestry Consultant, Australia

Dr. J.B. Friday, College of Tropical Agriculture and Human Resources Univ. of Hawai'i, Manoa
Mr. Jim Haley, Director, lliahi Foundation

Dr. Chin Yuan Hu, Interim Assistant Vice Chancellor, University of Hawai ‘i

Dr. Mark Merlin, Depariment of Botany, University of Hawai'i, Manoa

Dr. Madhugiri Nageswara-Rao, Depr. of Plant Sci., Univ. of Tennessee, Knoxville, Dept. of Biological Sci., Polk State College
Dr. Lex Thomson, Facilitating Agriculture Commodity and Trade Team Leader, Secretariat of the Pacific Community

Dr. Warren Wagner Dep. of Botany, National Museum of Natural History, Smithsonian Institution

Dr. Sylvia Yuen, Interim Dean and Director, College of Tropical Agriculture and Human Resources, Univ. of Hawai'i, Manoa

TO PARTICIPATE AND/OR SPONSOR

To be added to the participant list and/or receive more information, including registration and sponsorship details
please send the following information to Danica at danica@sandalwoodfoundation.erg before 31 March 2012
and check the web at www.sandalwoodfoundation.org for information and updates.

1) Name: 2) Student: D yes I:I no
3) Organization:

4)  Email:

5) lam interested in attending the meeting; yes L_rl ho

6) l/my organization is interested in sponsorinZthe even yes

no
7) [am interested in giving a: D poster Dpresentatlon Dptglc lecture/workshop
8) A brief description of my research/area of interest is:

The International Sandalwood Symposium 2012 is sponsored in part by: International Sandalwood Foundation, Foundation of the
Islands of Harmony, United Plant Savers, Secretariat of the Pacific Community, CSIRO, Wescorp, and more to be announced.



US — China Peoples Friendship Association
O’ahu Chapter

Saving Sandalwood: The Significance of Our Name

Aloha

Tan Xiang Shan is the original Chinese name for Hawai'i and is presently used as the name for
Honolulu. Sandalwood, Hiahi in Hawaiian, was so abundant when Kamehameha I shipped it to
China that the Chinese named Hawai'i “Sandalwood Mountain”. Today, Iliahi has been so
depleted that few know what it looks like; yet, it is probably the world’s most expensive and
valuable wood and it is a symbol of Hawai'i to the Chinese.

On this 220™ Anniversary of the arrival of Chinese in Hawai'i and the 30™ Anniversary of the
US-China Peoples Friendship Association, the O ahu Chapter seeks to promote throughout
Hawai'i the re-planting of sandalwood, Iliahi, in your backyard and in the forest. lliahi seedlings
have been propagated and are ready for distribution. Please place an order and see that Iliahi is
properly cared or think of making a donation and we will ensure an liahi is planted in your
name.

On Monday, June 8, 2009, from 4-6pm in the Ohia Building of Kapi“clani Community College,
a symposium will be held on the care and planning of Iliahi as well as its significance in
Hawaiian history. Ordered seedlings will be distributed thereafter. Please plan to join us.

Names have meaning. Sandalwood is our name. Tliahi needs reforestation throughout Hawai'i.
Ho okanu Iliahi. Please help to restore native Hawaiian plants, reforest as our legacy and live up
to our name, Sweet Sandalwood Mountain.

Mabhalo,
Jane Pang, Secretary Leigh-Wai Doo, President
Member, National Board USCPFA iwdoo4u @ gmail.com

1520 Nehoa Street © Honolulu, Hawai'i 96822 - =




US - China Peoples Friendship Association
O’ahu Chapter

Save Sandalwood Symposium
Ho’okanu Iliahi

Monday, June 8, 2009

4 pm to 6 pm at Kapi'olani Community College, Ohia Building Room 118

L.

II.

III.

Iv.

1520 Nehoa Street - Honolulu, Hawai'i 96822 o ¥

Planting and Cultivation

= Anna Palomino, Hawaiian Plant Propagator

History of Sandalwood

*  King Kamehameha I to III

= Chinese Use and Purchase
*  John Clark, President, Hawaiian Historical Society
*  Leigh-Wai Doo, USCPFA, O'ahu Chapter

Iliahi Planting Experience / Punahou Mentoring

=  James Haley, Iliahi Foundation

Sandalwood Symbolism to China

*  Gregg Andermann, Filmmaker, “Finding Sandalwood Mountain”

A 220 + 30 = Two-Fifty Project
220™ Anniversary of Chinese in Hawaii
30 Anniversary of USCPFA
50™ Anniversary of Hawai'i Statehood
- 50™ State of the United States
Commencement of King Kamehameha Week 2009




Sandalwood in Hawaii
by John Clark
June 8, 2009

The sandalwood trade in Hawaii covered a period of about 40 years from
the early 1800s to the early 1840s. To understand how the sandalwood
trade got started here, we need to take a brief look at the North America fur
trade in the 1700s.

The fur trade in the 1700s was a worldwide industry dealing in the
acquisition and sale of animal fur for clothing. Fur was a major component
for warm clothing in cold climates, and the North American fur trade
developed into a huge industry between the east coast and Europe. By the
1700s, the fur trade had expanded across the continent to the Pacific
Northwest.

After the death of Captain Cook at Kealakekua Bay in 1779, his crew sailed
to the Pacific Northwest where among other things, they purchased sea
otter furs for warm clothing. Then they sailed to China where they
discovered that Chinese merchants would pay high prices for the sea otter
furs. News of this new market traveled quickly and stimulated a Pacific
maritime trade between North American and China with Hawaii as a half-
way stop for provisions.

In the 1790s, Pacific northwest fur traders stopping in Hawaii for provisions
discovered sandalwood in the Islands. The captains of these trading
vessels knew the value of the wood, especially to China. They also knew
that the supply from India and other countries, was already insufficient to
meet the demands in China, so they brought it to the attention of King
Kamehameha l. The king, accordingly, sent his people to the mountains
after the wood, and this was the beginning of what was called the
sandalwood trade in Hawaii.

The sandalwood trade generated sudden wealth for King Kamehameha and
allowed him to buy any and all Western goods, including ships. Captains of
the trading ships quickly introduced the idea of buying on credit, and
Kamehameha ran up considerable debt. The burden of paying the debt fell
on the shoulders of the makaainana, the common people, who were
ordered into the mountains to harvest sandalwood.

Sandalwood harvesters were forced to labor for extended periods in the
mountains, where many of them died from exposure to the cold,
exhaustion, and malnutrition. It was a dark time for the Hawaiian people
who were already being decimated by Western diseases, and famine
followed with no one left to tend the farms. To his credit, Kamehameha



realized the hardship the industry was creating on his people and ordered
them to devote only part of their time to cutting sandalwood and to return
to the cultivation of the land. ‘

During these early years of the sandalwood trade, a business venture by
Kamehameha apparently led to the design of the Hawaiian flag. The story
was told in the January 1, 1862 issue of the Hawaiian language newspaper
Ka Nupepa Kuokoa. In that issue, the editor printed a red, white, and blue
drawing of the flag, which according to him, was the first color graphic ever
printed in a Hawaiian newspaper. He also provided the following history of
the flag to go with his color graphic.

The Hawaiian Flag was designed for King Kamehameha I, in the year 1816.
As the King desired to send a vessel to China, to sell a cargo of sandal-
“wood, he in company with John Young, Isaac Davis and Capt. Alexander
Adams, (the latter now living at Kalihi, near Honolulu, and aged about
eighty years,) made this flag for the ship, which was a war vessel, called
the Forrester, carrying 16 guns, and was owned by Kamehameha I.

The flag having been made, the vessel sailed for Macao, China,
where the ensign was not credited nor recognized as a government flag.
The ship was heavily taxed for the harbor, her cargo of sandal-wood sold at
a loss, and she returned to these islands.

The King having heard of the loss attending his speculation, said
he would impose a tax on the harbor of Honolulu, similar to that of foreign
countries. This was the origin of harbor dues at these islands.

King Kamehameha’s attempt to bypass the middlemen, the sea captains in
the fur trade, was not successful, but resulted in a flag for the Kingdom of
Hawaii and an additional source of income for the monarchy through the
new harbor tax.

When Kamehameha | died in 1819, his son Liholiho, Kamehameha I, was
persuaded to give the chiefs under him a share in the sandalwood trade.
The King and those close to him bought a lot of expensive merchandise on
credit and ran up the government’s debt to the American merchants even
higher. By 1821, the credit debt was estimated at $300,000, and when
Liholiho died three years later in 1824, he passed on a credit debt of
$500,000 to Kamehameha IH.

In December 1826, Kamehameha lll passed the kingdom’s first written
Western-style law, a sandalwood tax, that stated that every man was
required to deliver one-half picul of sandalwood {approximately 65 pounds)
to the government or pay four Spanish dollars on or before September 1,
1827. Every woman 13 years and older was required to hand weave a 12°x6’
" mat or a quantity of kapa of equal value. All of the taxes collected were



applied to the kingdom’s sandalwood debt. The common people were
forced once more to abandon their crops, and famine struck again.

Here on Oahu, the most heavily forested sandalwood stands were in
districts of Wahiawa and Waialua. The largest trees, however, were in the
center of the island in Wahlawa, and it was especially hard work dragging
them to the beach.

One of the most famous sandalwood stories involved a Hawaiian chief
named Boki, who in 1830 was the governor of Oahu. By this time, the large,
easily accessible trees were gone, making it harder to locate trees with
adequate heartwood. Boki was told by a British sea captain that an island
in the South Pacific island group of Vanuatu was covered with sandalwood
from the mountains to the sea. The captain also said that the inhabitants
were wild and advised Boki to go well-armed.

Boki assembled two ships, a small army of over 200 Hawaiian soldiers,

~ family members, prominent chiefs, and their retainers, and equipped them
with arms and ammunition as if they were going to war rather than to
harvest sandalwood. Although his stated intention was to pay off the king’s
debt, perhaps he also intended to take over the island and its sandalwood.

While enroute, both ships stopped at Rotuma, an island near Fiji, for
additional provisions. As they departed Rotuma, the ship carrying Boki’s
favorite cousin Manuia was delayed when its anchor caught on the reef.
The ship carrying Boki proceeded ahead and was never seen again. The
ship carrying Manuia reached Vanuatu and while they were waiting for
Boki, an epidemic struck everyone aboard, killing almost all of them,
including Manuia. Several months later the ship carrying Manuia’s body
returned to Honolulu with the few who had survived. This was another
great loss of Hawaiians because of the sandalwood trade.

By the early 1840s, the sandalwood trade in Hawaii came to an end
because all of the old high-quality trees had been cut. High quality
sandalwood trees grow slowly, sometimes taking from 30 to 40 years to
produce the fragrant heartwood that makes them so valuable. With the end
of the sandalwood trade, businessmen in Hawaii began looking for other
plants with commercial value, but plants that matured quickly. In 1835,
three Americans, the owners of Ladd and Company. leased a large tract of
land in Koloa, Kauai, and established the first sugar plantation and mill in
Hawaii, but that is another story for another day.

In summary, the sandalwood industry resulted in the following:
a. the development of the first commercial export in Hawaii,
b. the harvesting of almost every sandalwood tree in Hawaii of
commercial value,



d.
. the introduction of the first written law taxing the Hawaiian people,

e
f.

g.
h.

the death of hundreds of Hawaiians throughout the islands who were
ordered into the mountains and forced to cut and haul the trees to
the beach,

the introduction of buying on credit,

the loss of several hundred Hawaiian chiefs and warriors on a failed
sandalwood expedition to the south Pacific,

the introduction of a harbor tax on foreign vessels,

the creation of the Hawaiian flag.

With few exceptions, the negatives of the sandalwood trade for native
Hawaiians far outweighed the positives, and they were glad to see it come
to an end.



JOANNA L. SULLIVA

Honolulu, Hawaii.

July 15, 2011

Leigh-Wai Doo, Chair

The Foundation for Islands of Harmony
2800 ‘Waiomao Homestead Road
Honolulu, Hawaii 96816

Dear Leigh-Wai,
Thank you for your letter of July gth o

In your last paragraph you mentioned Sandalwood and its
meaning to me, asking me to share some of my memories on this subject. I
recall as a young girl continual reference to Honolulu as “Sandatwood
Country”, more specifically translated Tan Heung Shan or “Sandalwood
Mountain”. When relatives came from China to visit Hawalii, it was always
a journey to Sandalwood Country. The destination was understood for many
generations. Although none of these visitors ever saw a Sandalwood Tree,

“the legend persisted, even until today.

I wish I could contribute more informative memories but I can
emphasize the use of the term “Sandalwood Country” for as long as 1
remember. I wish you continued success with your most admirable efforts
to revive and nurture planting of several species of Sandalwood here in the
Hawaiian Islands. This is an important legacy of our Chinese heritage and
of great interest to all people visiting Hawaii.

With Aloha,

Y i

Joanna L. Sullivan



