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THE SENATE 
THIRTY-THIRD LEGISLATURE, 2025 
STATE OF HAWAII

JAN 1 7 2025

A BILL FOR AN ACT
RELATING TO PUBLIC LANDS.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII:

SECTION 1. Chapter 171, Hawaii Revised Statutes, is 

amended by adding a new section to be appropriately designated 

and to read as follows:

"§171- Renewal^of leases2 public auctLon re3uire^ (a)

Subject to any other law or agreement to the contrary, within 

three years before the termination date of each lease, the board 

shall dispose of the land by public auction as provided in this 

chapter. The auction upset price shall be the greater of the 

current rent or the fair market rent pursuant to 

section 171-17(d) based upon the appraised value of the land and 

any improvements to the land that existed as of the date of the 

written request.

(b) The current lessee may bid on a new lease at the 

public auction. The current lessee's business plan shall be 

deemed acceptable to the board and the current lessee shall not 

be required to submit a new business plan; provided that the 

current lessee is in compliance with the terms of the existing 
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l ea^se aTid 22^s submltt^d a^u sjjTess pla^i^ri£r t^t2i^d^jt^qf t2i^ 

auction.

(c) Lease terms for any new lease executed pursuant to 

this section shall be determined by the board and shall:

(1) Not commence prior to the termination of the current 

lease;

(2) Establish the rent at no less than the greater of the 

current rent or the fair market rent pursuant to 

section 171-17(d) based upon the appraised value of 

the land and any improvements to the land that existed 

as of the date of the written request;

(3) If the lease is awarded after public auction to any 

person other than the current lessee, include a 

premium equal to the value of any improvements to the 

land made after the date of the written request in 

subsection (a), which shall be paid to the current 

lessee prior to transfer of the land and improvements 

to the new lessee; and

(4) Include the previously submitted business plan.

(d) Unless specifically required to do so by the board, 

the current lessee shall not be required to remove improvements
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or restore the land to a vacant condition at the expiration of 

the lease; provided that, without prejudice to any other rights 

or remedies that the current lessee or State may have, this 

subsection shall not alter any obligation of a current lessee to 

indemnify, defend, and hold the State harmless from any claims 

regarding pollution or contamination of the land with 

potentially hazardous substances.

(e) As used in this section, "improvements" means all 

physical improvements constructed, owned, or constructed and 

owned by the lessee during the lease term and shall exclude all 

infrastructure constructed, owned, or constructed and owned by 

third parties, such as water and sewer pipes, electricity and 

telephone lines and cables, or other infrastructure."

SECTION 2. Section 171-193, Hawaii Revised Statutes, is 

amended by amending subsection (d) to read as follows:

"(d) The board shall proceed to dispose of the land in 

accordance with section [171-41.6.] 171- ."

SECTION 3. Section 171-36.5, Hawaii Revised Statutes, is 

repealed.

[ -- G©Hfflfte3?eiai7—industrial >—resort, mixed-use-,-

or government leases; extension of toxrHH-- (-aH-- Notwithstanding
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GGCtion——3-&7—for Igqocs—that hovo not boon ossignod or 

b-ronsfcrrod within ton yooro prior to rocoipt of on application 

■for a lease—cxtcngion oubmittod pursuant to this—section,—febe 

board may extend the—rental period of a—lease of public—lands 

bor—commercial—use,—induotriad:—use-?—resort use,—mixed—u-se-7— 

government use upo-n the board's approval of a development 

agreement proposed by the lessee or by the looooo and developer 

to make substantial improvements to the existing improvements— 

For the purposes of this subso-etion,—"assigned or trans-ferred" 

shall■not—include;

-Hrb A sale or change i-n ownership of a lessee that io a 

■eempefty—

-(-3-)- A—collateral aosignment of loaoe er—other security 

granted to a leasehold mortgagee in connection with 

leasehold financing by a—Icssee-r-

dte-)-- Before entering into a development agreement,—febe 

be-s-see—er^-febe—lessee and developer shall—submit to the board the 

pban-s—aftd—speebf-feebi-ofts—for the total dovolopmcnt proposed. 

The board shall—rev-bow- the plans and specifications and 

dctcr-mine:
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(1) Whether the dcvolopmont proposoci in—the development 

ogrcement is of suffie-ient worth and value -t-e- juoti-fy 

the extension of—trhe—

4-34- The—estimated period of—time necessary to—complete—the 

impr^evemen-fe-s—aftd—expeeted—date—ef—eempietrieft—©4—the 

improvements;—aad

-{d-h The min-imum revised annual—reat-^aeed—aa—tha-^aee 

market value of the -Taads—to be developed,—aa 

determined by an appraiser far the board and,—rf^ 

deemed appropriate by an appraiser,—the appropriate 

percentage af—reat—where—gross—receipts—axeaad—a 

apeaaf-ied—amaaat-r-

Na—lease extension—shall be—approved until—the board and 

the—lossco or the—Icssco-and developer mutually■agree—to—the 

teaffts—aad—eaaditiaaa—af-^the—devetapffteat—a-greemeat-r

- fa)-- No construction shall—commence until the Icsaoo or the 

lossco and developer have—filed with the board a—sufficient bond 

conditioned upon the full and fa-ithful performance of -a-11 the 

termsand-conditionsof thedevelopment agrccmeat.

- teB-- Any extension of a lease puraaant to this section 

shall be'-t)aood upon the substantial—improvomonts to bo made and 
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ohctll be—for a period no—longer—than—forty years . Ne—lease 

shall be transferable or assignable throughout the—first'■ ten- 

years of the extended term,—exeept by devise,—bequest,—intestate 

sueeession,—a—collateral—a-s-s-r-gfifften-fe—ef-dreaee——security 

granted to a leasehold mortgagee—in connection with leasehold 

financing by a—lessee,—a cha-ng-e—in direct ownership of—less—than 

bibby-^er^-eeftt—e-f—a-bre-s-see-^feba-fe—bs—a—eefftpaaay^-ae?—efrbibyT—a change 

in—indi-re-ct ownership of a lossoo that io a company or entity- 

er^^y—oper^abboft—©b-braw-;-- The prohibition on ■ assignments and 

transfer of leases—shall—include a prohibition on conveyances of 

leases .-- During—subsequent periods—©b—the extended term of the 

bear&eT—the lease may bo assigned or transfer-r-e-dj—subject to 

approval by the board.

-- The applicant for a—lease exten-s-ion shall pay all 

costs—and expenses—incurred by the department—bn—connection with 

processing/—ana-byz-i-ngy—or negotiating any lease extension 

request,—bea-s©—document,—or development agreement under—this 

section.

----------- (bd-- As—used in—this—section :

"Government use" moans a development undort-abe-n u-ndcr a 

lease hcld -by any- agency or department of the Stat©- or its 
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political—Gubdivigiong other than the University of Hawaii or 

any department,—a-geftey-/—or administratively attached entity of 

the Univorgity of Hawaii system.

"Mixed-use" means a development that combines two or more 

of the—fol lowing ■us-es—in—a—eiftg^re-^r^eyeet-;-- commercial use, 

resort us-e-/—multifamily rcsi-dential—use,—or government—use .

"Resort use" means a development that;

Provides—transient accommodations as defined in 

section 237D-1 and related services,—which may include 

a front desk/—housekeeping,—f^ed—aftd-^ever^geT—reem 

service-/—and other—scrvicos—customarily -associated 

with transient accommodations;—aad

4-34- Whcrc-at least seventy-five per cent of the living or 

sleeping quarters arc used solely for transient 

accommodations—far—tha—term of any lease—axteaaa-aa-;-

■"-Sab-strantia 1—improvements" means an-y -renovation, 

rohabilitation7—reconstruction-/—or construction of existing 

improvements,—including minimum requirements—for off-site and 

aa—site—i-mprovoments,—the cost of which cqual-s—or exceeds—thirty 

per cent of the market value of the existing improvements,—that
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the—Icoscc or the—lossc-e- and dovclopcr—installs,—constructs,—and 

complotos by the—date completion at—the—total development."]

SECTION 4. Section 171-41.6, Hawaii Revised Statutes, is 

repealed.

["§171-41.6—Lessees within the last ton years of their 

iease—termsy—requests for interest.-- (-a4-- Notwi-thstanding any 

e-thcr provision -of law to the contrary,—and except as otherwise 

provided in section 171-36 (b) ,- ■■(-c) ,—aed—(-e4—and section id-1—193, 

a lessee of public land that is classified as commerc-ia-l and 

industrial use pursuant to section 171—10 and that is subject to 

the management,—administ-ration,—or con-trol of the board may 

submit,—derhrftg—hhe-hre-&^-ten—yeare—ei—the—he^ern—ei—the—erhrg-ieei 

hease-T—a—w^eahhea—requesh—to the board to—initiate—a—request—fe-r 

interest process as provided in thio—soetion.

- (fe)-- Within one hundred eighty days of a leosoo's written 

request to initiate a request—for interest, the board shall;

- Hh- Appraise—the value—ei—the—land and any improvements—ta 

the—land that existed as—ai—the date—af—the written 

request pursuant to section 171-17(a)—and require the 

awardee of a now loas-a executed pursuant to -hhis 

section to reimburse the department for the a-ppraisal;
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< 34- Publish a roqucst—for intcrost and request— 

qualifications notice inviting persons—be— 

their interest in leasing the land and their 

qualifications as potcnt4a4—lessees and describing any 

improvements—to the—land that exist—a-s—©f—tb©—date—©4 

the written request.-- The notice shall be given at 

bea-s-b—©ft©©—sbab©w4de—aftd—a-^4ree-&t—©free—ifi—tbe—eeuftby 

where the land -i-s—located and shall—contain :

-(A)- The qualifications—required of eligible lessees;

-(6)- A general description of the land,—including the 

address and tax map koy?—and of any improvements 

to the land that existed as of the date of the 

written—roqucst;

(C) That the land to bo lc©s©d is classified as- 

commercial—and industrial—use pursuant to—©e©t4-©ft 

171-10;

-(©)- The appraised value of the land and—©f any 

improvements’ to the land that existed as of the 

date of—the writton—request;
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The closing dote and mannor by which-a poroon 

shall—indicato—intorost and submit—a—statement of 

qualif-ications;—aftd:

(F)- Notice that a business plan is a—prerequisite fee 

participate at—time—of auction—or direefe 

negotiation>—if applicable,—and shall bo made a 

feeem—ef-^febe-^reaee-r

-(-e-)------Within ninety days after the closing date specified in 

the notice,—the -beard shall determine if any persons ha-ve 

qualified under the terms of the—request for qualifications and 

shall—notify all persons who expressed interest ■es—to whether 

they qualified.-- The board shall al-so notify the current lossoo 

ae—to- whether any other persons qualified.

4-49-- The board shall enter into direct negotiation with the 

current—lossoo—immediately upon notification—if ae—other 

qualified persons have ■e-xprosood interest in the property.

4-e4-- If the land io not loaned pursuant to subsection—(-d-)- 

within throe years bo-foro- the termination date af—febe—lease/—febe 

board shall—di-&peso—©4—febe—land by public auction as provided in 

thio chapter;—provided that the board hao dotermined that ab 

Icaot one poroon,—who :■
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4-14- Is not the current Icoogg;

4-34- Hug been dGtGrminod by the board to be qualified;—aftb

4^-)- He-s—Gubmittod a businoos plan prior to the date of the 

auction,

be-s—&j<p-r-es-&ed—ifttrer^e-s-fe—in—IcaGing the—land and any improvomcnto 

to the land that cxiotcd as of the date of the written rcqucGt 

in Gubocction—(a-)-;-- The auction upoct price shall be the greater 

of the current—nen-b-o-r^^fehe—fair market-nront pursuant to ocction

—17 (d)—based upon the appraised-value of the—land and any 

improvementG to the land that cxiGted as of the date of the 

written—request.

The current lossoo may bid on a now lease at the public 

aucti-Q-n--- The current lessee's business plan shall be doomed 

acceptabio—bo the board and the current lessee shall not bo 

required to submit a new business plan;—provided that the 

current lessee—is—in compliance with the terms of the cxisti-nq 

lease and has submitted a business plan prior to the date of the 

auction.

4-f4-- Lease terms—for any now lease cx-ccu-bed pursuant to 

this—section shall be determined by the board and shall:

SB LRB 25-0303.docx

lllllllllllllllllllllllllllllllllllllll■l■
11



Page 12 S.B. NO.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

Not commcncG prior to -tho termination of the -current 

lease;

4-34- Establish the^ent at no—less than the greater of the 

current rent or the -f-air market rent pursuant to 

section—3474—17 (d)—based upon—the appraised value—©4 

bbe—land and any improvements to the land that oxist-ed 

aa—af-^thte—da-te—©4—the—

■ 4^ If the lease—is awarded after public auction to any 

peaaen—©the^^than—the—eaeaefi-fe^^re-s-see-T—include a 

premium equal—to the value of any improvements—to the 

land made after the dato of the written request in 

subsection—(-ah?—which—shall bo paid to—the—current 

losseo prior to tran-aber of the land and improvements 

to the now lessee;—and

-Hh Include the previously submitted business plan.

■ 4^-- Unless—spccifically required to do so by the board, 

the—current—lessee shall not bo required to remove improvements 

er—reahere—the—1-and to a-vacant—condition at—the expiration -©-f 

the—heeae-;—provided that,—without prejudice to any other rights 

or remedies that the current lessee or State may have,—this 

subsection—shall—not alter any obligation of a—curront—lessee—te 
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indemnify/—defend,—and hold the State hormleoo—ofty—e-ta-iffts- 

regarding pollution or eontamination of the land with 

potentially hazardous—subotanees.

- HM-- Tfeie—section shall not apply to:-

(1) Any-^re-s-see—wbo-^rs—in arrears—in the payment of taxes, 

r^en-fe-s-/—©^-otrher^-ebtargo-tiefi-s—owiftg-^be—the—e-r^-ofty 

■eetJftby—©r^-who—ba-s-daad-T—during the—five years preceding 

the anticipated disposition of the public land at a 

public auction or direct negotiatio-n-/—a—©ad-e-/—Icasej- 

1 iccns-e7—permit,—or easement—covering other public 

lands canceled for failure to satisfy the terms and 

conditions thereof;—an

(2)- Afi-y-dr©©-©©—tba-b^T©—subject to cancellation—f-©^^-add©He©

to satisfy the—terms—or conditions—of a—±-©©©©7- 

licensc,—permit,—or easement covering the public 

lands .■

dad-- Ao used in this—section,—"improvements" mcan-s all 

physical—improvements - constructed,—owned,—or constructed and 

owned-by the—lessee during the—lease—term and shall—e-xclude—add 

infrastructure—c©©-©tr-uctod,—owned,—or constructed and owned by
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telephone—Idrfte-s—and cables,—or other—infrastructure . " ]

SECTION 5. This Act does not affect rights and duties that 

matured, penalties that were incurred, and proceedings that were 

begun before its effective date.

SECTION 6. Statutory material to be repealed is bracketed 

and stricken. New statutory material is underscored.

SECTION 7. This Act shall take effect upon its approval; 

provided that section 171-41.6, Hawaii Revised Statutes, shall

not be reenacted on June 30, 2028, pursuant to Act 149, Session

Laws of Hawaii 2018.

INTRODUCED BY:
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S.B. NO.

Report Title:
Public Lands; Negotiation; Public Auction

Description:
Requires that all lease extensions for public lands be subject 
to public auction.

The summary description of legislation appearing on this page is for informational purposes only and is 
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