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For Transmittal to:

Honorable Riki Hokama

Chair, Budget and Finance Committee
Maui County Council

200 South High Street

Wailuku, Hawaii 96793

Dear Chair Hokama:

SUBJECT: AMENDING THE FISCAL YEAR 2019 BUDGET: OPEN SPACE,
NATURAL RESOURCES, CULTURAL RESOURCES, AND SCENIC
VIEWS PRESERVATION FUND (HAWAIIAN ISLANDS LAND TRUST)
(BF-182)

Pursuant to your letter dated October 24, 2018, requesting additional information
regarding a proposed amendment to the Fiscal Year 2019 Budget, Appendix A, Part Ii, Special
Purpose Revenues — Schedule of Revolving/Special Funds, Open Space, Natural Resources,
Cultural Resources, and Scenic Views Preservation Fund to appropriate $110,000 for a grant to
the Hawaiian Islands Land Trust, please see responses below:

1. A copy of the appraisal.
Response: Please see attached.

2. The Hawaiian Islands Land Trust has secured a preliminary funding approval of
$210,000 from the Legacy Land Conservation Fund through the Department of Land
and Natural Resources. Explain why the approval is “preliminary”. Is the funding

contingent upon approval of other sources of funds? Explain.

Response: Funding provided by the Legacy Land Conservation Fund is subject fo a
$110,000 matching funds requirement.

200 South High Street, Wailuku, Hawai‘i 96793-2155 Telephone (808) 270-7855 Fax (808) 270-7870 e-mail: mayors.office@mauicounty.gov



3. Is the $100,000 from a private foundation secured? Explain.

Response: The private foundation has given Hawaiian Islands Land Trust preliminary,
verbal indications that it would like to support the project, but the foundation has asked
that they complete the project, once the other funding has been lined up.

Thank you for your attention to this matter. Should you have any questions, please feel
free to contact me at Ext. 7212.

Sincerely,

NANDA }:;&

Budget Director

Attachment
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SUMMARY OF SALIENT FACTS AND CONCLUSIONS

Date Of Valuation

Tax Map Key

Location

Census Tract
Registered Fee Owners

Zoning

State Land Use Designation

Flood Status

Site Area

Existing Improvements

Real Property Assessments
(2013)

Real Property Taxes
(2013)

September 1, 2013

Division 2, Zone 1, Section 1, Plat 03,
Parcels 041 and 065

Keanae Place, in Keanae, Island and County of
Mauvi, State of Hawaii

301.00

William G. Kepler and Luellen K. Kepler

Parcel 41 Agricultural District
Parcel 65 Conservation District
Parcel 41 Agriculture

Parcel 65 Conservation

Zone X

Flood insurance is not required

Parcel 041: 6.12 acre
Parcel 065: 0.18 acres
Total: 6.30 acres

Existing improvements include a one-story single-
family dwelling containing approximately 1,150
square feet of living area and a deck/porch of 801
square feet.

Parcel 041: $ 29,500

Building: $121,000
Parcel 065: $_ 3,600
Total: $154,100

Note: Parcel 041 is being assessed based on its dedicated
agricultural use. The County of Maui Tax Office indicates
a 2013 market land assessment of $382,600 for Parcel
041.

Parcel 041: $ 910.53
Parcel 065: $ 250.00
Total: $1,160.53

Note: The $250.00 real property tax for Parcel 065
represents the County of Maui minimum
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Highest and Best Use

Before the Easement Encumbrance

Subdivision of the land into three agricultural lots
with the potential for a full-sized agricultural
dwelling and a 1,000 square foot accessory
dwelling on each subdivided lot.

After the Easement Encumbrance
Conservation and preservation of the existing parcel

Value Opinion of the Conservation Easement

FIVE HUNDRED THOUSAND DOLLARS

$500,000
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THE ASSIGNMENT (PROBLEM IDENTIFICATION)

Client

Intended User

Intended Use

Type of Opinion

Effective Date of Opinion

Interest Appraised

The client is the Hawaiian Islands Land Trust.

The intended users of this report are the client, the County of Maui
and the United States Department of Agriculture/National Resource
Conservation Service (USDA/NRCS). All  appraisal  reports
submitted to the entity and NRCS for review become the property
of the United States and may be used for any legal and proper
purpose.

The intended use of this report is to provide real property
information, real estaote market data, and an informed value
conclusion upon which internal decision-making related to a
potential conservation easement may be based. This report is not
intended for any other use. The Appraiser is not responsible for
unauthorized use of this report.

The Appraiser will provide an opinion of the market value of this
property.  Market Value, as defined in NRCS 440-V-CPM
519.102(c)(2)(i) as follows:

The most probable price which a property should bring in a
competitive and open market under all conditions requisite to o fair
sale, the buyer and seller each acting prudently and knowledgably,
and assuming the price is not affected by undue stimulus. Implicit in
this definition is the consummation of a sale as of a specified date
and the passing of title from seller to buyer under conditions
whereby:

o Buyer and seller are typically motivated;

O Both parties are well informed or well advised, and acting
in what they consider their best interests;

O A reasonable time is allowed for exposure in the open
market;

o Payment is made in terms of cash in U.S. dollars or in terms
of financial arrangements comparable thereto; and

o The price represents the normal consideration for the
property sold unaffected by special or creative financing or
sales concessions granted by anyone associated with the
sale.

The effective date of this appraisal is September 1, 2013.

Fee Simple Interest
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Relevant Characteristics of
the Subject

Assignment Conditions

The property is located on Keanae Place in Keanae, Island and
County of Maui. Improvements consist of a single-family dwelling
with approximately 1,150 square feet of living area and 801
square feet of covered porch, built upon approximately 6.3 acres
of land. The County of Maui zoning designations for this site are
Agricultural District and Conservation District. The subject’s use is in
conformance with these zoning classifications. At the time of
inspection, the improvements were observed to be of sound
construction quality and in good overall condition.

Extraordinary Assumptions. An assumption, directly related to a
specific assignment, which, if found to be false, could alter the
Appraiser’'s opinion or conclusions.  Extraordinary assumptions
presume as fact otherwise uncertain information about physical,
legal or economic characteristics of the subject property; or about
conditions external to the property such as market conditions or
trends; or about the integrity of data used in an analysis.

(1) The State of Hawaii Tax Map shows the subject as being two
parcels totaling 6.3 acres. Parcel 041 is 6.12 acres, while Parcel
065 is a 0.18-acre (7,840 square foot) oceanfront remnant parcel
separated by Keanae Place. The property owner has stated that
the portion of Keanae Place bisecting the subject is actually an
unrecorded easement. Supporting documents were requested by
the Appraiser; however, none were made available. This report
has been based on the extraordinary assumption that the subject
legally exists as a single oceanfront parcel with a net usable area
of 6.3 acres.

(2) The Appraiser was provided with a copy of the Deed of
Conservation Easement Including Development Rights for review.
Although the document is in draft form, the Appraiser has
conducted this appraisal under the extraordinary assumption that
the content will remain unchanged upon execution.

(3) A pre-acquisition environmental database search report was
provided to the Appraiser and has been included as Exhibit G.
According to the report, no environmental concerns to the parcel
were identified. The value estimated in this report is based on the
assumption that the property is not negatively affected by the
existence of hazardous substances, detrimental environmental
conditions or articles of archaeological significance. The
Appraiser(s) is not an expert in the identification of hazardous
substances, detrimental environmental conditions or archaeological
artifacts.  Should tests and inspections made by a qualified
hazardous substance and environmental expert reveal the existence
of hazardous material and detrimental environmental conditions on
or around the property, such a discovery would have a negative
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Statement of Competency

impact upon the market value reported herein, and would
invalidate this appraisal.

(4) This appraisal report is also subject to the standard "Limiting
and Contingent Conditions" located in the Addendum to this report.

Hypothetical Conditions. A hypothetical condition is that which is
contrary to what exists but is supposed for the purpose of analysis.
Hypothetical conditions assume conditions contrary to known facts
about physical, legal or economic characteristics of the subject
property; or about conditions external to the property, such as
market conditions or trends; or about the integrity of data used in
an analysis.

One valuation was conducted under the hypothetical condition that
a perpetual conservation easement has been placed on the
property as a whole. This analysis was conducted to measure the
perceived impact on the property by the Conservation Easement.

ACM Consultants, Inc. has been actively appraising residential,
commercial and industrial real estate in the State of Hawaii since
1982. The Appraiser(s) signing this report consider themselves
competent to render an opinion of value for the subject property.

xii
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SCOPE OF WORK

Extent to Which the Property
is Identified

Extent to Which the Property
is Inspected

This is o Self-Contained Appraisal Report which is intended to
comply with the reporting requirements set forth under Standards
Rule 2-2(a) of the Uniform Standards of Professional Appraisal
Practice for a Self-Contained Appraisal Report. A self-contained
appraisal report sets forth the data considered, the appraisal
procedures followed, and the reasoning employed in the appraisal,
addressing each item in the depth and detail required by its
significance to the appraisal and providing sufficient information so
that the client and the users of the report will understand the
appraisal and not be misled or confused. In the process, we have
gathered pertinent data with respect to economic, social and
environmental factors, along with other regional data that would
have direct or indirect influence upon the subject.

This assignment has been completed with the intent of complying
with the requirements of the Code of Professional Ethics and
Standards of Professional Appraisal Practice of the Appraisal
Institute and specific guidelines of the Uniform Standards of
Professional Appraisal Practice (USPAP).

The appraisal process is described in more detail in the following
paragraphs.

Physical Characteristics

The Appraiser physically identified the property by its location of
the tax maps of the State of Hawaii and by its postal address. A
physical inspection of the subject site, improvements and its
immediate neighborhood was conducted and provided the basis for
the neighborhood site inspections.

Legal Characteristics

A preliminary title report dated September 25, 2008, as well as a
State of Hawaii Tax Map, provided information regarding
easements, covenants, restrictions, and other encumbrances. The
Appraiser did not research the presence of such items
independently.

Economic Characteristics

The Appraiser reviewed County of Maui Tax Office records, prior
sales history and evidence from the market to evaluate the subject’s
economic characteristics.

Glenn Kunihisa and Shane Fukuda have made personal inspections
of the appraised property which is the subject of this report and all
comparable sales used in developing the opinion of value. The

xii
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Type and Extent of the Data
Researched

Type and Extent of the
Analysis Applied

Summary of the Appraisal
Problems

dates of inspection are September 1, 2013, January 16, 2012 and
August 11, 2008. The method of inspection was by-foot.

The Appraiser also used information from county records, assessor’s
records, and state records to identify the characteristics of the
subject that are relevant to the valuation problem.

The Appraiser researched data on comparable land and improved
sales, and construction costs; confirmed all comparable sales
information; and analyzed the information gathered in applying
the cost approach and sales comparison approach.

The value opinions presented in this report are based upon review
and analysis of the market conditions affecting real property value,
including land values, as well as cost and depreciation estimates.

The appraisal problem did not warrant an intensive highest and
best use study. Given the nature of the subject real estate, the
conclusion of highest and best use was based on logic and
observed evidence.

There are three traditional approaches used to arrive at an opinion
of value of real estate: the Cost Approach, the Income
Capitalization Approach and the Sales Comparison Approach. In
this case, the Sales Comparison Approach was utilized in the
valuation of the underlying land as part of the Cost Approach. The
Cost Approach was used in the Before and After method to arrive
at an opinion of the market value of the conservation easement, as
of the effective date of this appraisal.

As described in the following section, the appraisal of the subject
was very challenging. The subject is located in the remote district
of Hana, where there are very few improved property sales, even
during robust markets. The lack of appropriate improved property
sales precluded the use of the Sales Comparison Approach.
Furthermore, the subject is occupied on a part-time basis by the
property owner. Properties in this neighborhood are not utilized
for rental income-generation purposes; therefore, market rent
cannot be established. As such, the Income Approach was needed
not applicable.

This section of the report is provided to acquaint the reader with
the specific appraisal problems which have been encountered
during the valuation process.

Xiv
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The subject is located in the Hana District which is remotely situated
with respect to all other districts on the Istand of Maui. It is critically
important that the reader/user understand Hana and its unique
characteristics. The most compelling and distinguishing trait of the
Hana region, to its residents and visitors, are the low density and
slow population growth resulting in  an unchanging, rural
environment. Thus, the people who choose to live in Hana do so for
this reason. There are very few people who commute from Hana to
other regions of the island on a daily basis because the drive along
the very narrow and winding road is arduous and time consuming.
Many people have lived on Maui for their entire lifetime but have
visited Hana only once.

Hana has been, and continues to be, intentionally maintained by the
community as a unique, secluded and historic Hawaiion area. As a
result, there is very little real estate activity in comparison to other
regions of Maui. And, the real estate in Hana cannot be compared,
on any level, to real estate anywhere else on Maui.

This is a major problem to deal with, because the deficient number
of real estate transactions makes it difficult to locate appropriate
and highly comparable sales. In the absence of recent sales, and
without the ability to utilize sales from other parts of the island, the
Appraiser is compelled to employ older sales from the Hana
District, even if there are wide dissimilarities with the subject. The
absence of sufficient data also makes it difficult to provide
quantitative support for adjustments made in the valuation tables.
As a result, many of the adjustments are supported by explanation
and discussion reflecting the Appraiser’s valuation experience on
Maui.

Besides the subject’s location, its size posed another problem for the
Appraiser. There are very few market sales to begin with;
therefore, to find sufficient vacant land transactions that could
compare to a 6.3-acre site was extremely difficult. Consequently,
conveyances of tracts with varied acreage were employed.

In summary, most of the difficulties in this assignment are rooted in
the subject’s location in Hana. The minimal sales activity and the
unique and isolated market made this approisal a highly
challenging task.

XV
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CERTIFICATION

The undersigned does hereby certify that except as otherwise
noted in this appraisal report:

The Appraisers’ compensation is not contingent upon the reporting
of a predetermined value or direction in value that favors the cause
of the client, the amount of the value estimate, the attainment of a
stipulated result, or the occurrence of a subsequent event directly
related to the intended use of this appraisal.

The Appraisers have no present or prospective interest in the
property that is the subject of this report, and no personal interest
or bias with respect to the parties involved. The "Estimate of
Market Value" in the appraisal report is not based in whole or in
part upon the race, color, or national origin of the prospective
owners or occupants of the properties in the vicinity of the property
appraised.

The Appraisers have no bias with respect to the property that is the
subject of this report or to the parties involved with this assignment.

The Appraisers’ engagement in this assignment was not contingent
upon developing or reporting predetermined results.

The Appraisers have personally inspected the property, and has
made an inspection of all comparable sales listed in the report, and
is a signatory of this Certification.

To the best of the Appraisers’ knowledge and belief, all statements
of fact and information in this report are true and correct, and the
Appraisers have not knowingly withheld any significant information.

No other person provided significant assistance to the persons
signing this report.

The reported analyses, opinions and conclusions are limited only by
the reported assumptions and limiting conditions, and are the
Appraisers’ personal, impartial and unbiased professional analyses,
opinions and conclusions.

The Appraisers certify that, to the best of their knowledge and
belief, the report analyses, opinions and conclusions were
developed, and this report has been prepared, in conformity with
the requirements of the Code of Professional Ethics and the
Standards of Professional Appraisal Practice of the Appraisal
Institute.

This appraisal is to be used only in its entirety and no part is to be
used without the whole report.  All conclusions and opinions
concerning the real estate are set forth in the appraisal report
were prepared by the Appraisers whose signatures appear on the
appraisal report, unless indicated as "Review Appraiser.” No
change of any item in the appraisal report shall be made by
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15.

16.

ACM Consulta

anyone other than the Appraisers, and the Appraisers shall have no
responsibility for any such unauthorized change.

The use of this report is subject to the requirements of the Appraisal
Institute relating to review by its duly authorized representatives.

As of the date of this report, Glenn Kunihisa has completed the
continuing education program for Designated Members of the
Appraisal Institute.

As of the date of this report, Shane Fukuda has completed the
Standards and Ethics Education Requirements for Candidates of the
Appraisal Institute.

The Appraisers have performed services involving the subject within
the three years prior to this assignment. Consulting services were
conducted in January 2012.

Glenn Kunihisa and Shane Fukuda have made personal inspections
of the appraised property which is the subject of this report and all
comparable sales used in developing the opinion of value. The
dates of inspection were September 1, 2013, January 16, 2012
and August 11, 2008, and the method of inspection was by-foot.

In the Appraisers’ opinion, as of September 1, 2013, the market
value of the subject before encumbrance by the proposed
easement is $1,940,000, and the market value of the subject after
encumbrance by the proposed easement is $1,440,000.

s, Inc.

bt 4

Glerdn K. Kupihisa, MAI
Certified~General Appraiser

State of Hawaii, CGA-039
Expiration: December 31, 2013

Yhaws w. Splele-

Shane M. Fukudd’

Certified General Appraiser
State of Hawaii, CGA-810
Expiration: December 31, 2013
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Visitor Industry

Like all the Hawaiian Islands, Maui, Molokai and Lanai are blessed
by warm air temperatures year-round, and ocean waters that
range from 72-77°F in winter to 77-81°F in summer. The islands’
distance from other continents, the moderating effects of the
surrounding water and the tropical location combine to create this
pleasant climate. Hawaii’s topography, particularly the mountains
and valleys and location of each island, contributes to the great
variety of microclimates within very small areas. On Mauvi, the
West Maui Mountains and Haleakala are the primary geological
features affecting the weather. Due in part to the above
geographical factors, Mavui, for seventeen out of the last eighteen
years, was selected “Best Island in the World” by readers of
Condé Nast Traveler magazine.

Historically, Maui hotel occupancies typically exceeded any area in
the state with the exception of Waikiki. lts high rating is due to a
number of factors. First, Maui receives the good fortune of location
and climate. Second, Maui has the infrastructure in place to move
tourists to a diverse variety of activities with a minimum of
inconvenience and down time. The accommodations on Maui are
another reason. Maui resort hotels have consistently ranked above
other Hawaii resort destinations. In the Condé Nast Traveler
magazine, eight (8) of the “Top 20 Hawaii Resorts” for 2011 were
Mavui County resorts. The Travaasa Hana Hotel topped the list,
while other Maui County resorts garnering honors included: Four
Seasons Resort Maui at Wailea (2"9); Four Seasons Resort Lanai at
Manele Bay (4™); Four Seasons Resort Lanai, The Lodge at Koele
(5™); Grand Wailea (11™); Fairmont Kea Lani (12"); Hyatt Regency
Maui Resort & Spa (13™); and, Ritz-Carlton Kapalua (14™h).

With the possible exception of Kauai, Maui is more dependent on
tourism than any of Hawaii's four counties. That sector is not
treating Mavi very well today. For years, Maui has worked very
hard at cultivating a worldwide image as a premier, upscale
tropical island destination. In fact, it is the only county government
in Hawaii that spends money to support tourism. In the wake of the
current financial crisis, Maui’s tourism counts and hotel occupancy
have fallen significantly. Even the upscale and affluent markets, it
appears, have curtailed their spending on trips to the Valley Isle.

Tracking the tourism counts during this decade begins with the
effects of the September 11, 2001 terrorist attacks on this country
which had a drastic impact on the tourism industry. The final Maui
visitor count for 2001 was 2,104,480. In 2002, the visitor count
rebounded slightly to 2,139,427 as the visitors slowly returned
during the mid to latter part of the year. Visitor totals from 2003
to 2007 indicate positive increases. As a result of the dismal
economic conditions in 2008 and 2009, total visitor arrivals
declined by 15.58 percent (2,129,040) and 9.24 percent
(1,932,360), respectively, in those years. The lowest visitor arrival
in Hawaii and many other visitor destinations worldwide were
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Visitor shopping opportunities have increased in recent years with
the opening of The Maui Marketplace, a 275,000 square foot
shopping complex, modeled after Oahu’s successful Waikele
Center. The Maui Marketplace is now home to such retail
superstores like Lowe’s Hardware, Pier One Imports, Sports
Authority, Starbucks Coffee, and Office Max, as well as many small
local retailers and restaurants. Also opening in the same Kahului
area were Home Depot, Wal-Mart, Big K and Costco. In addition,
the Shops at Wailea opened in December 2000 and added
approximately 150,000 square feet of high-end retail space in the
Woailea Resort. At about the same time, the 150,000 square foot
Piilani Shopping Center opened in Kihei with Safeway as its anchor
tenant. The latest entry into the retail sector is the Lahaina
Gateway, which opened in 2007. Dubbed a “lifestyle center”,
Lahaina Gateway, offers almost 137,000 square feet of gross
leasable area. Tenants include Barnes and Noble, Foodland Farms,
Office Max, Outback Steakhouse, Central Pacific Bank and many
other smaller retail shops.

Mavui offers more than any other Neighbor Island in the way of
proven vacdtion experiences. It has o larger tourism activities
industry relative to the size of its economy than any other county.
Such activities include ocean recreation, helicopter tours, biking
down Haleakala, zip lining, and golfing, among numerous other
activities. Mavui’'s well-developed ocean recreation industry ranges
from windsurfing to snorkeling, scuba diving and sailing cruises
which leave regularly from Lahaina and Ma’alaea Harbors.

Mavui also has theme destinations, such as the Maui Tropical
Plantation, Maui Nui Botanical Gardens, Alii Kula Lavender Farm,
and Surfing Goat Dairy. But the premier theme destination on the
island is the Maui Ocean Center. This center, featuring the marine
environment of the Hawaiian Isiands, is modeled after five other
aquarium parks developed elsewhere in the world by Coral World
International. This ocean center is located just behind the Maalaea
Boat Harbor, and is easily accessible from Kahului/Wailuku, and
the resort areas of Lahaina/Kaanapali and Kihei/Wailea. The
Maui Ocean Center anchors the 18-acre Maalaea Harbor Village,
which also includes a retail strip shopping center, restaurants and
other services.

While the United States and the world in general recover from the
current economic crisis, it is anticipated that Maui will continue to be
a strongly favored destination for Mainland tourists. The island has
a large share of condominiums available for families and groups
on a budget. The California recovery in the early 2000’s fueled
higher demand for condominium rentals and this may happen again
in the next decade.

Between 2008 and 2010, hotels and other tourism-related
industries cut back their work force to match declining occupancy

Page 5



ACM Consultants, Inc.

Kepler Conservation Easement

Real Estate

rates. Today, with tourism showing signs of growth, the work force
is noticeably increasing. While tourism still dominates the labor
force, the profitability problems of the large resorts have led
managers to refine their operations.

Residential real estate can be divided into three broad categories
(single-family homes, condominiums and residential lots) and four
important geographic regions. With a variety of property types in
each of the regions, the market has proven capable of moving up
and down with relatively little correlation amongst regions.

All of the neighborhoods have single-family housing and residential
lots. However, several neighborhoods such as Kapalua, Kaanapali,
and Wailea are virtually comprised solely of luxury housing. Areas
such as Kahului have no luxury housing and Wailuku has very little.
All other areas have a mix.

With respect to condominium units, Upcountry and East Maui have
virtually no condominium properties.  All other areas have
condominium units. When looking at leasehold versus fee simple
projects, South Maui and Central Maui have very few leasehold
condominiums. Only West Maui has a mixture of both types.

Areas such as Upcountry and East Maui are made up primarily of
agricultural and rural properties. All other areas are limited in this

property type.

Owner-occupied housing on Maui runs about 56 percent of all
occupied housing units. The total housing stock has been growing at
a rate of about 1,000 units a year in the 1980's. The total
accelerated to 1,500-2,000 new units in the late 1980's, well short
of demand. The Maui population has expanded tremendously for
the past 10 to 12 years, but housing was not being built at the
same pace as the 1980s. As a result, demand for housing during
that period outpaced supply and homes prices and rents rose
dramatically.  The median single-family home price on Maui
averaged $471,925 in 2012, which is an increase of 7 percent
from the 2011 average of $440,160. This marked the first year-
over-year gain since 2006. Median sales price for a single family
home averaged $462,346 in 2010; $498,708 in 2009; $574,760
in 2008; $627,887 in 2007; $697,450 in 2006; and $678,321 in
2005.

Years 2005, 2006, and 2007 are considered the height of the real
estate market. From 2008 to 2011, the real estate market
changed direction, with a less stable economy and more stringent
lending practices. The onset of the Great Recession in late-2008
severely weakened the ability of owner-occupants and investors to
acquire real estate.
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There was measured growth in 2012, with regard to unit sales
volume and median prices. Those active in both the residential and
commercial markets report increased interest and sales activity.
They attribute this to a lack of available inventory, coupled with
interest rates remaining at historically low levels.

Average annual interest rates have been on a steady decline since
2006 when the average interest rate was 6.41 percent. In 2012,
interest rates averaged 3.66 percent, down from the previous
year's average of 4.45 percent. The 3.66 percent interest rate
represents the lowest annual average since 1971. Lending
institutions were also more willing to finance real estate purchases
from 2012, which has allowed market participants to take
advantage of these low interest rates.

The following summarizes a sales volume history for Maui County
from 1990 to 201 2, which includes resales and new project sales.

Year Vacant Land Single Family Condominium
1990 298 560 1,459
1991 116 430 593
1992 120 382 496
1993 121 361 461
1994 148 404 592
1995 118 331 495
1996 126 451 577
1997 182 507 812
1998 276 641 999
1999 408 965 1,348
2000 372 951 1,456
2001 318 938 1,274
2002 402 997 1,578
2003 447 1,420 2,001
2004 477 1,228 1,935
2005 421 1,311 2,041
2006 255 1,066 1,247
2007 226 1,138 1,179
2008 97 907 788
2009 110 693 826
2010 127 814 1,147
2011 134 901 1,157
2012 173 933 1,248
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Retailing

There are three condominium developments under construction in the
Kehalani district: Villas at Kehatani, Milo Court and Ho'olea
Terrace. All three are townhouse style developments. Presently,
there are two ongoing projects at Maui Lani: Traditions (single-
family homes) and Parkways (both house lots and single-family
homes). Sandhills Estates is a completed single-family house lot
subdivision with a few developer lots remaining.

The demand for housing in the Central Maui area had been
extremely strong up to mid-2006, with projects usually sold out
prior to completion of construction. Due to the more recent
downward trend of the economy and residential real estate
market, developers are now finding themselves holding inventory
and most new residential construction outside of the aforementioned
project districts has ceased.

Spencer Homes completed construction of a 410-unit affordable
project in 2008, called Waikapu Gardens. Approximately half of
the houses met County affordable housing pricing requirements.
This project was welcomed by the community as “affordable” prices
were stated to be below $300,000. This project gained approval
by the Maui Nui Affordable Housing Taskforce which was set up in
response to the growing need for affordable housing on Maui. In
2012, Spencer Homes began the entitlement process to extend its
Waikapu Gardens project by an additional 48 affordable homes.

Up to 2006, Kihei had also seen an upswing in residential
development brought upon by ongoing residential projects
including Ke Ali'i Ocean Villas (townhouse condominiums) and
Moana Estates (single-family homes) by Towne Development,
Kamali'i Alayna (single-family homes) by Betsill Brothers, Inc., and
Signature Homes’ Hokulani Golf Villas (residential condominiums).
Other current South Maui projects are Kilohana Waena (house lots)
ond Kai Ani (townhouse condominiums). Similar to Central Maui, the
developers of ongoing projects have slowed construction while
continuing to market their units; whereas, previous Kihei
developments were often sold out prior to construction completion.

Ongoing condominium projects in West Maui include Hoonanea and
The Breakers. Both are townhouse-style developments with new fee
simple units for sale.

In retail, the most significant addition to Maui is the Lahaina
Gateway situated along Honoapiilani Highway across from the
Lahaina Cannery Mall. It was dubbed as a “lifestyle center” with
specialty retail shops, services and restaurants. Opened in late
2007, this 137,000 square foot center includes anchor tenants such
as Office Max, Barnes & Noble, Outback Steakhouse, and Lahaina
Farms, a supermarket owned by Foodland’s Sullivan family.
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Agriculture

Prior to Lahaina Gateway, Maui Marketplace on Dairy Road was
the last large retail development to be built, at 275,000 square
feet. This center contains the likes of Lowe’s Hardware, Office
Max, Sports Authority, Old Navy, Petco, Pier One Imports, Burger
King and Starbucks Coffee.

Wal-Mart and Home Depot are also located on Dairy Road,
immediately west of the Maui Marketplace. These outlets joined
earlier arrivals Costco and Kmart, as well as Alexander &
Baldwin's neighboring Triangle Square, in carving up the Maui
retail pie. However, the local malls are answering the challenge
with more food and entertainment, and retailers that can compete
in their niche. Maui’s largest mall, Queen Kaahumanu Center in
Kahului, has been challenged by the presence of these large box
retailers and vacancies are very noticeable.

In Kaanapali, Whalers Village has taken o turn toward the luxury
market popular with the Japanese. After completing a $3 million
renovation and o change in its tenant mix, this oceanfront center
now aims for both westbound and eastbound visitors. Japanese
visitors are targeted with Duty Free Shoppers, Louis Vuitton, Prada,
Loewe and other high-end shops.

The 150,000-square foot Shops at Wailea opened in 2000,
offering upscale shopping in its high-end retail shops. Tenants
include Louis Vuitton, Coach, Bally, Fendi, Tiffany & Co., Banana
Republic, and Georgiou. Restaurants in this mall include Ruth Chris
Steak House, Tommy Bohama Café and Emporium, and Longhi’s.
Other retailers include Crazy Shirts, Hot Topix, Gap, Wolf Cameraq,
and Whalers General Store.

Phase | of Wailea Town Center was completed in 2006 while
Phase Il was completed in 2007. It contains neighborhood services
which include retail and office owner-occupants. The second phase
included more commercial condominium units and residential units on
the second floor. Current condo owners in this project include
Coldwell Banker and First Hawaiian Bank. This development was
met with high demand as all of the units have already sold and
some have even resold. Another commercial retail/office project,
Woailea Gateway Center, was completed in 2009 and is home to
several restaurants, retailers, and real estate related offices.

Agriculture on Maui has historically been dominated by larger
operations like Maui Land & Pineapple Company and Alexander &
Baldwin’s Hawaii Commercial and Sugar (HC&S).

Pineapple now confronts more foreign competition from places like
Thailand. In 2007, Maui Land & Pineapple Company shut down
the canning portion of its operation to rely solely on the more
profitable fresh fruit segment. Downsizing of the plantation
occurred in 2008, which resulted in a reduction of over 200
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High-Tech

employees. In December 2009, Maui Land & Pineapple Company
announced that it would be shutting down its agricultural arm, citing
continued annual losses. A new company, Haliimaile Pineapple
Company, was formed the following week and was able to take
over a portion of the pineapple operations.

HC&S survives as Hawaii’s only remaining sugar operation due in
part to its economies of scale, its land configuration (a relatively
compact and contiguous land area in the isthmus of the Valley isle),
and its commitment and ability over the years to reinvest and
upgrade plant and equipment. But the last active sugar plantation
in the state is facing other hardships, namely water. There had
been drought conditions on Maui between 2007 and 2009,
contributing to low sugar yields. According to HC&S, future
viability is dependent on confinued stream diversion; however,
there has been opposition to this continued practice. HC&S
continues to re-evaluate its operations to remain viable, including
consideration of potential biofuels and other energy alternatives.

Another of Maui’s sugar operation casualties, Pioneer Mill in West
Maui, is missed visibly. For years, proponents of maintaining and
sustaining Hawaii’s sugar industry argued that growing sugarcane
imparted to this economy an important, if underestimated, non-
pecuniary benefit; sugar kept the land green and attractive, for
tourists and locals alike, and its cultivation contributed to the
recharge of groundwater resources. Economists call this situation an
"externality," an activity that affects others for better or worse,
without those others paying or being compensated for activity.

Anyone who doubts that logic now has only to drive the West Maui
coast from Olowalu to Kaanapali and look mauka, at an entire
mountain side of dry brush and unused fields. As with many cases
where sugar plantations have shut down, most diversified
agriculture crops are just not land intensive enough to utilize all the
vacant land. Coffee and seed corn operations are possibilities, but
they make only a small dent.

In addition to sugar and pineapple cultivation, Maui also offers rich
opportunities for agricultural diversification by small farmers and
large agribusinesses. Top among new agricultural products are:
popaya, cut flowers, coffee, Kula onions and strawberries, and
Chinese cabbage from Kula. Molokai offers its sweet potatoes,
Molokai lettuce and alfalfa, as well as taro.

Maui’s contribution to Hawaii's fledgling high-tech industry remains
pre-eminent in the state. It also represents genuine diversification
of the economy. The Maui Research and Technology Park in Kihei
has its entire infrastructure in place, and has completed four major
building projects. Most important, it houses one of the country’s
most powerful supercomputers. The park now hosts over 30
companies and over 300 employees on 415 acres.
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With access to one of the most powerful supercomputers in the
world, funded by the U.S. Air Force, the Maui Research and
Technology Park is continuing its efforts to diversify the Maui
economy into something fundamentally different from what exists in
the county or anywhere else in the state.

An office building was developed by the Maui Economic
Development Board in 2006, and contains approximately 31,500
square feet of rentable area on a 2.8-acre site.  Another
completed project is Park Plaza, a 26-unit commercial office
condominium building developed by Goodfellow Brothers and
Betsill Brothers. Since its completion in 2008, sales have been very
sluggish.

The Park is sticking to its long-run strategic plan to capitalize on its
location at the center of the Pacific Basin. lIts extensive fiber-optic
network to the U.S. Mainland makes it one of the most fiber-rich
environments in the world, greater than many facilities actually
located on the Mainland.

Maui County is unique in having several inhabited islands in its
jurisdiction: Maui, Molokai, as well as Lanai, and the uninhabited
island of Kahoolawe.

Maui County has an elected Mayor and County Council, and the
Liquor Control Commission is semi-autonomous with appointed
directors.  Although all courts are conducted by the State, the
County is responsible for prosecution and the Mayor appoints the
prosecutor. The council has nine members, each residing in one of
nine districts; however, voters cast ballots for all nine seats. Unlike
other states, Hawaii has only two layers of government: State and
County. The State is responsible for many functions that elsewhere
come under the jurisdiction of municipalities, such as schools,
hospitals, and airports.  Also, unlike other states, Hawaii has
statewide zoning implemented by the State Land Use Commission.
The County has zoning authority within the boundaries established
by the commission.

The lack of affordable housing continues to be a concern within the
County of Maui. Maui is one of the most expensive counties for
single-fomily home buyers. A record high median price of
$780,000 was set in July 2006 for a single-family home. Since
then, the single-fomily medion sale price has fallen, with an
average monthly median of $627,887 in 2007, $575,510 in
2008, $498,708 in 2009, $462,346 in 2010 and $440,160 in
2011. An increase to $471,925 was witnessed in 2012. Even with
the decline in median price, according to the latest State of Hawaii
Data Book, 8 percent of the houses are overcrowded on Maui and
41.4 percent of the households pay more than the recommended
limit of 30 percent of their income on housing. In fact, 27.1 percent
pay more than 40 percent on housing.
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This heightened effort by the County resulted in the passage of
Ordinance 3418 on December 5, 2006, under which all proposed
developments are subject to review if they are to contain five or
more units or lots. Under this ordinance, if the average sales price
is projected to be less than $600,000, 40 percent of the total units
must be priced to meet the various affordable categories. If the
average sales price in the project is $600,000 or more, then 50
percent of the units must be affordably priced. An alternative to
providing the affordable units is to pay an in-lieu fee equal to 30
percent of the average projected sales price of the market rate
units multiplied by the number of affordable units required in the
development. Or, the owner may elect to provide land which is
equal in value to the in-lieu fee. This ordinance has had a profound
effect on residential development since its passage. The
subsequent reduction in proposed projects had many in the building
and real estate industries questioning whether the ordinance
created too much of an obstacle for developers.

In an effort to stimulate residential construction, the ordinance was
revised by the County Council as Ordinance No. 3719, effective
February 26, 2010, reducing the amount of required affordable
housing units built on site to 25 percent, provided the average sales
price of the market units is projected to be less than $600,000. If
the average sales price in the project is $600,000 or more, then 50
percent of the units must be affordably priced. The new law also
clarified the calculation of required affordable units built off site;
based on 50 percent of the total number of on-site market units,
regardless of their projected average sales price.

The water availability ordinance is another law that has made an
impact on the development community. On December 14, 2007,
the County of Maui passed into law Ordinance 3502. As a result,
the Department of Water Supply (DWS) is presently restricting the
issuance of meters for all uses in the central and south Maui service
areas and this bill restricts issuance of any building permits until the
DWS can issue a meter consistent with the provisions of the bill. In
order to do so, the DWS director needs to provide verifiable, long-
term supply of water to the property. Landowners and
professionals in the development community have been openly
critical of the ordinance, some calling it a de facto moratorium on
housing. Not surprisingly, sales of vacant development lands have
been impacted.

The ordinance was revised by the County Council as Ordinance No.
3818, effective April 5, 2011, exempting infill development (10
residential dwellings or less) within areas already developed and
having consistent land use; residential workforce housing units built
by a qualified housing provider; residential development projects
with 100 percent affordable units; and public or quasi-public
development projects. The exemptions are only applicable within
areas serviced by the Water Department’s Central or West Maui
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water systems. An April 10, 2012 revision by the County Council,
Ordinance No. 3934, allows developers to defer conformance with
the WAOQO until subdivision construction plans are to be approved,
rather than upon submittal. Time will tell if the latest versions of
both ordinances will help to achieve their intended goals.
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NEIGHBORHOOD DESCRIPTION

General Description

Environmental and
Historical Context

The subject is a part of the Hana district which encompasses
approximately 145,000 acres in the eastern portion of the island
of Maui. The boundary of the region, from its northern shoreline at
Makaiwa Bay, runs mauvka along ‘O’opucla and Waikamoi
Streams, then along the boundaries of Haleokala National Park
and the Kcahikinui Forest Reserve and finally makai along the
boundary between Auahi and Kanaio to Kanaloa Point on the
southern shoreline of the region. This area includes the entire tax
map key Zone 1.

Hana Town is located on the easternmost shoreline of Maui, midway
between the region’s northern and southern boundaries. Situated
55 miles from the County seat in Wailuku, Hana Town is the major
population center of the region. The Hana region also includes
Keanae, Kipahulu and Kaupo, small rural settlements situated at
dispersed points along the coast. The region’s population was
2,291 in 2010, 1,855 in 2000, 1,895 in 1990, 1,423 in 1980 and
969 in 1970.

The region’s economy is based primarily on diversified agriculture,
the visitor industry, government services and subsistence activities.
Diversified agricultural activities include ranching, tropical fruit,
flower and foliage and taro cultivation. Visitor accommodations
are centered in Hana Town. The entire region offers numerous
scenic attractions including Oheo Gulch which is part of the
Haleakala National Park.

The Hana District contains more the 20 ahupua’a within the five
traditional districts of Koolau, Hana, Kipahulu, Kaupo and Kahikinui.
The subject is situated in Keanae, which is a part of Koolau.

Encompassing the eastern half of Haleakala, rainfall in the region
ranges from over 150 inches annually along the Keanae shoreline
to only 20 inches along the Kchikinui coastline. Steep slopes,
rugged shorelines and the rough waters of the Alenuihaha Channel
characterize the entire region as do mountain rainforests, perennial
streams and open ranch lands.

Most of the region, except portions of Hana and Kipohulu, was
never plowed under for large-scale plantation agriculture which
has resulted in the preservation of many of its ancient and historic
sites in stream valleys and along the shoreline. There are at least
104 heiou {ancient burial grounds) recorded in the Hana region.
There are several remaining Hawaiian churches over 100 years
old, which were built of stone and coral cement in former
population centers throughout the region. The scenic Hana
Highway, with its many historic bridges, winds through the Koolau
and Hana districts and becomes Piilani Highway as it passes
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through Kipahulu, Kaupo and Kahikinui.  The ancient “King’s
Highway” of Piilani Trail is also intact throughout much of the
region.

Koolau, the northern portion of east Maui, is by far the wettest, and
its many streams provide water for the taro growing centers of
Keanae and Woailua, as well as for the former cance building
center of Nahiku. Taro lo’i blanket the Keanae peninsula and ring
the Wailua Valley, many of which are still in cultivation today. The
historic Koolau ditch, constructed by Japanese stone cutters, bisects
the many streams of the district, exporting water for irrigation and
urban use in the central valley and upcountry region. There are 20
recorded heiau in Koolau.

Hana is steeped in legend and was a major center of population
and political power in ancient Hawaii. Plantation sugar was
cultivated here from the mid-nineteenth to the mid-twentieth
century, obliterating many traditional structures. However, the
ruggedness of the land, and the persistence of a large Hawaiian
population with many small land claims have contributed to the
preservation of sites. Hana has 32 recorded heiau, including the
recently restored Pi'ilanihale, the largest in the state.

Kipahulu also experienced plantation agriculture for a period of
approximately 40 years during which countless taro terraces, house
sites and heiou were destroyed. However, at least six heiou still
exist and other sites are still plentiful in the rugged areas not
cultivated in sugar. The old Kipahulu mill, other plantation
remnants, Hawaiian house sites, and terraces dot the landscape.

Kaupo supported a large population before an earthquake in the
1930s dried up several springs that watered Manawainui and
Naholoku. Numerous agricultural terraces and house sites cover the
landscape. Loaloa heiou is a National Historical Landmark, one of
30 recorded heiou in the district.

Kahikinui is said to have been heavily wooded and populated
before devastating lava flows and fires in the mid-eighteenth
century. Overgrazing destroyed what remained of the high
altitude dryland forest in the early 20™ century. Many intact
village sites, 16 recorded heiou and the 19" century Hoapili trail
make up the archaeological resources found in the desolate
landscape of Kahikinui today.
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PROPERTY DATA

Legal Description

The subject property is located along Keanae Place on the Keanae
Peninsula. It is a part of the Keanae Homestead, 1% Series, Koolau,
Hana, Island of Maui, Hawaii. The legal description of this
property was gleaned from the Preliminary Report prepared by
Title Guaranty of Hawaii, Inc. dated September 25, 2008.

PARCEL FIRST

All of that certain parcel of land situate at Keanae,
District of Hana, Island and County of Maui, State of
Hawaii, described as follows:

LOT 1, area 4.85 acres, more or less, as shown on
Map 1, filed in the Office of the Assistant Registrar
of the Land Court of the State of Hawaii with Land
Court Application No. 240 of Annie Amoy Ah Quai
Chamberlain.

PARCEL SECOND

All of that certain parcel of land situate at Keanae,
District of Hana, Island and County of Maui, State of
Hawaii, described as follows:

LOT 3, area 1.45 acres, more or less, as shown on
Map 1, filed in the Office of the Assistant Registrar
of the Land Court of the State of Hawaii with Land
Court Application No. 240 of Annie Amoy Ah Quai
Chamberlain.

The subject is further described on the Tax Maps of the State of
Hawaii as:

Division 2, Zone 1, Section 1, Plat 03, Parcels 041 & 065

It is hereby noted that the tax map indicates land areas of 6.12
acres for Parcel 041 and 0.18 acre for Parcel 065, totaling 6.30
acres. While these areas do not match with the legal descriptions
of Parcel First and Parcel Second above, the total land area of
6.30 acres is the same.

Real Estate Assessments and Taxes

Lond and improvements in Hawaii are assessed based on 100
percent of their estimated market value. Assessed valuations are
calculated on a fiscal year basis. The table on the following page
reflects the Maui County Tax Office assessments for the tax periods
2011 to 2013. In this case, the larger Parcel 041 is dedicated to
Agricultural use and, for parcels so designated, the County
significantly lowers its assessed value. As will be demonstrated in
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the valuation section of this report, the market values of these
parcels are significantly higher than the assessed values by the
County of Maui.

Similarly, lands designated Conservation District also have lower
assessments due to the limitations placed on their potential uses.
The market, however, has demonstrated that it will pay prices much
higher than the assessed values.

Table 1 = Real Property Assessmentis and Taxes

Parcel 041
Year 2013 2012 2011
Land $29,500 $27,000 $32,000
Exemptions: $0 $0 $0
Building $121,000 $119,100 $119,500
Exemptions: $0 $0 $0
Total: $150,500 $146,100 $151,500
Rate per $1,000: $6.05 $6.00 $5.80
R. P. Taxes: $910.53 $876.60 $878.70
Parcel 065
Year 2013 2012 2011
Land $3,600 $2,400 $3,200
Exemptions: $0 $0 $0
Building $0 $0 $0
Exemptions: $0 $0 $0
Total: $3,600 $2,400 $3,200
Rate per $1,000: $6.25 $6.20 $5.60
R P. Taxes: " $250.00 $250.00 $150.00
TotalR.P.Taxes: |  $1,160.53 $1,126.60| $1,028.70]

1
t Represents the minimum real property tax for the County of Maui.

The 2013-2014 tax rate per $1,000 assessment for Pitt Code 500
(Agricultural) and Pitt Code 600 (Conservation) are $6.05 and
$6.25, respectively. Based on these tax rates, the subject’s 201 3-
2014 real property taxes are $1,160.53 [($150,500 = 1,000 x
$6.05) + $250.00]. It should be noted that the 2013-2014 real
property tax for Parcel 065 is $250.00, which represents the
minimum real property tax for the County of Maui. No known
special assessments are on record against the subject property.
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Owner of Record

Transaction History

Listing History

Rental History

According to the public records with the Maui County Real Property
Tax Office, the current owners of the property are William G.
Kepler and Luellen K. Kepler.

Public records do not indicate any conveyance of the subject within
the 10 years prior to the effective date of this appraisal. The
property was acquired by the current owners on August 17, 1993.

Consideration is currently being given to the application of a
conservation easement on this property by the owners, William and
Luellen Kepler.

The Multiple Listing Service did not reveal any listing of this
property within the past 10 years.

The existing dwelling is occupied by the property owners on a part-
time basis, with occasional use by their friends and family. The
subject has not been rented within the three years prior to the
effective date of this appraisal.
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Utilities
Public utilities are available to the property and provided as
follows:

Water/Sewer  Water is provided by the County of Maui
Department of Water Supply through a four-inch
underground main along Keanae Place. Sewer
service is provided by the County of Maui
Department of Environmental Management.

Electricity Electricity is provided by Maui Electric Company
and available to the site from an overhead line.

Telephone Telephone service is provided by the Hawaiian
Telcom through an overhead line to the property.

County Zoning
Parcel 041 is classified within the State Land Use (SLU) Agricultural
District and County of Maui zoned Agricultural District. Parcel 065
is designated Conservation District by the State of Hawaii and the
County of Maui. Refer to Exhibit A at the end of this report for the
entire zoning ordinance.

Agricultural District

The purpose of the Agricultural District is to (1) implement chapter
205, Hawaii Revised Statutes, and the goals and policies of the
Maui County General Plan and Community Plans; (2) promote
agricultural development; (3) preserve and protect agricultural
resources; and (4) support the agricultural character and
components of the County’s economy and lifestyle.

Permitted uses include (1) agriculture; (2) agricultural land
conservation; (3) agricultural parks, pursuant to chapter 171
Hawaii Revised Statutes; (4) animal and livestock raising, including
animal feed lots and sales yards; (5) private agricultural parks as
defined in the Maui County Code; (6) minor utility facilities as
defined in section 10.04.040, Maui County Code; and (7) retention,
restoration, rehabilitation, or improvement of buildings, sites or
cultural landscapes of historical or archaeological significance.
Other accessory uses are listed in the Agricultural District zoning
ordinance displayed in its entirety in Exhibit A at the end of this
report.

Of special significance to this report is the passage of Bill No. 113
(1998) on December 31, 1998. This bill made it more difficult to
develop agricultural subdivisions by limiting the maximum number
of lots that may be created from a bulk parcel of agricultural land.
Under prior law, developers were able to maximize the number of
marketable lots by subdividing a bulk parcel into as many 2.00-
acre lots that the land area could support. Under the new
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ordinance, a 31-acre lot can only be subdivided into 7 two-acre
minimum lots. A table outlining this restriction is shown below.

According to this bill, “this subsection shall not apply to any lot
which received preliminary subdivision approval prior to the
effective date of this ordinance and which receives final subdivision
approval after the effective date of this ordinance. The subsequent
lots resulting from such subdivision shall be subject to this
subsection.”

Area of Lot in Acres Two-Acre Minimum Lot Size

At least 2 but less than 31 acres 7 lots.

At least 31 but less than 61 acres 7, plus one additional lot for
each 10 acres above 31
acres.

At least 61 but less than 92 acres 10, plus one additional lot for
each 15 acres above 61
acres; plus, one additional
15-acre minimum lot.

92+ acres 12, plus one additional lot for
each 40 acres above 92
acres (not to exceed 14 lots);
plus 2 additional 15-acre
minimum lots and one
additional lot for each 60
acres above 92 acres; plus, |
additional 25-acre minimum
lot size and 1 additional lot
for each 100 acres above 92
acres; plus, 1 40-acre
minimum lot for each 160
acres above 92 acres.

Source: Ordinance No. 2749, Bill No. 113 (1998), Approved 12/31/98

Conservation District

The purpose of the Conservation District is to conserve, protect and
preserve the important natural resources of the State through
appropriate management and use to promote their long-term
sustainability and the public, health, safety and welfare. This
district includes land that is primarily park, watershed, floodplain
(coastal and stream), wildlife reserve, historic/scenic sites, mountains
and offshore outlying islands. It follows that land uses are highly
restrictive in this district.
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Hana Community Plan

The Conservation District has five subzones: Protective, Limited,
Resource, General and Special. Omitting the Special subzone, the
four subzones are arranged in a hierarchy of environmental
sensitivity ranging from the most environmentally sensitive
{Protective) to the least sensitive (General). The Special subzone is
applied in special cases specifically to allow a unique land use on a
specific site.

These subzones define a set of “identified land uses” which may be
allowed by discretionary permit. The Office of Conservation and
Coastal Lands (OCCL) can only accept a permit application for an
identified land use listed under the particular subzone covering the
subject property. Most of the identified land uses require «a
discretionary permit or some sort of approval from the Department
of Land and Natural Resources or the Board of Land and Natural
Resources. Major permits are required for land uses which have the
greatest potential impact and an environmental assessment and/or
an Environmental Impact Statement is required (and may also
require a public hearing). Minor permits are required for land uses
which may have fewer impacts, and decision making is delegated
to the Board Chairperson (and may not require a public hearing) or
it may be referred to the OCCL for other minor issues.

The Hana Community Plan, one of nine (9) Community Plans for
Maui County, reflects current and anticipated conditions in the Hana
region and advances planning goals, objectives, policies and
implementation considerations to guide decision-making in the
region through the year 2010. lts most current version was
adopted on July 1, 1994. The Hana Community Plan provides
specific recommendations to address the goals, objectives and
policies contained in the General Plan, while recognizing the historic
values and unique spiritual significance of island cultures of Hana, in
order to enhance the region’s overall living environment. The Maui
County General Plan, first adopted in 1980 and updated in 1991,
sets forth goals, directions and strategies for meeting the long-term
social, economic, environmental, land use and cultural needs of the
County. Similarly, the Hana Community Plan was first adopted by
Ordinance No. 1247 in 1982 and was updated in 1992-93.

For Maui County, the General Plan and the Community Plans are
strategic planning documents which guide government action and
decision-making. Both the General Plan and the Community Plans
are part of a planning hierarchy which includes, as primary
components, the Hawaii State Plan and State Functional Plans.
Mutually supporting goals, objectives, policies and implementing
actions contained in the Hawaii State Plan, State Functional Plans,
Maui County General Plan and the Hana Community Plan provide
for optimum planning effectiveness and benefits for the residents of
the Hana Community Plan region. Implementation of the goals,
objectives and policies contained in the Community Plan are
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defined through specific implementing actions, also set forth in each
Community Plan. Implementing actions as well as broader policy
recommendations are effectuated through various processes,
including zoning, capital improvements program, and the County
budgeting process.

As shown on the Hana Community Plan Map and verified with the
Mavi County Land Use and Codes Division, the subject property is
located in an area designated {(AG) Agriculture. This use indicates
areas for agricultural activity which would be in keeping with the
economic base of the County and the requirements and procedures
of Chapter 205 HRS, as amended.
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DESCRIPTION OF THE IMPROVEMENTS

The existing improvements to the subject site include a one-story
single-family dwelling and o detailed description of the structural
components is included below. A sketch of the improvements has
been included as Exhibit I.

ltem Description

Year Constructed Circa 1980

Building Area Ground floor living area: 757 SF
Interior loft area: 393 SF
Total living area: 1,150 SF

Other Building Areas Porch/Deck 801 SF

Foundation
Exterior Wall

Doors

Roof Design
Roof Finish
Gutters
Windows

Floor Covering

Ceiling

Interior Partitions
Electrical Fixtures
Kitchen Appliances

Rooms

Air Conditioning
Landscaping:

Garage/Carport

Post on pier
T1-11 plywood

Hollow-core interior doors and sliding
entrance doors

Gable

Concrete tile

Copper gutters and down spouts

Fixed and sliding windows, vinyl frame

Wood floor in living areas and ceramic
tile floor in bathroom

Open beam ceiling

Finished drywall

Recessed and track lighting fixtures
Refrigerator and range/oven

One bedroom (loft style), one bathroom,
living room, kitchen and dining area

None
Mixed tropical foliage

None
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Overall, the improvements were observed to be of sound
construction quality and in good condition. lts layout and design
are deemed to be highly conducive to its intended single-family
use. Originally built in 1980, the structure exhibited normal
evidence of wear and tear, and there was no visible evidence of
significant structural deterioration.  According to the property
owner, $35,000 in renovations were completed in 2008 and
included replacement of the concrete tile roof, replacement of the
vinyl windows and sliding door, replacement of the gutters and
downspouts, installation of new flooring, and initial repair to the
wood deck. The subject’s improvements are estimated to have an
effective age of 25 years with a remaining economic life of
approximately 30 years, assuming proper and timely maintenance.
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DESCRIPTION OF THE CONSERVATION EASEMENT

The Hana Community Plan recognizes the environmental and
cultural resource opportunities available to the Hana community, of
which the subject is a part. Its description, as reported below,
provides the foundation of the proposed conservation easement.

Environment

Recognizing that many of the residents depend upon
the region’s natural resources for sustenance,
protection of the region’s natural environment is
essential to ensuring the sustainability of these
resources. Through respect for and proper
management of the region’s natural resources, future
generations will be able to continue to enjoy the
natural, scenic beauty characteristics of Hana.

Cultural Resources

The sensitivities of the region’s residents for the
cultural resources which are located within Hana
district are recognized. The district’s historic sites
and cultural resources provide evidence of Hana's
history and serve as tools for conveying the heritage
of the region to its youth as a legacy for the future.

The conservation easement is proposed between the owners,
Williom and Luellen Kepler and the Maui Coastal Land Trust, which
is now part of the Hawaiian Islands Land Trust (Land Trust). The
Land Trust's mission includes the preservation of lands like the
subject. To facilitate preservation of such lands, the Land Trust
proposes to secure funding from the County of Maui and the United
States Department of Agriculture (USDA) to purchase preservation
easements over such lands that will ensure that such lands are
perpetually maintained and are not converted to urban, residential,
non-agricultural commercial, or non-agricultural industrial uses.

The Appraiser was provided with a draft copy of the Deed of
Conservation Easement Including Development Rights for review.
Although the document is in draft form, the Appraiser has assumed
that the content will remain unchanged upon execution. The
following represents a summary of the easement guidelines:

Purpose
The purpose of this Easement is to preserve the conservation values

which include protection of the top priority soils by substantially
retaining its current open-space condition for agricultural activities,
subject to the express restrictions on such agricultural activities set
forth in the actual easement document.
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Rights Conveyed to Grantee
To accomplish the purpose of this easement, the rights of protection,
access and enforcement will be conveyed to the Grantee.

Protection

The Grantee has the right to preserve and protect in perpetuity to
prevent any use of, or activity on, the protected property that will
significantly impair or interfere with the conservation values of the
protected property, and to enhance by mutual agreement the
conservation values of the protected property.

Grantor’s Reserved Uses

The Grantor, on the other hand, reserves for itself all rights accruing
from ownership of the Protected Property not granted to the
Grantee pursuant to the Easement. These rights include the
following:

1. The right of privacy and quiet enjoyment

2. The right to permit or invite others to engage in any
use consistent with the easement.

3. The right to use the property for agricultural
activities consistent with law and the easement.

4. The right to repair, replace, construct, occupy and

use Farm Dwellings and appurtenant structures and
facilities within the Farmstead Area subject to the
impervious surface limitation set forth in Section 5(g)
of the easement document and the right to operate,
maintain, repair and replace underground utility
services to serve the Farmstead Area, and the right
of ingress and egress to and from the Farmstead
Area.

5. The right to wundertake recreational activities
provided that such activities are conducted in a
manner and intensity that does not adversely impact
the conservation values of the property and the
purpose of the easement.

6. The right to construct and maintain fences within or
around the property, provided that their design and
location do not impair the conservation values of the
property or be contrary to the purpose of the
easement.

7. The right to place signs on the protected property to
advertise for sale or rent or to state the conditions
of access to the property; provided that such signs
do not significantly degrade the conservation values
of the protected property.

8. The right to undertake other activities necessary to
protect public health or safety on the protected
property.

9. The right to grant easements or dedicate areas to

governmental agencies as long as they are
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consistent with the conservation values of the
protected property.

Prohibited Uses and Activities

Any use of, or activity on, the protected property inconsistent with
the purpose of this easement is prohibited. Such uses include the

following:

pu—

b

o>

10.

11.

12.
13.

Subdivision or partitioning of the property.

Transfers of individual parcels unless all such parcels
are transferred to the same transferee.

The placement or construction of any permanent or
temporary non-agricultural buildings or
improvements of any kind, except as permitted by
the Grantee upon a finding it will not significantly
diminish the conservation values of the protected
property or be inconsistent with the purpose of this
easement.

Alteration of the land.

Erosion or water pollution.

Alteration of water courses. The draining, filling
dredging, ditching, or diking of wetland areas, the
alteration or manipulation of ponds and water
courses, or the creation of new wetlands, water
impoundments, or water courses, except as
approved by Grantee for agricultural purposes or
to preserve or protect the Conservation Values of
the Protected Property.

Total impervious surface area shall be no greater
than six percent (6%.

Waste disposal.

The above ground installation of new utility systems
of extensions of existing utility systems, including,
without limitation, water, sewer, power, fuel, and
communication lines and related facilities on the
protected property.

The placement of commercial signs, billboards or
other advertising material except as provided for in
the easement.

The placement and use of any outdoor electric lights,
except as approved by the Grantee for agricultural
uses or to preserve or protect the conservation
values of the protected property.

Mining.

The introduction of nonnative plants and nonnative
invasive species except and approved by the
Grantee.

The operation of off-road vehicles, except as
necessary for agricultural uses.

Commercial recreation is generally prohibited
except as permitted by the Grantee.
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A copy of the Deed of Conservation Easement Including
Development Rights, in its entirety, has been included in the Exhibit
section of this report.
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Table 2 = Comparative Analysis of the Property “Before” and “After” the Easement

Grantor's Property
Rights

CATEGORY BEFORE AFTER
Protection The Grantor was allowed to carry out any | Grantee has the right to preserve and protect in perpetuity,
activity permitted by law to prevent any use of, or activity on, the Protected Property

that will significantly impair or interfere with the
Conservation Values of the Protected Property, and to
enhance by mutual agreement the Conservation Values of
the Protected Property.

Accessibility Property was private Grantee has the right to reasonable access to carry out the

Fee simple ownership. Real estate rights are
undisturbed and limited only by law.

The right of a private property owner

Similar

Fee simple ownership would permit greater

amount of recreational use.

Fences could be built as desired.

Signs could be placed as desired as long as
it conforms to Maui County signage laws

purpose of the Easement.

(1) Privacy and quiet enjoyment. Grantor has the right to
deny access to other persons, except as provided by law
or as expressly permitted to the Grantee in the Easement.

(2) Guests and Invitees. Grantor has the right to permit or
invite others to engage in, any use of , or activity on, the
Protected Property that is not inconsistent with the Purpose
of the Easement.

(3) Agricultural use. Grantor has the right to use the
Protected Property for agricultural activities that comply
with federal, state and local regulations and do not
significantly impact or degrade the Conservation Values of
the Protected Property (for example, the planting, raising,
and harvesting of kalo), but subject to the express
limitations, restrictions, and prohibitions contained in the

Easement.

(4) Recreation. Grantor has the right to undertake
recreational activities such as picnicking, fishing and bird
watching on the Protected Property; provided that such
activities are conducted in a manner and intensity that does
not adversely impact the Conservation Values of the
Protected Property and the Purpose of the Easement or
otherwise impact highly erodable soils, wetlands or cultural
sites. No motorized recreational vehicles or activities that
could adversely impact the Conservation Values of the
Protected Property are allowed in any Conservation Zone
areas indicated in the Easement and /or in the Boseline
Documentation.

(5) Fences. Grantor hos the right to construct and maintain
fences within or around the Protected Property; provided
that their design and location shall not impair the
Conservation Values of the Protected Property or be
contrary to the Purpose of the Easement.

(6) Signs. Grantor has the right to ploce signs on the
Protected Property to advertise for sale or rent or to state
the conditions of access to the Protected Property;
provided that such signs are located to preserve, as much
as possible, views from Keana'e Road to the coastline and
ocean, and so that they do not significantly degrade the
Conservation Values of the Protected Property. The design
and erection of any sign in excess of three (3) square feet

requires prior written approval by Grantee.

Page 41



ACM Consultants, Inc.

Kepler Conservation Easement

Table 2 Continued — Comparative Analysis of the Property

“Before” and “After” the Easement

CATEGORY

BEFORE

AFTER

Uses and Activities
Inconsistent with the
Purpose of the

Easement

Permission to grant easements and
dedication from a third party is not
required.

Subdivision is allowed {2-acre minimum)
Transfers of individual parcels allowed
Residential and farm structures permitted

Land may be altered

Alterations may be permitted

Less limitations on impervious areas

Above-ground utilities permitted
Signs are allowed to an extent

Yard lights are permitted

Off road vehicles are not banned

Commercial recreation may be allowed

(7) Protection of Public Health or Sofety. Grantor has the
right right to undertake other activities necessary to protect
public health or safety on the Protected Property, or other
activities required by any governmental agency with
authority to require such activity; provided that any such
activity shall be conducted so that interference with the
Conservation Values of the Protected Property is avoided,
or, if avoidance is not possible, minimized to the extent

possible.

(8) Easements and Dedication. Grantor has the right to
grant easements fo governmental agencies or utility
providers for the installation, maintenance, repair and
replacement of underground utility services; the right to
dedicate areas along the existing highway to the State of
Hawaii or the County of Maui as may be required by the
State or County for public highway purposes; and the right
to grant to adjoining lands appropriate drainage
easements which may be required by the County of Maui,
provided that such utility and drainage easements shall not
materially alter the soils or agricultural use of the Protected
Property for scenic and open space purposes, and no such
easements or dedications shall significantly adversely
affect the Conservation Values of the Protected Property.
Grantor shall notify Grantee in writing prior to granting any

such easement or making any such dedication.

Any use of, or activity on, the Protected Property
inconsistent with the Purpose of this Easement is prohibited,
and Grantor acknowledges and agrees that it will not
conduct, engage in or permit any such use or activity.

Wi ithout limiting the generality of the foregoing, the
following uses of, or activities on, the Protected Property,
though not an exhaustive list of inconsistent uses or activities,
are inconsistent with the purposes of this Easement and shall
be prohibited, except as expressly provided in Section 3
of the Easement Document.

(1) Subdivision

(2) Transfers of individual parcels

(3) Structures (non-agricultural)

(4) Alteration of the land

(5) Erosion or water pollution

(6) Alteration of water courses

(7} Impervious surface area - no more than 6%
(8
(@
(10) Signs

(17)Yard lights

(12) Mining

(13) Introduced vegetation
(14) Off-road vehicles

(15) Commercial recreation

Waste disposal

Installation of above-ground utilities

)
)
)
)
)
0
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Table 2 Continued — Comparative Analysis of the Property “Before” and “After” the Easement
CATEGORY BEFORE AFTER

Invasive Non- Optional for the property owner Grantor agrees to consider working with Grantee over the
Native Species coming years to explore and implement reasonable
methods of controlling and eradicating invasive non-native
species on the Protected Property, except for non-native
species necessary to the conduct of the permitted

agricultural uses, and to encourage the establishment of

appropriate native species on the Protected Property.
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THE APPRAISAL PROCESS

Appraisal Method for

Conservation Easements

The valuation of conservation easements as partial interests in real
property does not differ from the valuation of real property in
general. In areas where there is market data relating to the sale
of properties encumbered by conservations easements, the sales
comparison valuation approach should be used.

If there is no established, reliable market for sales of easement-
encumbered properties, as is most often the case, such interests must
generally be valued indirectly through the Before and After
method of appraisal.

Before and After Appraisal Method

According to the 3@ Edition of Appraising Easements, published by
the Land Trust Alliance, the Before and After method is described
as follows:

The Before and After method is used to determine
whether, and the degree to which, an easement
changes a property’s use and value. Under the Before
and After method, the value of the property after the
imposition of the easement is subtracted from the
value of the property before the imposition of the
easement to estimate the value of the easement. Each
valve conclusion is made as of the date of the
easement donation.

Employing this methodology, the following steps are generally
required of the Appraiser.

(1) Provide a value opinion of the property BEFORE
the imposition of the conservation easement
based on its highest and best use.

(2) Provide a value opinion of the property AFTER
the imposition of the conservation easement
based on its highest and best use.

(3) Subtract the market value of the property AFTER
the easement encumbrance from the market
value of the property BEFORE the edasement
encumbrance to derive the market value of the
conservation easement.
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Appraisal Methods for the
Property, Before & After

The valuation of real estate is derived principally through three
approaches to market value: Cost Approach, Income Capitalization
Approach and Sales Comparison Approach. In the valuation of the
subject, all three approaches were considered, however, only the
Cost Approach was deemed appropriate for the valuation of the
“Before” and “After” conditions of the property. The three
traditional approaches are summarized below.

Cost Approach

The Cost Approach is based on the principal of substitution which
holds that a prudent purchaser will not pay more for a property
than the cost of creating an equally desirable property in the
market. In this case, it is the cost of acquiring a site and constructing
a building of equal utility. The Cost Approach embodies estimates
of the worth of the land, as if vacant, and the replacement or
reproduction cost of the improvements. From these are deducted
the Appraiser's estimates of physical deterioration, functional
obsolescence and external obsolescence, as observed during
inspection of the property and its neighborhood. The Cost
Approach is particularly relevant in estimating the value of a new
building that represents the highest and best use of the land or in
estimating the value of a unique or specialized property for
which comparable market data is not available. In this case, the
Cost Approach was judged to be the most reliable indicator of
the market value of the improved property due to the absence of
improved comparable sales.

Income Capitalization Approach

The Income Capitalization Approach involves the conversion of
anticipated future benefits (income) to be derived from the
ownership of a property into an estimate of value. The procedure
requires the estimation of revenues and expenses from which net
income can be derived. This estimated net annual income is then
capitalized by a market supported capitalization rate to arrive at
an indication of value, or the net annual income and reversion is
discounted over an investment holding period to o net present
value. The Income Capitalization Approach is applicable in the
valuation of investment properties in an active market or when
comparable market data is available. The subject is occupied on
a part-time basis by the property owner. Properties in this
neighborhood are not utilized for rental income-generation
purposes; therefore, market rent cannot be established. As such,
this methodology was deemed inappropriate for the valuation of
this property.
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Sales Comparison Approach

The Sales Comparison Approach is based on the principle of
substitution which states that a prudent purchaser will not pay more
for a property than the cost of acquiring an equally desirable
property in the market with the same utility. The Sales Comparison
Approach involves the comparison of comparable properties that
have recently sold with the subject property. In analyzing the
market data of the comparables, it is imperative that the sales
prices be reduced to common units of comparison to relate the
degree of comparability to the property under appraisal. The
Sales Comparison Approach is dependent on an active market
where comparable market data is available in sufficient quantity.
It is relatively unreliable if the comparable market data is
unavailable or unable to be verified. The Appraiser was unable
to uncover any improved sales worthy of comparison to the
subject; therefore, the Sales Comparison Approach could not be
supported. This methodology, however, was best svited in the
valuation of the land parcel, and was employed for that
purpose.
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VALUATION BEFORE IMPOSITION OF THE CONSERVATION EASEMENT
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HIGHEST AND BEST USE

Highest and Best Use analysis applies to both the site as though
vacant and the property as currently improved. In highest and best
use analysis, the four criteria that the property must satisfy are:

(1) Physically possible uses;

(2) Legally permissible uses;
(3) Financially feasible uses; and
(4) Maximally productive use.

These criteria should be considered sequentially through an
examination of the physical and economic data reported in the
previous sections of this report.  Within the four categories
mentioned above, other considerations include: use must be legal
and in compliance with zoning and building requirements; use must
be within the realm of probability and not speculative or
conjectural; demand for such use must exist; use must be profitable;
use should provide the highest net return to the land; and the use
should produce the maximum return for the longest possible time.

Since the appraisal of the subject property is based on a particular
premise of use, the highest and best use analysis determines just
what this premise of use should be.

In this case, two assumptions must be given pertinent consideration
in the analysis of highest and best use.

1) The site as if vacant and available for development; and
2) The site as presently improved

THE PROPERTY BEFORE ENCUMBRANCE
BY THE CONSERVATION EASEMENT

This assessment considers the highest and best use of the property
without the encumbrance and restrictions of the conservation
easement.

As If Vacant

The first major aspect of the highest and best use analysis is
considering the property as if it were vacant and available for
development. This assumption is made to determine whether the
land alone is worth more than the existing property, as is. In other
words, this is the beginning benchmark to compare with the highest
and best use of the property, as is, to determine whether the site is
presently under-utilized.
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Physically Possible Use

The physical aspects of the site impose the first constraint on any
possible use of the property. The Appraiser has not been provided
with soil or subsoil or other engineering studies to determine the
load-bearing capacity of the subject parcel. However, based on
our review of other properties in the immediate vicinity, the site is
presumed to have stable soil conditions upon which single-family
and farm structures could be built. Since taro farming requires
shallow ponds, the drainage and irrigation issues appear to be
controlled by the farmers through man-made channels connecting
the taro patches. Parcel 041 has a land area of 6.12 acres and is
located across Keanae Place from the ocean. Parcel 065 is
located on the ocean and has 0.18 acres of irregularly shaped
land. The 6.12-acre portion of the subject is irregularly shaped
and, as mentioned earlier, has three landlocked parcels located
within its boundaries. However, due to the large size of this parcel,
good utility to the land still remains.

Legally Permissible Use
Parcel 041 (6.12 acres) is zoned Agricultural District and Parcel
065 (0.18 acre) is zoned Conservation District.

Permitted uses in the Agricultural District include (1) agriculture; (2)
agricultural land conservation; (3) agricultural parks, pursuant to
chapter 171 Hawaii Revised Statutes; (4) animal and livestock
raising, including animal feed lots and sales yards; (5) private
agricultural parks as defined in the Maui County Code; (6) minor
utility facilities as defined in section 10.04.040, Maui County Code;
and (7) retention, restoration, rehabilitation, or improvement of
buildings, sites or cultural landscapes of historical or archaeological
significance. Other accessory uses are listed in the Agricultural
District zoning ordinance displayed in its entirety in Exhibit A at the
end of this report. In addition, the ordinance allows the
development of a primary single-family residence (farm dwelling)
and an accessory dwelling of 1,000 square feet or less. If the
agricultural land is being actively farmed, additional farm
dwellings would be permitted for the farm labor. In addition,
related farm structures would also be allowed.

Furthermore, the zoning ordinance stipulates that the minimum lot
size in the Agricultural District is two (2) acres. This would allow the
subdivision of Parcel 041 into three agricultural lots of
approximately two acres each.

The purpose of the Conservation District (Exhibit B) is to conserve,
protect and preserve the important natural resources of the State
through appropriate management and use to promote their long-
term sustainability and the public, health, safety and welfare. This
district includes land that is primarily park, watershed, floodplain
(coastal and stream), wildlife reserve, historic/scenic sites, mountains
and offshore outlying islands. It follows that uses are highly
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restrictive in this district and all uses must be approved by the
Board of Land and Natural Resources on a case by case basis.

Consequently, the spectrum of permitted uses is narrow and places
a significant limitation on the potential use of the property. A copy
of the agricultural ordinance and the conservation statute are
included in the Exhibit section of this report.

Financially Feasible Use

The test of financial feasibility involves an analysis of the likelihood
of the use producing an income, or return, greater than the
combined income needed to satisfy operating expenses, financial
expenses, and capital amortization. All uses that are expected to
produce a positive net income or rate of return are considered to
be financially feasible.

The demand for vacant, agricultural zoned parcels in the Hana
region has grown as people seek larger, more private home sites
with potential for small farming arrangements. This demand has
grown in all areas of Maui, although the growth in the remote Hana
region has been slightly slower. Still, the subject’s oceanfront
location is a very lucrative one, and the Appraiser is of the opinion
that this parcel would be highly sought if put on the open market.
In fact, the present property owners have, throughout the years,
received several unsolicited offers to purchase this property.

There are only a few potential feasible uses for Parcel 41 which
encompasses 6.12 acres. First, it could be farmed, which would be
consistent with its agricultural zoning. A second alternative would
be the development of a 6-acre agricultural home site which would
serve as o small rural estate or second home. Finally, the subject
could be subdivided into three 2-acre agricultural home sites and
sold individually.

Parcel 065, on the other hand, is probably not developable for
several reasons. First, it is extremely irregular with a very narrow
configuration; therefore, although it has a land area of 7,841
square feet, the physical building setbacks from the ocean and the
roadway may preclude development of a single-family dwelling.
If anything, perhaps a gazebo may be built if permitted by the
Board of Land and Natural Resources. Secondly, this parcel is
zoned Conservation District and is located on the shoreline;
therefore, development on this parcel would be highly improbable.
Finally, there is a very strong community sentiment to maintain the
view planes the ocean and the quality of the shoreline, and it would
be extremely difficult to develop this site if there is negative input
from the neighboring properties.
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As Presently Improved

Maximally Productive Use

In the final analysis, a determination must be made as to which
feasible use is the highest and best use of the parcel as if vacant.
Based on the property's current zoning, location and physical
attributes of the site, and the demand for agricultural home sites in
the neighborhood, it is the Appraiser's opinion that it is reasonable
for the subject to be subdivided into three 2-acre parcels. Present
prices for these types of properties should support such a small
development and provide for maximum profitability. Hence, the
Highest and Best Use of the subject site, as if vacant, is subdivision
into three agricultural home sites, with Parcel 065 serving as an
oceanfront common area for the three parcel owners since its
development is highly unlikely.

The highest and best use of the property as improved is determined
by analyzing the use that should be made of the property as it
exists. Consideration is given to whether the existing improvements
should be renovated, expanded, demolished, or replaced with a
use that is different in type and intensity.

The subject is located in a neighborhood with similar agricultural
and residential uses, and is in conformity with the immediate
environs. The neighborhood is located on the Keanae peninsula
and the neighborhood represents a traditional rural lifestyle that
has endured through the years. The planting and harvesting of
taro, a Hawaiian food staple, still plays a role in the day-to-day
activities of this community, even in this modern age of
mechanization. In this light, the sentiment in the greater Hana
region is to continue to maintain the rural lifestyle of the community.
Most new projects are not well-received, and there is no concerted
effort toward development due to the region’s remote location on
Mavui. There is one upscale, but low-density, hotel in Hana; one
school; and one general store.

The subject is presently improved with a single-story, wood-frame
dwelling containing approximately 1,150 square feet of living
area and 801 square feet of porch area which conforms to the
Agricultural zoning ordinance.  The subject improvements are
considered to be of sound construction quality and in good overall
condition. lts layout and design are considered functional and
conducive to its existing uses. The subject’s improvements are
estimated to have an effective age of 25 years with a remaining
economic life of approximately 30 years, assuming proper and
timely maintenance.

As the valuation section of this report will indicate, the present
improvements make a substantial contribution to the property in
excess of the value of the site. No alternative legal use could
economically justify removal of the existing improvements or
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Conclusion of Highest
And Best Use

massive renovations, and the existing facility represents an optimum
use of the site at this time.

As mentioned earlier, the subject may be legally subdivided into
three lots of approximately two acres in size. In light of the fact
that this is one of the largest parcels on the Keanae Peninsula, and
that there are numerous small agricultural parcels there, the
potential for such a subdivision appears to be reasonable and
probable. The fact that only two additional lots can be created for
this site is not expected to raise community opposition. In addition,
the three-lot subdivision falls into the category informally
recognized by the County of Maui as the “family subdivision”, and
the process is not as stringent as it is for larger developments.

In light of these factors, the highest and best use of the subject is to
subdivide the parcel into three lots, one of which will already be
improved with the existing dwelling. Parcel 065, the oceanfront
remnant can serve as a common area for the three parcel owners
since its development is highly unlikely.

This conclusion is based upon the analysis of the site's location and
physical attributes, current zoning, the complementary nature of the
neighboring development, the existing improvements and the
condition of the existing real estate market. As a result, the Highest
and Best Use of the subject property is concluded to be subdivision
of the site into three agricultural house lots and retaining the
existing dwelling on one of the lots.
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THE COST APPROACH

LAND VALUATION

As previously mentioned, the Keanae neighborhood, as well as
the greater Hana region, has very little real estate sales activity
when compared to other regions of Maui. The absence of sales
is due to the lack of demand in this highly remote location on
the island; furthermore, the subject is especially unique with its
oceanfront location, large acreage (for the area) and the
presence of a small house.

Due to the limited availability of comparable sales data, use of
the Sales Comparison Approach could not be supported and was
not employed. The Income Approach is not generally utilized in
the valuation of agricultural real estate like the subject because
they are not regarded as income-producing properties; hence,
this methodology was also ruled out.

It is the Appraiser’s opinion that the use of the Cost Approach
would be the most appropriate methodology in estimating the
market value of the subject. It is even more reliable because the
greatest value contribution to this property is provided by the
approximate six acres of oceanfront land.

The Cost Approach is based on the principal of substitution, which
holds that an informed purchaser would not pay more for a
property than the cost of acquiring another property having the
same utility. The rationale is that a prudent purchaser would not
pay more for a property than the cost of acquiring a similar site
and constructing improvements of equal design and utility.

The Cost Approach requires the estimation of three distinct
components:  the land as though vacant and available for
development to its highest and best use; the reproduction or
replacement cost of the improvements on the effective date of the
appraisal; and accrued depreciation in the improvements. The
accrued depreciation is deducted from the reproduction cost or
replacement cost of the improvements to derive an estimate of the
contributory value of the improvements. The depreciated
reproduction or replacement cost of the improvements is added to
the estimated land value yielding a value estimate of the property
by the Cost Approach.

The most commonly accepted approach for land valuation is the
direct comparison of the subject land with sales of other land
parcels in the market. When the availability of data permit its use,
this analytical method produces an indication of what the
purchaser-investor would most probably have to pay for the same
rights in existing substitute properties in the same market, as of the
effective date of the appraisal.
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The value of the subject parcel was derived from an analysis of
comparable sales in the general vicinity of the subject and their
location relative to the subject is shown on the Comparable Land
Transactions Map in this section of the report. Because no two
properties are ever truly identical, the prices of the market
indicators must be reduced to various units of comparison to reflect
the value of the subject property. Typically, the variations in sales
prices reflect differences in size, location, zoning, time and terms of
sale, and the physical characteristics of the land.

The value indication is developed using a unit of comparison in
which the type of site being appraised is typically bought and sold
on the market. In this assignment, the price per acre of land is the
most appropriate unit of comparison. The land sales which have
been utilized as comparables in this valuation assignment are
summarized on the following pages.

Comparable Land Transactions

Land Transaction No. 1

TMK: (2) 1-1-05-003

This fee simple property is located along Hana Highway in the
Hana community oand Hana District. It occupies an oceanfront
location with a cliff front with a small rocky beachfront which allows
access to the ocean. The 12.090-acre site has a State Land Use
designation of Rural, with Interim District County zoning. The
property has an irregular shape and a gradual topographical rise
from the cliff front to the highway. Panoramic ocean and mountain
views are available from this site. Public electricity is available to
this site, but no public water source.

This property was sold from Woalter Stender and Katherine
McGuire to Yankovic Revocable Trust on January 21, 2010 at a
price of $1,390,000 or $114,971 per acre. This transaction was
recorded at the Bureau of Conveyances as LCD 3933567. Public
records did not reveal any other sale of this property within the
three years prior to this transaction.

Land Transaction No. 2

TMK: (I} 1-2-03-059

This fee simple property is located on Ulaino Road in the Nahiku
community of the Hana District, about 10 miles from Hana Town. It
occupies an oceanfront location with a very high cliff front and
ocean access is not available. The 17.955-acre site is primarily
zoned Agricultural District with a narrow Conservation District
classification along the coastline. The property has a slightly
irregular shape and a gradual topographical rise from the ocean
to the highway. The site possesses panoramic ocean and mountain
views. Overhead telephone and electrical lines currently service
the immediate neighborhood; and, a private water source has been
developed for the property. Vehicular ingress and egress is
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afforded by a long access easement over another property from
Hana Highway.

This property was sold from Bobbie Wesson, et al. to Bruce White
on February 2, 2006 at a price of $2,250,000 or $125,313 per
acre. This transaction was recorded at the Bureau of Conveyances
as Document No. 06-021983.

Public records revealed that partial interests in this property were
previously sold from Bobbie Wesson, et al. to Roberta Morris (39
percent) and Naomi Fujioka (17 percent) on April 23, 2004. The
total price was $639,000 for a 56 percent undivided interest.

Land Transaction No. 3

TMK: (I} 1-6-10-003

This site is located on the Hana Highway in Kipahulu, which is
situated southwest of Hana Town. This parcel has an oceanfront
location, with a high cliff front and ocean access is not available.
This 3.374-acre parcel is primarily zoned Agricultural District with a
narrow Conservation District classification along the coastline. The
site is generally rectangular in shape with a level to gently sloping
topography. The property offers panoramic ocean and mountain
views. Telephone service is available to the site; and, a private
water source has been developed for the property. Vehicular
ingress and egress is directly from Hana Highway.

This property was sold from Norman & Karen Blake to Douglas &
Gale McNish on January 17, 2006 at a price of $1,550,000 or
$459,395 per acre. This transaction was recorded at the Bureau
of Conveyances as Document No. 06-009376. Public records did
not indicate any other conveyance of this property within the three
years prior to this transaction.

Land Transaction No. 4

TMK: (II) 1-2-03-021

This fee simple property is located on Ulaino Road in the Nahiku
community of the Hana District, about 10 miles from Hana Town. |t
occupies an oceanfront location with a very high cliff front and
ocean access is not available. It is primarily zoned Agricultural
District with a narrow Conservation District classification along the
coastline. The 8.615-acre property has a slightly irregular shape
and a gradual topographical rise from the ocean to the highway.
The site possesses panoramic ocean and mountain views. Overhead
telephone and electrical lines currently service the immediate
neighborhood; and, a private water source has been developed
for the property. Vehicular ingress and egress is afforded by a
long access easement over another property from Hana Highway.

This property was sold from Maui Dream Limited Partnership to
Teresa Lynn Allred on March 2, 2005 at a price of $1,500,000 or
$174,115 per acre. This transaction was recorded at the Bureau
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of Conveyances as Document No. 05-041718. Public records did
not indicate any other conveyance of this property within the three
years prior to this transaction.
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Table 3 -~ Land Transaction Adjustment Schedule (Before the Conservation Easement)

LAND TRANSACTIONS
SUBJECT No. 1 No. 2 No. 3 No.4
Tax Map Key (Div 2} 1-1-3-041 & 065 1-5-05-003 1-2-03-059 1-6-10-003 1-2-03-021
Street Address Keanae Road Hana Highway Ulaino Road Hana Highway Ulaino Road
Community Location Keanae Hana Nahiku Kipahuty Nahiku
Ocean Frontage Oceanfront, bisected Oceanfront Ocean Cliff Front Ocean Cliff Front Ocean Cliff Front
by Keanae Place
County Zoning Agriculture & Conservation Interim (Rural SLU) Ag & Conservation Ag & Conservation Ag & Conservation
Community Plan Agriculture Rural & Open Space Agriculture Agriculture Agriculture
land Tenure Fee Simple Fee Simple Fee Simple Fee Simple Fee Simple
Special Management Are Yes Yes Yes Yes Yes
Parcel Configuration Irregular Irregular Irregular Generally rectanguiar Irregular
Topography/Terrain Levelto gentle slope Levelto gentle slope Level to gentle slope Level to gentle slope Levelto gentle slope
Roadway Accessibility Adequate Adequate Inferior Adequate Inferior
Domestic Utilities Electricity & Water Electncity/No water Electricity/Private water No elec /Private water Electricity: Private water
Predominant Site Views Ocean/Mountain Ocean,/Mountain Ocean/Mountain Ocean/Mountain Ocean/ Mountain
FEMA Flood Status Zone X Zones X and VE Zones X and VE Zone X Zones X and VE
Site Encumbrances Roadway /landlocked parcels None noted None noted None noted None noted
Land Area in Acres 6.300 12.090 17.955 3.374 8.615
Date Recorded 1/21/10 2/2/06 1/17/06 3/2/05
Instrumental, Financing Deed / Cash Deed Deed Deed
Document Number LCD 3933567 06-021983 06-009376 05-041718
Grantor Stender & McGuire Bobbie Wesson, et al. Norman Bloke, et al. Mavi Dream Ltd Pinr
Grantee Yankovic Trust Bruce White Douglas McNish, et al. Teresa Lynn Allred
Transaction Price $1,390,000 $2,250,000 $1,550,000 $1,500,000
Financing/ Conditions of Sale Adjustment $0 S0 N $0
Adjusted Transaction Price $1,390,000 $2,250,000 $1,550,000 $1,500,000
Indicate dTransaction Price per Acre $114,971 $125,313 $459,395 $174,115
Market Conditions Adjustment {Time) 1.03 0.94 0.95 1.17
Market Conditions Adjusted Unit Price $118,420 $117,794 $5436,426 $203,714
ADJUSTMENTS
Location %a 0% 0% 0%
Zoning/Community Plan Designation -10% h 0% 0% 0%
Availability of Domestic Utilities 20% h 5% 10% 504
Roadway Accessibility %0 5% 0% 5%
Special Management Area 0% 0% 0% 0%
View Amenities 0% 0% 0% 0%
Flood Status 0% 0% 0% 0%
Site Encumbrances & Restrictions 0% 0% 0% 0%
Oceanfront Quality 2.5% 5% 5% 10%
Other Physical Characteristics -10% -10% -10% -10%
Net Adjustments 2.5% 5% 5% 10%
Adijusted Unit Price $121,381 $123,684 $458,247 $224,086
Size Adjustment 1.68 2.31 0.61 1.28
Final Size Adjusted Unit Price per Acre $203,920 $285,711 $279,531 $286,830
WEIGHTING FACTOR 10.00% 10.00% 40.00% 40.00%
Product $20,392 $28,571 $111,812 $114,732

Range of Adjusted Values:
Median Unit Value:

$203,920 - $286,830 per Acre
$282,621 per Acre
$263,998 per Acre

$275,507 per Acre

Mean Unit Valve:
Weighted Unit Value:

Estimated Value of the Land, Fee Simple: $275,507 per Acre

Indicated Site Value: 6.30 Ac x $275,507 = $1,735,696
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DISCUSSION AND CONCLUSION
OF FEE SIMPLE LAND VALUE

Financing

Time/Market Conditions

The appraiser has conducted a search for competitive vacant land
transactions that occurred relatively recently, occupy oceanfront or
near-oceanfront locations; are similarly zoned, and are situated in
the vicinity of the subject site.

As noted earlier in this report, the difficulty of this appraisal
assignment is rooted in the subject’s Hana location. The market
activity in Hana is very low. Consequently, there are very few
sales from which to choose, and of those few, most do not match up
well to the subject.

The subject’s unique characteristics also made comparable sale
selection difficult. These features include its size, at 6.3 acres; and,
its divided Agricultural and Conservation District zoning.

In the absence of comparable sales in the neighborhood,
conventional appraisal wisdom would typically require an
expansion of the geographic selection area. But, as discussed
earlier, there are no neighborhoods on Maui, or possibly in the
State of Hawaii, that could compare to Hana's real estate market.
Thus, with little or no current sales to work with, the Appraiser made
the decision to employ sales dating as far back as 2005.

None of the comparable sales employed are within the same size
range as the subject, but they are the smallest oceanfront land
transactions available in the Hana district since 2005. In the
Appraiser’s opinion, the four comparable transactions represent the
most competitive transactions in the market and are the most
appropriate value indicators for the subject.

After comparing these land transactions with the subject,
adjustments were applied to the sales prices for each of the
applicable categories (Refer to Table 3). These adjustments are
discussed in the paragraphs below.

No adjustments were required since purchase of all the comparable
Land Transactions were conducted with cash, or financing that is
considered to be conventional or typical of the market.

This category was considered in order to compensate for changes
in real property values over time, if any, in the subject's market
area. The transactions occurred between March 2005 and January
2010. The Appraiser has found evidence that the market for vacant
land in Hana appreciated at an average straight-line rate of
approximately 3 percent per month between 2000 and 2007 (See
Market Conditions Analysis Table A to follow).
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Since 2007, land sales in the Hana District have been scarce, but it
is obvious that the real estate market experienced a downward
trend. Lacking resale data, the Appraiser analyzed single-family
average monthly median prices for Maui County since 2007. The
use of average monthly median prices for vacant land was
considered; however, these numbers were determined to be
skewed by the lack of sales volume. For example, in December
2008 and January 2009 there were only two and three vacant
land sales, respectively, for the entire island. Since the Appraiser
has concluded that the Highest and Best Use of the property would
be for agricultural residential development, single-family
residential medians were analyzed. Monthly medians for single-
family residential property in Maui County averaged $627,887 in
2007, $574,760 in 2008, $498,708 in 2009, $462,821 in 2010,
$440,160 in 2011 and $471,925 in 2012. These figures provide
evidence of a decline for single-family residential real estate on
Maui from 2007 through 2011, with recovery in 2012. (See
Market Conditions Analysis Table B to follow).

In light of the aforementioned analysis, the Appraiser has applied
a positive adjustment of eight hundredths of one percent (0.08%)
per month for Land Transaction No. 1, from the time of its
conveyance through 2012. Land Transactions No. 2, No. 3 and No.
4 were subjected to a positive adjustment of three percent (3.0%)
per month from their transaction date to January 1, 2007. This was
followed by a negative adjustment of forty-one hundredths of one
percent (-0.41%) per month from January 1, 2007 through 2012.
This resulted in net adjustments of positive 3 percent for Land
Transaction No. 1, negative é percent for Land Transaction No. 2,
negative 5 percent for Land Transaction No. 3, and positive 17
percent for Land Transaction No. 4.

It is acknowledged that year-to-date monthly sale statistics indicate
an increased rate of single-family residential median price
recovery for Maui County, as a whole. However, there are still an
insufficient number of sales and statistical indicators in 2013 to
confirm this trend for the East Maui submarket. Thus, adjustments
for market conditions have not been applied past 2012.
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Market Condition Analysis Table A

2nd Division Size Original Subsequent Period Original Subsequent Percent Monthly
Tax Map Key (Acres) Sale Date Sale Date (Months) Price Price Appreciation Appreciation
1-2-01-004 63 06/27/00 05/31/05 57 $640,000 $1,260,000 96.88% 1.70%
1-2-03-019 57 03/21/02 12/31/03 21 $275,000 $400,000 45.45% 2.16%
1.3-03-042 658 06/15/04 04/19/06 22 $375,000  $580,000 54.67% 2.48%
1-3-05-034 7.36 03/15/00 12/30/04 57 $109,000 $275,000 152.29% 2.67%
1-3-09-026 4.32 04/01/04 11/22/06 31 $310,000 $495,000 59.68% 1.93%
1.3-09-034 484 10/10/04 05/11/07 31 $300,000  $650,000 116.67% 3.76%
1-3-04-001 7281 09/20/99 10/01/04 61 $580,000 $1,025,000 76.72% 1.26%
1-4-06-005 117 11/18/04 07/26/05 8 $175000  $230,000 31.43% 3.93%
1-4-11-011 29.55 06/28/01 12/10/07 78 $850,000 $1,999,999 135.29% 1.73%
1-4-11-040 10.3 10/17/03 03/13/06 29 $390,000 $765,000 96.15% 3.32%
1-4-11-015 11.57 08/05/03 10/25/06 38 $330,100 $850,000 157.50% 4.14%
1-4-14-034  0.2631 11/07/03 04/08/04 5 $133,500 $185,000 38.58% 7.72%
1-7-02-020 13.88 08/02/02 12/19/07 64 $225,000 $505,000 124.44% 1.94%
Monthly Appreciation
Range 1.26% - 7.72%
Mean 2.98%
Median 2.48%
Market Condition Analysis Table B
Avg. Monthily No. of Straight-Line
Single-Family % Months % Change
Year Median Change Period in Period per Month
2012 $471925
2011 $440,160 7% 2011-2012 12 0.60%
2010 $462,821 2% 2010-2012 24 0.08%
2009 $498,708 -5% 2009-2012 36 -0.15%
2008 $574,760 -18% 2008-2012 48 -0.37%
2007 $627,887 -25% 2007-2012 60 -0.41%
MAUI Range of Monthly Change -0.41% to 0.60%
COUNTY Median Value of Range -0.26%
Average Value of Range -0.21%
General Location The location adjustment considers the overall desirability of the

immediate neighborhood, proximity to complementary services and
vehicular traffic patterns. It also considers the overall desirability
of the site with respect to its highest and best use. The subject is
located on the Keanae Peninsula in the Hana region and each of
the comparable parcels occupies a location in the Hana region
which is considered to be similar. For this recson, no adjustment for
general location was warranted.

Zoning The zoning adjustment considers the potential higher uses of the
property with respect to current zoning classifications. The majority
of the site (6.12 acres) is zoned Agricultural District while the
oceanfront portion of the site (0.18 acre) is zoned Conservation.
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Availability of Utilities

Land Transactions No. 2, No. 3 and No. 4 have similar zoning,
where no adjustment could be justified.

Land Transaction No. 1 has Interim zoning, with Rural State Land
Use classification, in addition to Rural and Open Space community
plan designation. As such, the comparable has the potential to be
subdivided into 12 to 24 rural residential lots. However, this
superior characteristic is partially offset by the fact that the
property owner would first need to successfully obtain a change in
zoning from Interim District zoning to Rural District zoning. In
addition to the time needed to carry out this process, the developer
would incur additional costs and risk. Furthermore, it was confirmed
that the intent of the buyer was to leave the property undeveloped,
as they own the property on the opposite side of Hana Highway
and wish to retain their view plane. After consideration of all of
these factors, a tempered adjustment of negative 10 percent was
applied to Land Transaction No. 1.

This category addresses the availability of domestic utilities for the
subject and the comparable sales. The subject has both public
water and electricity available on site.

The ability to acquire public utilities is important in the timing of
future development. Properties in the greater Hana district are
known to rely upon photovoltaic technology or wind energy for
electrical power, and the use of streams or private wells as water
sources. While the presence of a public water meter on site is
typically viewed as a superior characteristic, not having one is a
common characteristic on large Hana properties. This problem has
been resolved by various methods: (1) constructing a water
catchment system to recycle Hana's abundant rainfall; (2) pumping
water from one of Hana’s many streams and running it to the site
and through a reverse osmosis system; (3) applying and waiting for
a County water meter; or (4) drilling a private well. The first two
would be suitable alternatives for a single-family dwelling, and the
last two would be the most satisfactory options for large tracts of
land. While the absence of on-site water would be considered a
more serious problem in other parts of Maui, this condition is more
acceptable in Hana due to alternate water sources and the rural
lifestyle and land uses in this community. As a result, many vacant
parcels are sold without this utility.

In arriving at an adjustment factor for this category, the Appraiser
considered the cost to construct and maintain private systems to
provide electrical power and/or water.

Land Transaction No. 1 has public electricity, but no water source.
A positive 20 percent adjustment was merited for this conveyance.
Land Transactions No. 2 and No. 4 have electricity and no public
water; however, they have private water sources to utilize. This
inferior characteristic warranted a positive 5 percent adjustment to
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Roadway Access

Special Management Area

View Amenities

Flood Status

Oceanfront Characteristics

each comparable.  Land Transaction No. 3 does not have
electricity, but does have private water available to it; hence, a
positive 10 percent adjustment was applied to this sale.

Vehicular access to the subject is provided by a paved asphalt
roadway and ingress and egress are not difficult. Vehicular access
to Land Transactions No. 2 and No. 4 is via a long access easement
through an adjacent property, which was deemed more difficult
and time consuming; hence, a positive 5 percent adjustment was
applied to these sales. No other adjustments were merited as the
remaining land transactions have roadway access considered to be
similar to the subject.

The subject and all of the comparable sales are located in the
Special Management Area (SMA) and are subject to their
restrictions and approval processes. No adjustments were required
of the comparable sales because, like the subject, they are
identically challenged by the SMA regulations.

The subject has panoramic views of the ocean as well as views of
the mountain range to the west. Each of the comparable sales
benefits from similar ocean and mountain views and no adjustments
were warranted.

This category considers the bearing of being in a federally
determined flood zone which requires flood insurance. The subject
is located in Flood Zone X. Zone X indicates areas outside of the
0.2 percent annual chance floodplain.

Land Transactions No. 1, No. 2 and No. 4 each have a primary
designation of Zone X with Zone VE present in a narrow fringe
along the rocky shoreline. The location of this inundation area does
not affect the value of the parcel as it is within the shoreline
setback area. As such, it would not require the purchase of
insurance nor limit the buildable area of the parcel. For this reason,
the flood designation of these comparable sales is considered
equal to the subject and no adjustments were merited. Like the
subject, Land Transaction No. 3 is situated solely in Zone X and no
adjustment was warranted.

This category addresses the relative desirability of ocean access
and beach frontage as opposed to cliff frontage. The subject was
once an oceanfront parcel, prior to the creation of Keanae Place,
which now bisects the property. However, traffic on this roadway is
sparse and does not significantly impact ocean accessibility or the
subject’s view plane.

Land Transaction No. 1 is an oceanfront parcel with primarily low
cliff frontage and some rocky beach access. As a whole, its
coastline was deemed slightly inferior to the subject, where «
positive 2.5 percent adjustment was made.
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Other Physical
Characteristics

Size Adjustment

Land Transactions No. 2 and No. 3 are also oceanfront parcels, but
do not possess ocean access, as they are set atop high cliffs. A
positive 5 percent adjustment was applied to each of these sales
for this inferior characteristic.

Land Transaction No. 4 lacks direct ocean frontage due to a
narrow strip of land situated between it and the ocean. This
narrow strip of land acts as a buffer from the ocean, but will also
preserve the view of this comparable sale because it is owned by
the State of Hawaii. Still, the oceanfront characteristics of this
parcel are observed to be inferior to the subject and a positive 10
percent adjustment was applied to it.

The physical characteristics adjustment considers the impact of
shape, topography and utility of the site with respect to
development potential. As mentioned earlier, the subject was once
a single parcel of land before Keanae Place was constructed and
effectively created an oceanfront remnant of the property. The
presence of the roadway has little effect on access to the ocean, as
the roadway is not highly traveled. However, the subject has three
land-locked parcels located within its boundaries, owned by the
State of Hawaii and East Maui Irrigation Company, et al. These
characteristics of the subject are frequently found on many
properties previously occupied by the ancient Hawaiians.
However, they are still observed to be limitations on the market
value of the subject, as they could potentially infringe on the
privacy of the subject. In addition, although ingress and egress to
these land-locked lots are currently provided by a verbal
agreement with the property owner, a formal access easement may
need to be created at some point in time. Finally, these parcels
may offect the subdivision of the site to a small degree. Based on
these factors, the comparable sales are considered to be superior,
with regard to physical characteristics. As a result, a negative 10
percent adjustment was applied to each land transaction.

The size factor typically reflects the contention that larger parcels
have lower unit values, and smaller parcels have higher unit values.
Larger parcels typically generate more risk with respect to
entitlement, construction and marketing; therefore, buyers of large
lots typically will pay lower unit prices than smaller lots.

Appropriate adjustments were applied to each of the land sales,
based on a statistical curve analysis. The respective sizes and unit
prices of the land sales were compared with one another in order
to arrive at a curve which best represents the correlation between
price and size in this market. This was accomplished by measuring
the relationship between the mean and standard deviation of the
comparables. In this case, the results of the analysis warranted the
use of a 57.5 percent curve. The size of each land transaction was
then judged against that of the subject, resulting in size adjustments
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of between negative 39 and positive 131 percent. The wide
disparity is not surprising, considering the lack of similarity among
the sizes of the comparable sales.

CONCLUSION OF FEE SIMPLE LAND VALUE

After careful consideration of the competitive parcels and
adjustments to reflect the differences in the properties, the
estimated value of the subject site was determined to be in the
range of $203,920 to $286,830 per acre. The comparable sales
were analyzed for their strengths and weaknesses attributed to
their use. A review of the gross adjustments indicated that Land
Transactions No. 3 and No. 4 required the least adjustments and,
thus, are most similar to the subject. As such, equal majority
relionce was placed on these sales. Equal minority weight was
assigned to Land Transactions No. 1 and No. 2. After consideration
of their comparative size, location, accessibility and visibility,
physical characteristics, and zoning, it was felt that the estimated
value of the site is fairly represented by $275,507 per acre and
for 6.3 acres; it is the Appraiser's opinion that the fee simple
market value of the subject site is $1,735,696. This figure is
utilized in the Cost Approach, and rounding is reserved as the final
calculation in this methodology.

Collateral Analysis 1

A $1,650,000 sale of an 18.968-acre oceanfront property in
Hana occurred in August 2013. Although the listing indicated that
the sale included a 1,200-square foot one-bedroom/one-bath
residence, public records recognize the structure as an open carport
and no building permits were shown in County of Maui online
records. The 2013 real property tax building assessment for the
structure is $10,600. Upon confirmation with the seller’s agent, it
was disclosed that the seller was in the process of adding an
additional bedroom and bathroom; however, would not divulge if
an appropriation of value was even considered for the unpermitted
improvements in this cash deal. When pressed as to why the
improvements were not pictured in the listing, the agent admitted
that most of the value is in the land.

Deduction of the $10,600 building assessment resulted in an
extracted land value of $1,639,400, or about $86,430 per acre.
When compared to the subject, this site has inferior zoning, utilities,
oceanfront quality, topography and is larger in size. However, it
lacks the subject’s landlocked parcels. After consideration of the
various factors, an extracted unit value for the land was estimated
at about $280,000 per acre.

Collateral Analysis 2

An active listing was uncovered for an oceanfront parcel in Hana.
The 3.817-acre site was made available for sale in August 2012,
with a current asking price of $899,000, or $235,525 per acre.
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When compared to the subject, this site has inferior utilities, flood
status and oceanfront quality. However, it lacks the subject’s
landlocked parcels, has superior zoning and is smaller in size. After
consideration of the various factors, an adijusted unit value for the
land was estimated at about $235,000 per acre.

The results of this collateral analysis indicate unit valves of
approximately $235,000 and $280,000 per acre. This range
brackets the subject’s unit value and provides additional support of
the Appraiser’s conclusion. A summary table with the collateral
analyses properties has been included as Exhibit H.

REPRODUCTION COST NEW OF IMPROVEMENTS:

ACCRUED DEPRECIATION:

In the construction of any project, the total cost of development can
be divided into two basic categories: (1) Direct or "hard” costs and
(2) Indirect or "soft" costs. Direct costs are expenditures for the
labor and materials needed to construct a new improvement,
including the contractor's overhead and profit. Indirect costs are
development expenses that are not included in the general
construction contract or land acquisition.

In this case, replacement cost information was gleaned from
Marshall Valuation Service (MVS), a national construction cost data
base. Direct construction costs were estimated to be $346,130,
which included site work (Refer to Table 4, Page 68). This figure
was compared against cost data from recently constructed
structures of similar quality. Based on this comparison, the
Appraiser’s estimated costs by MVS appear to be consistent with
the market.

Indirect “soft” construction costs totaled $10,000, which was limited
to permits and legal fees. Architectural, engineering, interim loan
interest and fees, as well as developer’s profit and overhead are
included in the costs data prepared by Marshall Valuation Services,
thus, are not calculated in the table. Replacement cost new of
improvements, including all development costs and developer's
profit were estimated to be $356,130.

Accrued depreciation, as defined by Real Estate Appraisal
Terminology, is the difference between reproduction cost new or
replacement cost new of the improvements and the present worth of
those improvements, both measured as of the date of the appraisal.

In measuring accrued depreciation, the appraiser is interested in
identifying and measuring the loss in utility experienced by the
subject structure in its present condition, as compared to the utility it
would have as a new improvement representing the highest and
best use of the site.
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Physical Deterioration

Functional Obsolescence

External Obsolescence

SUMMARY

The three components of accrued depreciation are:

Physical deterioration is defined as the loss in value due to the
general wear and tear arising from the improvement's age, use
and/or inadequate maintenance.

In this case, the improvements are estimated to have an effective
age of 25 years with a remaining economic life of 30 years,
assuming proper and timely maintenance. Deterioration, on a
straight-line basis, calculates to 45 percent, or $150,514.

Functional obsolescence reflects the loss in value brought about by
impairments to the property that are physical in nature, such as
poor layout or design. It also reflects the inability of the structure
to adequately perform the function for which it is currently
employed. In this case, the improvements were specifically
designed and suited for its intended use, and are fully functional
for residential use.

External obsolescence is the impairment of desirability of useful life
arising from factors external to the property, such as economic
forces or environmental changes which affect supply-demand
relationships in the market. The agricultural real estate market on
Maui has been declining but appears to be stabilizing, and the
subject's neighborhood consists of similar agricultural  uses.
Therefore, there appears to be no indication of economic
obsolescence in the subject property at this time.

In summary, only an adjustment for physical deterioration was
calculated in the amount of $150,514. No adjustments were made
for functional obsolescence or external obsolescence. Adding the
fee simple site value of $1,735,696 to the depreciated value of
the improvements, $205,616, resulted in the overall value of the
subject by the Cost Approach of $1,940,000 (rounded). The
details of the Cost Approach process are outlined in Table 4 on the
following page.
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VALUATION AFTER IMPOSITION OF THE CONSERVATION EASEMENT
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HIGHEST AND BEST USE

Highest and Best Use analysis applies to both the site as though
vacant and the property as currently improved. In highest and best
use analysis, the four criteria that the property must satisfy are:

(1 Physically possible uses;

(2) Legally permissible uses;
(3) Financially feasible uses; and
(4) Maximally productive use.

These criteria should be considered sequentially through an
examination of the physical and economic data reported in the
previous sections of this report.  Within the four categories
mentioned above, other considerations include: use must be legal
and in compliance with zoning and building requirements; use must
be within the realm of probability and not speculative or
conjectural; demand for such use must exist; use must be profitable;
use should provide the highest net return to the land; and the use
should produce the maximum return for the longest possible time.

Since the appraisal of the subject property is based on a particular
premise of use, the highest and best use analysis determines just
what this premise of use should be.

In this case, two assumptions must be given pertinent consideration
in the analysis of highest and best use.

3) The site as if vacant and available for development; and
4) The site as presently improved

THE PROPERTY AFTER ENCUMBRANCE
BY THE CONSERVATION EASEMENT

This assessment considers the highest and best use of the property
with the encumbrance and restrictions of the conservation easement.
As If Vacant

The first major aspect of the highest and best use analysis is
considering the property as if it were vacant and available for
development. This assumption is made to determine whether the
land alone is worth more than the existing property, as is. In other
words, this is the beginning benchmark to compare with the highest
and best use of the property, as is, to determine whether the site is
presently underutilized.
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Physically Possible Use

The physical aspects of the site impose the first constraint on any
possible use of the property. The Appraiser has not been provided
with soil or subsoil or other engineering studies to determine the
load-bearing capacity of the subject parcel. However, based on
our review of other properties in the immediate vicinity, the site is
presumed to have stable soil conditions upon which single-family
and farm structures could be built. Since taro farming requires
shallow ponds, the drainage and irrigation issues appear to be
controlled by the farmers through man-made channels connecting
the taro patches. Parcel 041 has a land area of 6.12 acres and is
located across Keanae Place from the ocean. Parcel 065 is
located on the ocean and has 0.18 acres of irregularly shaped
land. The 6.12-acre portion of the subject is irregularly shaped
and, as mentioned earlier, has three landlocked parcels located
within its boundaries. However, due to the large size of this parcel,
good utility to the land still remains.

Legally Permissible Use

The imposition of the Conservation Easement will, to a great
degree, remove all potential for economic use of the 6.3 acres of
land. The Grantor’s reserved uses of the land, together with the
prohibited uses as the Appraiser understands them to be, are
summarized below.

Grantor’s Reserved Uses

The Grantor, on the other hand, reserves for itself all rights
accruing from ownership of the Protected Property not
granted to the Grantee pursuant to the Easement. These
rights include the following:

p—

The right of privacy and quiet enjoyment

2. The right to permit or invite others to engage in any use
consistent with the easement.

3. The right to use the property for agricultural activities
consistent with law and the easement.

4. The right to undertake recreational activities provided
that such activities are conducted in a manner and
intensity that does not adversely impact the conservation
values of the property and the purpose of the
easement.

5. The right to construct and maintain fences within or
around the property, provided that their design and
location do not impair the conservation values of the
property or be contrary to the purpose of the easement.

6. The right to place signs on the protected property to

advertise for sale or rent or to state the conditions of

access to the property; provided that such signs do not
significantly degrade the conservation values of the
protected property.
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7. The right to undertake other activities necessary to
protect public health or safety on the protected
property.

8. The right to grant easements or dedicate areas to
governmental agencies as long as they are consistent
with the conservation values of the protected property.

Prohibited Uses and Activities

Any use of, or activity on, the protected property
inconsistent with the purpose of this easement is prohibited.
Such uses include the following:

a—

Subdivision or partitioning of the property

2. Transfers of individual parcels unless all such parcels are
transferred to the same transferee

3. The placement or construction of any permanent or

temporary non-agricultural buildings or improvements of

any kind, except as permitted by the Grantee upon a

finding it will not significantly diminish the conservation

values of the protected property or be inconsistent with

the purpose of this easement.

Alteration of the land.

Erosion or water pollution.

Alteration of water courses.

Total impervious surface area shall be no greater than

six percent (6%).

Waste disposal.

The above ground installation of new utility systems of

extensions of existing utility systems, including, without

limitation, water, sewer, power, fuel, and communication

lines and related facilities on the protected property.

10. The placement of commercial signs, billboards or other
advertising material except as provided for in the
easement.

11.The placement and use of any outdoor electric lights,
except as approved by the Grantee for agricultural
uses or to preserve or protect the conservation values of
the protected property.

12. Mining.

13.The introduction of nonnative plants and nonnative
invasive species except and approved by the Grantee.

14. The operation of off-road vehicles, except as necessary
for agricultural uses.

15. Commercial recreation is generally prohibited except as

permitted by the Grantee.

NOo L~

0 ©

Consequently, the spectrum of permitted uses after the imposition of
the Conservation Easement is extremely narrow and places a
significant limitation on the potential use of the property.

Financially Feasible & Maximally Productive Uses
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As Presently Improved

The test of financial feasibility involves an analysis of the likelihood
of the use producing an income, or return, greater than the
combined income needed to satisfy operating expenses, financial
expenses, and capital amortization. All uses that are expected to
produce a positive net income or rate of return are considered to
be financially feasible.

As mentioned above the Conservation Easement will essentially
remove all potential for economic uses of the property with the
exception of agricultural activities. Outside of agricultural uses, the
encumbered land will be used only to preserve, restore and
maintain existing natural attributes. These include scenic, open
space, shoreline access and non-commercial recreational features
of the property.

The demand for vacant lands for conservation use is existent, but
limited in its strength due to the heavy limitations on use, and strict
management by government agencies. Still, the subject’s
oceanfront location is a very lucrative one, and the Appraiser is of
the opinion that this parcel would be still be in demand if put on the
open market.

The highest and best use of the property as improved is determined
by analyzing the use that should be made of the property as it
exists. Consideration is given to whether the existing improvements
should be renovated, expanded, demolished, or replaced with a
use that is different in type and intensity.

The subject is located in a neighborhood with similar agricultural
and residential uses, and is in conformity with the immediate
environs. The neighborhood is located on the Keanae peninsula
and the neighborhood represents a traditional rural lifestyle that
has endured through the years. The planting and harvesting of
taro, a Hawaiian food staple, still plays a role in the day-to-day
activities of this community, even in this modern age of
mechanization. In this light, the sentiment in the greater Hana
region is to continue to maintain the rural lifestyle of the community.
Most new projects are not well-received, and there is no concerted
effort toward development due to the region’s remote location on
Mavi. There is one upscale, but low-density hotel in Hana; one
school; and one general store.

The subject is presently improved with a single-story, wood-frame
dwelling containing approximately 1,150 square feet of living
area and 801 square feet of porch area which conforms to the
Agricultural zoning ordinance.  The subject improvements are
considered to be of sound construction quality and in good overall
condition. Its layout and design are considered functional and
conducive to its existing uses. The subject’s improvements are
estimated to have an effective age of 25 years with a remaining
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economic life of approximately 30 years, assuming proper and
timely maintenance.

As the valuation section of this report will indicate, the present
improvements make a substantial contribution to the property in
excess of the value of the site. No alternative legal use could
economically justify removal of the existing improvements or
massive renovations, and the existing facility represents an optimum
use of the site at this time.

The purpose of the Conservation Easement is to preserve the
conservation values which include protection of the top priority soils
by substantially retaining its current open-space condition for
agricultural activities, subject to the express restrictions on such
agricultural activities set forth in the actual easement document.
Therefore, outside of approved agricultural activities, no other
economic uses appear to be viable.

In light of these factors, the highest and best use of the subject is to
(1) utilize the existing dwelling for a desirable oceanfront
residential purpose; (2) farm the land with a native crop such as
taro, which is currently grown in this community; and (3) preserve
and maintain the property’s current atiributes of open space, views
and other conservation values deemed svitable by the Grantee of
this easement.
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THE COST APPROACH

LAND VALUATION

As previously mentioned, the Keanae neighborhood, as well as
the greater Hana region, has very little real estate sales activity
when compared to other regions of Maui. The absence of sales
is due to the lack of demand in this highly remote location on
the island; furthermore, the subject is especially unique with its
oceanfront location, large acreage (for the area) and the
presence of a small house.

Due to the limited availability of comparable sales data, use of
the Sales Comparison Approach could not be supported and was
not employed. The Income Approach is not generally utilized in
the valuation of agricultural real estate like the subject because
they are not regarded as income-producing properties; hence,
this methodology was also ruled out.

It is the Appraiser’s opinion that the use of the Cost Approach
would be the most appropriate methodology in estimating the
market value of the subject. It is even more reliable because the
greatest value contribution to this property is provided by the
approximate six acres of oceanfront land.

The Cost Approach is based on the principal of substitution, which
holds that an informed purchaser would not pay more for a
property than the cost of acquiring another property having the
same utility. The rationale is that a prudent purchaser would not
pay more for a property than the cost of acquiring a similar site
and constructing improvements of equal design and utility.

The Cost Approach requires the estimation of three distinct
components:  the land as though vacant and available for
development to its highest and best use; the reproduction or
replacement cost of the improvements on the effective date of the
appraisal; and accrued depreciation in the improvements. The
accrued depreciation is deducted from the reproduction cost or
replacement cost of the improvements to derive an estimate of the
contributory value of the improvements. The depreciated
reproduction or replacement cost of the improvements is added to
the estimated land value yielding a value estimate of the property
by the Cost Approach.

The most commonly accepted approach for land valuation is the
direct comparison of the subject land with sales of other land
parcels in the market. When the availability of data permit its use,
this analytical method produces an indication of what the
purchaser-investor would most probably have to pay for the same
rights in existing substitute properties on the same market, as of the
effective date of the appraisal.
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Comparable Land
Transactions

The value of the subject parcel was derived from an analysis of
comparable sales in the general vicinity of the subject and their
location relative to the subject is shown on the Comparable Land
Sales Map in this section of the report. Becdause no two properties
are ever truly identical, the prices of the market indicators must be
reduced to various units of comparison to reflect the value of the
subject property. Typically, the variations in sales prices reflect
differences in size, location, zoning, time and terms of sale, and the
physical characteristics of the land.

The value indication is developed using a unit of comparison in
which the type of site being appraised is typically bought and sold
on the market. In this assignment, the price per acre of land is the
most appropriate unit of comparison. The land sales which have
been utilized as comparables in this valuation assignment are
summarized on the following pages.

Land Transaction No. 5

TMKs: () 1-6-03-003; 1-6-04-007, 008 & 010

This fee simple property is located on Hana Highway in the
Kipahulu community of the Hana District. It occupies an oceanfront
location with ocean access from a rocky shoreline. The 6.508-acre
site is zoned Conservation District and has an irregular shape. The
site possesses panoramic ocean and mountain views. Electricity is
available to the site and water is provided by a stream source and
an on-site storage tank. Vehicular ingress and egress is directly
from Hana Highway. According to the buyer’s agent, a
Conservation District Use Permit, allowing residential use on Parcel
003, was included with the sale.

This property was sold from Four Gossess LLC to Kamapuaa
Kipahulu LLC on August 18, 2011 at a price of $1,825,000 or
$280,424 per acre. This transaction was recorded in the Bureau of
Conveyances as Document No. 11-131565. The property was
previously conveyed in October 6, 2009 for $70,100 from Robert
Gillespie to PMB Mortgages LP and in April 2010 for $71,100
from PMB Mortgages LP to Four Gossess LLC. These conveycances
were deemed non-market transactions as they involved «
bankruptcy proceeding and subsequent bank sale. Public records
did not indicate any other conveyance of this property within the
three years prior to this transaction.
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Land Transaction No. 6

TMK: (I} 1-6-02-008

This fee simple property is located along Hana Highway in the
Kipahulu community of the Hana District. [t occupies an oceanfront
location with a cliff front with a small rocky beachfront along the
eastern portion of the site which allows access to the ocean. The
35.10-acre parcel is partially zoned Agricultural District with a
wide band of Conservation District classification along the coastline.
The conservation district subzone is designated ‘“Limited” by the
Department of Land and Natural Resources. The property has a
slightly irregular shape and a gradual topographical rise from the
ocean to the highway. Panoramic ocean and mountain views are
available from this site. Public utilities are not available to this site
although water is privately piped to the property to support cattle
grazing.

The subject’s oceanfront location affords it panoramic ocean and
mountain views. The vast majority of the property is situated in
Flood Zone X, an area of minimal flooding. A very small segment
at the oceanfront tip of the property is classified as Flood Zone
V23, an area of coastal flooding with wave action.

This property was sold from The Nature Conservancy to Sue L.
Wong on October 12, 2007 at a price of $3,600,000. This price
reflects an encumbered value of the property since a conservation
easement was placed on the property by The Nature Conservancy
prior to the sale. According to information provided by the seller,
this property was appraised as a fee simple estate for $4,780,000
at the time of sale. The property was also appraised with the
conservation easement in place for $3,600,000. The difference of
$1,180,000 was determined to be the value of the conservation
easement, by inference. Although this transaction did not appear
on Hawaii Information System, it was confirmed with seller, The
Nature Conservancy and the Maui Coastal Land Trust which will be
managing the conservation easement on this site. A 5-acre building
pad was reserved for the property owner in the Conservation
Easement Document. Public records did not indicate any other
conveyance of this property within the three years prior to this
transaction.

Land Transaction No. 7

TMK: (1) 1-2-01-026

This fee simple property is located on Nahiku Road in the Nahiku
community of the Hana District, about 10 miles from Hana Town. |t
occupies an oceanfront location with a very high cliff front and
ocean access is not available. The 0.84-acre site is zoned
Conservation District and has a generally rectangular shape. The
site possesses panoramic ocean and mountain views. Electricity is
available to the site. Vehicular ingress and egress is afforded by a
long access easement over another property from Hana Highway.
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This property was sold from Marie Youlin to Arthur & Mary Miller
on February 20, 2004 at a price of $239,900 or $285,595 per
acre. This transaction was recorded in the Bureau of Conveyances
as Document No. 04-035061. Public records did not indicate any
other conveyance of this property within the three years prior to
this transaction.

Land Transaction No. 8

TMK: (Il) 1-6-09-003

This fee simple property is located on Hana Highway in the
Kipahulu community of the Hana District. It occupies an oceanfront
location with ocean access from a rocky shoreline. The 3.177-acre
site is zoned Conservation District and has a generally rectangular
shape. The site possesses panoramic ocean and mountain views.
Electricity is available to the site. Vehicular ingress and egress is
directly from Hana Highway.

This property was sold from Michael Love to Theodore Firestone on
January 30, 2004 at a price of $800,000 or $251,810 per acre.
This transaction was recorded in the Bureau of Conveyances as
Document No. 04-020554.

Public records indicated several quiet title deeds over the years
involving Michael Love; however, there were no outright sales of
this property.
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Table 5 = Land Transaction Adjustment Schedule (After the Conservation Easement)

LAND TRANSACTIONS
SUBJECT No. 5 No. 6 No. 7 No. 8
Tax Map Key (Div 2) 1-1-3-041 & 065 1-6-03-003, various 1-6-09-008 1-2-01-026 1-6-09-003
Street Address Keanae Road Hana Highway Hana Highway Nohiku Road Hanao Highway
Community Location Keanae Kipahulu Kipahulu Nahiky Kipahulu
Ocean Frontage Oceanfront, bisected Oceanfront Oceanfront Ocean Cliff Front Oceanfront
by Keanae Place
County Zoning Agriculture & Conservation Conservation Ag & Conservation Conservation Conservation
Community Plan Agriculture & Conservation Conservation ag & Conservation Conservation Conservation
Ltand Tenure Fee Simple Fee Simple Fee Simple Fee Simple Fee Simple
Special Management Are Yes Yes Yes Yes Yes
Parcel Configuration Irregular Irregular Irregular Nearly rectangular Nearly rectangular
Topography/Terrain Level to gentle slope Level to gentle slope Level to gentle slope Level to gentle slope Level to gentle slope
Roadway Accessibility Adequote Adequate Adequate Inferior Adequate
Domestic Utilities Electricity & Water Elec avail/Stream No public utilities Elec avail./No water Elec avail/ No water
Predominant Site Views Ocean,;/ Mountain Ocean/Mountain Ocean/Mountain Ocean,/Mountain Ocean/ Mountain
FEMA Flood Status Zone X Zone X Zones X and VE Zones X and A Zone X
Site Encumbrances Land locked parcels/Consv. esmnt. | Access, utility /stream | Conservation easement None noted None noted
Land Area in Acres 6.300 6.508 35.100 0.84 6.908
Date Recorded 8/18/11 10/12,07 2/20/04 1/30/04
instrumental/Financing Deed Deed Deed Deed
Document Number 11131565 07-181525 04-035061 04-020554
Grantor Four Gosses LLC Nature Conservancy Marie Youlin Michael Love
Grantee Kamapuaa Kipahulu LLC Sue L. Wong Arthur & Mary Milier Theodore Firestone
Transaction Price $1,825,000 $3,600,000 $239,900 $800,000
Financing/ Conditions of Sale Adjustment SO $0 $0 $0
Adijusted Transaction Price $1,825,000 $3,600,000 $239,900 $800,000
IndicatedTransaction Price per Acre $280,424 $102,564 $285,595 $115,808
Market Conditions Adjustment (Time) 1.10 074 1.43 1.45
Market Conditions Adijusted Unit Price $308,467 $75,897 $408,401 $167,921
ADJUSTMENTS
Location 0% 0% 0% 0%
Zoning/ Community Plan Designation -20% 0% 0% 0%
Availability of Domestic Utilities 2.5% 10% 5% 5%
Roadway Accessibility 0% 0% 5% 0%
Special Management Area 0% 0% 0% 0y
View Amenities 0% 0% 0% 0%
Flood Status 0% 0% 10%0 0%
Site Encumbrances & Restrictions 0°% 0% 0% 0%
Conservation Easement Administration -5% 0% -5% -5%
Oceantront Quality 0% 0% 5% 0%
Other Physical Characteristics % -10% -10% -10%
Net Adjustments -22.5% 0% 10.0% -10.0%
Adijusted Unit Price $239,062 $75,897 $449,241 $151,129
Size Adjustment 1.02 2.22 0.39 1.04
Final Size Adjusted Unit Price per Acre $243,843 $168,492 $175,204 S$157,174
WEIGHTING FACTOR 40.00% 10.00% 20.00% 30.00%
Product $97,537 $16,849 $35,041 $47,152
Range of Adjusted Values: $157,174 - $243,843 per Acre
Median Unit Value: $171,848 per Acre
Mean Unit Valve: $186,178 per Acre
Weighted Unit Value: $196,579 per Acre
Estimated Value of the Land, Fee Simple: $196,579 per Acre
indicated Site Value: 6.30 Ac x $196,579 = $1,238,451
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DISCUSSION AND CONCLUSION

OF FEE SIMPLE LAND VALUE

Financing and
Conditions of Sale

Time/Market Conditions

The appraiser has conducted a search for competitive vacant land
transactions that occurred relatively recently, occupy oceanfront or
near-oceanfront locations; are similarly zoned, and are situated in
the vicinity of the subject site.

In light of the permitted and prohibited uses set forth by the
Conservation Easement, the Appraiser searched the land sales
having Conservation District zoning. Parcels zoned Conservation
District by the State of Hawaii are viewed as being highly
restrictive in their potential uses and, therefore, consistent with the
subject upon imposition of the easement.

As mentioned earlier, the purpose of the Conservation District
zoning ordinance is to conserve, protect and preserve the important
natural resources of the State through appropriote management
ond use to promote their long-term sustainability and the public,
health, safety and welfare. This district includes land that is
primarily park, watershed, floodplain (coastal and stream), wildlife
reserve, historic/scenic sites, mountains and offshore outlying
islands. It follows that uses are highly restrictive in this district and
all uses must be approved by the Board of Land and Natural
Resources on a case by case basis.

The availability of conservation-zoned lond sales is even more
limited than for agricultural-zoned sales. Such transactions are
highly infrequent due to their remote location and less significant
demand for such properties when compared to other communities
on Maui. The three land sales employed in this valuation have
Conservation District zoning; however, in order to find these types
of sales, the scope of the research went as far back as 2004. In
the Appraiser’s opinion, the three comparable sales represent the
most recent competitive transactions in the market and are the most
appropriate value indicators for the subject.

After comparing these lond transactions with the subject,
adjustments were applied to the sales prices for each of the
applicable categories (Refer to Table 5). These adjustments are
discussed in the paragraphs below.

No adjustments were required of these three sales since their
purchases were conducted with cash, or financing that is considered
to be conventional or typical of the market.

This category was considered in order to compensate for changes
in real property values over time, if any, in the subject's market
area. The transactions occurred between January 2004 and August
2011. As discussed earlier in the previous section, the Appraiser has
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General Location

found evidence that the market for vacant land in Hana
appreciated at an average straight-line rate of approximately 3
percent per month between 2000 and 2007.

Since 2007, land sales in the Hana District have been scarce, but it
is obvious that the real estate market experienced a downward
trend. Lacking resale data, the Appraiser analyzed single-family
average monthly median prices for Maui County since 2007. The
use of average monthly median prices for vacant land was
considered; however, these numbers were determined to be
skewed by the lack of sales volume. For example, in December
2008 and January 2009 there were only two and three vacant
land sales, respectively, for the entire island. Since the Appraiser
has concluded that the Highest and Best Use of the property would
be for agricultural residential development, single-family
residential medians were analyzed. Monthly medians for single-
family residential property in Maui County averaged $627,887 in
2007, $574,760 in 2008, $498,708 in 2009, $462,821 in 2010,
$440,160 in 2011 and $471,925 in 2012. These figures provide
evidence of a decline for single-family residential real estate on
Mavui from 2007 through 2011, with recovery in 2012. (See
Market Conditions Analysis Table B, Page 60).

In light of the aforementioned analysis, Land Transactions No. 7
and No. 8 were subjected to a positive adjustment of three percent
(3.0%) per month from their transaction date to January 1, 2007.
This was followed by a negative adjustment of forty-one
hundredths of one percent (-0.41%) per month from January 1,
2007 through 2012. Land Transaction No. 6 was negatively
adjusted by forty-one hundredths of one percent (-0.41%) per
month from its time of conveyance through 2012. Land Transaction
No. 5 was positively adjusted by six-tenths of one percent (0.60%)
per month from its time of conveyance through 2012. This resulted
in net adjustments of positive 10 percent for Land Transaction No.
5, negative 26 percent for Land Transaction No. 6, positive 43
percent for Land Transaction No. 7 and positive 45 percent for
Land Transaction No. 8.

As previously discussed, year-to-date monthly sale statistics indicate
an increased rate of single-family residential median price
recovery for Maui County, as a whole. However, there are still an
insufficient number of sales and statistical indicators in 2013 to
confirm this trend for the East Maui submarket. Thus, adjustments
for market conditions have not been applied past 2012.

The location adjustment considers the overall desirability of the
immediate neighborhood, proximity to complementary services and
vehicular traffic patterns. It also considers the overall desirability
of the site with respect to its highest and best use. The subject is
located on the Keanae Peninsula in the Hana region and each of
the comparable parcels occupies a location in the Hana region
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Zoning

Utilities

which is considered to be equal. For this reason, no adjustment for
general location was warranted.

The zoning adjustment considers the potential higher uses of the
property with respect to current zoning classifications. Land
Transaction No. 5 is zoned Conservation District, but sold with a
Conservation District Use Permit (CDUP MA-46) that allows the
construction of a single-family residence on Parcel 003. Given the
subject’s zoning and location within the Special Management Areq,
this was deemed to be a superior characteristic, warranting o
negative 20 percent adjustment. Land Transaction No. 6 was split
zoned Agriculture and Conservation, but a conservation easement
had been placed on the property by The Nature Conservancy,
prior to its sale. This easement is considered to have a similar
effect on the property as the subject’'s easement and no adjustment
was necessary. The remaining two comparable sales are zoned
Conservation District. This classification is considered to be highly
comparable to the permitted uses of the subject when encumbered
by the Conservation Easement.  With this in mind, it is the
Appraiser’s opinion that an adjustment for zoning is not required.

This category addresses the availability of domestic utilities for the
subject and the comparable sales. The subject has both water and
electricity available on site.

The ability to acquire public utilities is important in the timing of
future development. Properties in the greater Hana district are
known to rely upon photovoltaic technology or wind energy for
electrical power, and the use of streams or private wells as water
sources. While the presence of a public water meter on site is
typically viewed as a superior characteristic, not having one is o
common characteristic on large Hana properties. This problem has
been resolved by various methods: (1) constructing a water
catchment system to recycle Hana’s abundant rainfall; (2) pumping
water from one of Hana's many streams and running it to the site
and through a reverse osmosis system; (3) applying and waiting for
a County water meter; or (4) drilling a private well. The first two
would be suitable alternatives for a single-family dwelling, and the
last two would be the most satisfactory options for large tracts of
land. While the absence of on-site water would be considered a
more serious problem in other parts of Maui, this condition is more
acceptable in Hana due to alternate water sources and the rural
lifestyle and land uses in this community. As a result, many vacant
parcels are sold without this utility.

In arriving at an adjustment factor for this category, the Appraiser
considered the cost to construct and maintain private systems to
provide electrical power and/or water. At the same time,
however, the importance of having of public utilities was deemed to
be significantly less, because of the subject’s diminished
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Roadway Access

View Amenities

Flood Status

development potential once the conservation easement is put in
place.

Land Transaction No. 5 has electricity and a stream water source
with storage tank. This was considered to be slightly inferior to the
subject and a positive 2.5 percent adjustment was issued. Land
Transaction No. 6 has neither water nor electricity available and a
positive 10 percent adjustment was warranted. Land Transactions
No. 7 and No. 8 only have electricity available. To account for this
deficiency, positive 5 percent adjustments were applied to these
sales.

Vehicular access to the subject is provided by a paved asphalt
roadway and ingress and egress are not difficult. Vehicular access
to Land Transactions No. 5, No. 6 and No. 8 are also convenient,
since they are located on Hana Highway. As such, no adjustment
was necessary for these two sales. On the other hand, Land
Transaction No. 7 is situated far off Hana Highway in Nahiku.
Accessing the property is more difficult and time consuming; hence,
a positive 5 percent adjustment was applied to this sale.

The subject has panoramic views of the ocean as well as views of
the mountains range to the west. Each of the comparable sales
benefits from similar ocean and mountain views and no adjustments
were warranted.

This category considers the bearing of being in a federally
determined flood zone which requires flood insurance. The subject
is located in Flood Zone X. Zone X indicates areas outside of the
0.2 percent annual chance floodplain.

Land Transaction No. 6 is primarily designated Zone X with Zone
VE present in a narrow fringe along the rocky shoreline. The
location of this inundation area does not affect the value of the
parcel as it is within the shoreline setback area; as such it would not
require the purchase of insurance for improvements, nor limit the
buildable area of the parcel. For this reason, the flood designation
of this comparable sale is considered equal to the subject and no
adjustment was merited.

Land Transaction No. 7 has approximately half the land in Zone X
and the other half in Zone A. Zone A indicates special flood areas
subject to inundation by the 1 percent annual chance flood, no Base
Flood Elevation determined; flood insurance is required. To account
for this deficient flood classification, a positive 10 percent
adjustment was applied to this sale.

Like the subject, Land Transactions No. 5 and No. 8 are situated
solely in Zone X and no adjustments were warranted.
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Conservation Easement
Administration

Oceanfront Characteristics

Other Physical
Characteristics

This adjustment category addresses the additional administrative
work expected of the property owner after placing the
Conservation Easement on the property. The Landowner has the
right to control access and prevent trespass which will require much
attention. It is also the responsibility of the Landowner to control
noxious plants and pests, and maintain fences to protect the
habitat. Also, the Landowner is required to report any conditions or
events which may adversely affect the wetlands, wildlife and other
natural values of the easement area. These issues are viewed as
an undesirable feature from a market value perspective and a
negative 5 percent adjustment was made to Land Transactions No.
5, No. 7 and No. 8, which are not bound by this encumbrance.

Land Transaction No. 6 was sold with a Conservation Easement in
place; therefore the sales price is reflective of the additional
burden caused by this encumbrance. In this light, no adjustment was
considered.

This category addresses the relative desirability of ocean access
and beach frontage as opposed to cliff frontage. The subject was
once an oceanfront parcel, prior to the creation of Keanae Place,
which now bisects the property. However, traffic on this roadway is
sparse and does not significantly impact ocean accessibility or the
subject’s view plane.

Land Transactions No. 5, No 6 and No. 8 were deemed to have
characteristics similar to the subject and no adjustments were
necessary.

Land Transaction No. 7 is also an oceanfront parcel, but does not
possess ocean dccess, ds it is set atop a high cliff. A positive 5
percent adjustment was applied to this sale for this inferior
characteristic.

The physical characteristics adjustment considers the impact of
shape, topography and utility of the site with respect to
development potential. As mentioned earlier, the subject was once
a single parcel of land before Keanae Place was constructed and
effectively created an oceanfront remnant of the property. The
presence of the roadway has little effect on access to the ocean, as
the roadway is not highly traveled. However, the subject has three
land-locked parcels located within its boundaries, owned by the
State of Hawaii and East Maui Irrigation Company, et al. These
characteristics of the subject are observed to be limitations on the
market value of the subject, as they could potentially infringe on
the privacy of the subject. In addition, although ingress and egress
to these land-locked lots is currently provided by a verbal
agreement with the property owner, a formal access easement may
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Size Adjustment

need to be created at some point in time. Finally, these parcels
may affect the subdivision of the site to a small degree. Based on
these factors, Land Transactions No. 6, No. 7 and No. 8 are
considered to be superior, with regard to physical characteristics.
As a result, a negative 10 percent adjustment was applied to each
land transaction.

Land Transaction No. 5 surrounds a land-locked parcel owned by
the State of Hawaii. It is also encumbered by beach access and
utility easements. Overall, these factors were considered to be
similar to those affecting subject and no adjustment was made.

The size factor typically reflects the contention that larger parcels
have lower unit values, and smaller parcels have higher unit values.
Larger parcels typically generate more risk with respect to
entitlement, construction and marketing; therefore, buyers of large
lots typically will pay lower unit prices than smaller lots.

Appropriate adjustments were applied to each of the land sales,
based on a statistical curve analysis. The respective sizes and unit
prices of the land sales were compared with one another in order
to arrive at a curve which best represents the correlation between
price and size in this market. This was accomplished by measuring
the relationship between the mean and standard deviation of the
comparables. In this case, the results of the analysis warranted the
use of a 72.5 percent curve. The size of each land transaction was
then judged against that of the subject, resulting in size adjustments
of between negative 61 and positive 122 percent. The wide
disparity is not surprising, considering the lack of similarity among
the sizes of the comparable sales.

CONCLUSION OF FEE SIMPLE LAND VALUE

After careful consideration of the competitive parcels and
adjustments to reflect the differences in the properties, the
estimated value of the subject site was determined to be in the
range of $157,174 to $243,843 per acre. Land Transaction No. 5
was the most recent sale and closest in size, but was conveyed with
a permit that allows single-family use on a portion of the
consolidated property. Land Transaction No. 6 is the only sale of a
property with a conservation easement already in place. However,
it is significantly larger than the subject.  Meanwhile, Land
Transactions No. 7 and No. 8 are less recent sales that are much
closer in size than Land Transaction No. 6. In light of these factors
and their overall gross adjustment, primary weight of reliability
was issued to Land Transaction No. 5, while secondary weight was
given to Land Transaction No. 8. Land Transaction No. 7 received
tertiary weight and minimal weight was given to Land Transaction
No. 6. After consideration of their comparative size, location,
accessibility and visibility, physical characteristics, and zoning, it
was felt that the estimated value of the site is fairly represented by
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$196,579 per acre and for 6.3 acres; it is the Appraiser's opinion
that the fee simple market value of the subject site is $1,238,451.
This figure is utilized in the Cost Approach, and rounding is
reserved as the final calculation in this methodology.

REPRODUCTION COST NEW OF IMPROVEMENTS:

ACCRUED DEPRECIATION:

Physical Deterioration

In the construction of any project, the total cost of development can
be divided into two basic categories: (1) Direct or "hard" costs and
(2) Indirect or "soft” costs. Direct costs are expenditures for the
labor and materials needed to construct o new improvement,
including the contractor's overhead and profit. Indirect costs are
development expenses that are not included in the general
construction contract or land acquisition.

In this case, replacement cost information was gleaned from
Marshall Valuation Serv