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Chapter 1 

INTRODUCTION 

This report responds to House Resolution No. 16, H.D. 1, entitled "Requesting the 
Legislative Reference Bureau to Study the Feasibility of Establishing a Public "Warehouse 
District" for Businesses in Hawaii." The Resolution is set out in Appendix A. Concern in the 
industrial community over escalating warehouse costs and relocation of available warehouse 
sites caused the House of Representatives to adopt H.R. No. 16, H.D. 1. The study explores 
both the feasibility of establishing a "warehouse district" and other alternatives to assist in 
curtailing costs of essential goods and services vitai to Hawaii's economy. 

Purpose 

The purpose of the study is to determine the feasibility of establishing a "Warehouse 
District" for businesses in Hawaii. Additionally, the study also focuses on identifying other 
options, in the event the "Warehouse District" is not feasible or adequate to resolve the 
issues. The Resolution does not define the term "Warehouse District" and as a result, an 
ancillary purpose must include defining a "Warehouse District" including an examination of 
policy issues addressing the selection of a particular industry for this treatment. 

Scope of the Study 

The geographic scope of the study covers issues as they relate to the entire State, 
with a strong emphasis on the Honolulu area. The scope of the study was specifically 
expanded before final adoption by the Committee on Planning and Economic Development to 
include "looking for available federal land and exploring various means of acquiring the land 
including land swaps and  lease^."^ 

The theoretical scope of the study was limited to the issues surrounding establishing a 
"Warehouse District". Clarification of this term is required because the title of the Resolution 
refers to establishing a "public 'Warehouse District"'. In the warehousing industry, the term 
"public warehouse" refers to a particular type of warehouse. Public warehousing is an 
arrangement in which the title of the goods remains with the client and the owner of the public 
warehouse provides the storage facility, materials handling, labor and supervision, clerical 
and administrative support, and receiving, storage and shipping services. 2 By separating the 
word public and "Warehouse District" as is done in the title of the Resolution there is an 
implication that the title refers to a publicly, or state-owned and operated area of warehouses. 
Discussions with Chairperson Reb Bellinger of the Committee on Planning and Economic 
Development confirmed that the correct interpretation of the purpose and scope of the study 
did not include an analysis of a state-owned and operated area of warehouses.3 
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It should be noted that Senate Concurrent Resolution No. 55, S.D. 1,4 originated with 
very similar concerns as H.R. No. 16, H.D. 1, and contains similar themes. The main 
difference between the two is that S.C.R. No. 55, S.D. 1 ,  does address the concept of publicly 
owned and operated warehousing. A comprehensive examination of the topic from a variety 
of perspectives would most likely be achieved by reviewing both this report and the report 
generated as a result of S.C.R. No. 55, S.D. 1 ,  by the Department of Business, Economic 
Development and Tourism. 

Methodology 

The information for this report was gathered through a variety of techniques. Both 
private companies and public agencies provided insight into the intricacies of this local 
dilemma. Their assistance and expertise is noted throughout the report. Other information 
was gathered from standard sources. 

Chapter 2 provides a brief historical perspective of the industry and its significance to 
the State. It also discusses some of the elements that contributed to the current industrial 
market, and the future outlook for industrial real property throughout the State. Chapter 3 
explores what is meant by the term "warehouse district" and examines different legal 
frameworks that could be attached to those ideas. Chapter 3 also includes a discussion on 
the policy issues involved in providing a "warehouse district." Chapter 4 reviews possible 
sites for a "warehouse district" including identifying possible federal land available for 
exchange, purchase or lease. Chapter 4 also lists several alternatives in the event a 
"warehouse district" is not feasible. Chapter 5 contains the findings and recommendations of 
this study. 

Endnotes 

House Standing Committee Report No. 897-92 on H.R. No. 16. Sixteenth Legislature, 1992 Regular Session, 
State of Hawaii. 

Supermarket News. October 31, 1983. p. 201; see also Kenneth B. Ackerman, The Practical Handbook of 
Warehousing, 2nd ed. (Washington. D.C.: Traffic Service Corporation), 1986, page 15. 

Telephone interview with Reb Bellinger, Cnairperson, Committee on Planning and Economic Development, 
House of Representatives, August 6,  1992. 

Senate Concurrent Resolution No. 55, S.D. 1, Sixteenth Legislature, 1992 Regular Session, State of Hawaii. 



Chapter 2 

DEFINING THE PROBLEM 

This study focuses on one of the many costs of doing business in Hawaii, 
warehousing. The warehousing industry has been concerned about the increasing costs of 
efficiently located sites for warehouses with convenient access to ports, highways, and 
airports. There are several issues to be addressed when examining whether or not these 
concerns are of significance. This chapter reviews the industrial property situation on Oahu 
from its historical as well as current perspectives. There is a review of the available industrial 
lands throughout the State along with a discussion on how the locations of the existing 
available industrial land can affect the future costs of living caused by the receipt, storage, 
assembly, distribution and maintenance of essential goods and services by the industrial 
businesses of the community. 

Historical Overview of Industrial Land 

Warehousing can be traced back as far as primeval times, with evidence that the 
humans during those periods would store food to prepare for long winters or famine. The 
Bible tells the story of how Joseph saved his countrymen by storing grain during the seven 
years of plenty so that in the seven years of famine that followed, the Egyptians would have 
food to eat. As trade routes developed with transportation advances, the warehousing 
industry also developed. The busiest cities were those that were strategically located on 
trade routes. The merchants of Venice are considered to be the first warehousemen to use 
warehouse receipts as negotiable instruments.' The settlement of North America and the 
development of ocean commerce brought these ancient, still viable commercial concepts to 
the Pacific Basin and Hawaii as early as the sixteenth c e n t ~ r y . ~  It is widely accepted that it 
was not until the latter part of the eighteenth century that the Hawaiian islands became a 
regular supply and trading post for the whaling industry and other European commercial 
 trader^.^ 

The commercial aspect of Honolulu Harbor was the main reason that Honolulu 
became the Hawaiian Islands' capitol city.4 Previously, royalty resided in Lahaina, Maui, 
where most government meetings were held. Both Lahaina and Kealakekua Bay competed 
for the role as the major port in the early 1 8 0 0 ' ~ . ~  Hawaiians were hesitant to settle on the 
barren land surrounding the port of Honolulu but the increasing activity of Honolulu Harbor 
caused chiefs in council on the island of Hawaii to move the official residence of the royalty to 
Oahu in 1821 and ultimately declare Honolulu as the capital in 1850.6 While King 
Kamehameha I t  still preferred the beauty of Lahaina, the barren land around Honoluiu Harbor 
was ideal to develop the necessary industrial structures that would support the thriving 
commercial trade that continues today. 
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As the town of Honolulu grew from the edges of the Harbor, the lwilei, Downtown, and 
Kalihi Kai districts naturally became the sites of the industrial development. For example, in 
1921 the Theo H. Davies building was constructed in downtown Honolulu. The celebrated 
four-story ornate structure was described as a warehouseloffice b ~ i l d i n g . ~  The space where 
that building was built would be an indicator of the transition that the commercial and 
industrial business would undergo over the years. 

A former residential neighborhood underwent a transition in the 1950's and Kakaako 
started its reign as one of the premier industrial areas in Honolulu.~ About the same time the 
Mapunapuna industrial area was being developed. These two industrial areas were the focus 
of much of the industrial development post-World War il. Shortly thereafter, land developed 
on Oahu for industrial use declined from twenty percent of all land developed in the four year 
period of 1956-1960 to under ten percent over the three year period from 1961-1963.9 in 
1963, the Land Use Law was enacted and codified as Chapter 205, Hawaii Revised Statutes. 
Controlled development was now under the guidance of the state Land Use Commission. 
Industrial uses could be found only in urban designated areas. This was not a problem 
because in 1963 the downward turn in industrial development indicated little need for 
additional industrial acreage beyond that which was already designated.1° As land prices 
started to increase the cost of maintaining low capacity structures became more difficult. 
High rise commercial office towers started to emerge. In 1972, the Davies Pacific Center, a 
high rise commercial office tower replaced the four-story warehouse/office building built in 
1921." 

Recent Developments 

The 1980's saw dramatic increases in all land prices. House Resolution No. 16, 
H.D. 1, suggests that out-of-state buyers' desire for Honolulu real estate was one of the 
causes of that dramatic increase in land prices.*2 While a full analysis of this issue is beyond 
the scope of this study a dramatic increase in the flow of foreign investment into Hawaii does 
correspond with land price increases.13 In 1989 land prices in traditionally industrial areas 
were selling for $200 to $400 a square foot causing Steve Sofos, President of Sofos Realty to 
predict, "there is no way any ordinary businessman or supernatural businessman can 
survive."I4 Honolulu's warehouse vacancy rate was one percent in December 1989, with 
increased rental rates from sixty-five cents per square foot at the beginning of 1988 to one 
dollar per square foot in December 1989.15 Other sources claim industrial space leased for 
eighty-five cents to $1.50 per square foot in June of 1990.16 Comparable industrial space in 
Southern California was renting for thirty or forty cents per square foot.I7 

The current tight industrial market on Oahu can also be attributed to several 
development plans, particularly in the Kakaako Community Development District and the 
expansion of Honolulu International Airport towards Ualena Street. In compliance with the 
Honolulu Waterfront Master Plan, requirements for the integration of industrial and residential 
uses have been eliminated in the most recent Makai Area Plan of the Kakaako Community 
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Development District.18 Provisions for relocation of industrial uses that were to be integrated 
into the development are now being provided for at the Kapalama Military Reservation.19 The 
165 displaced business tenants on Ualena Street due to the expansion of the Airport will also 
be relocated to the Kapalama Military Reser~ation.~o lndustrial business owners realize that 
not all of the displaced tenants will be able to relocate to the Kapalama Military Reservation.21 
Relocation to more remote areas "is not sensible and would harm both the businesses and 
customers."22 Landlords realize this too. Many industrial leases are due for renegotiation in 
1992 and 1993 in the airport districts.23 Without viable alternatives in the form of convenient, 
affordable, industrial space, many industrial businesses may be forced to pass their increased 
costs on to consumers. This additional increase in the "price of paradise" to both residents 
and visitors, has the potential to sabotage the economy by driving more and more residents 
and visitors away from Hawaii in lieu of a more affordable environment. 

Current lndustrial Locations 

The State has not abandoned the industrial business industry. Each development plan 
that provides for a change in the use of the land that dislocates a business is required to 
provide relocation assistance.z4 Some of the relocation sites have been in remote areas from 
the current metropolitan markets reducing efficient and expeditious delivery of goods and 
services. For example, Campbell lndustrial Park in the Ewa district, is a developing industrial 
area that is projected to handle much of the industrial needs for Oahu through 2010.25 Most 
businesses recognize that the development of the Ewa district will one day sustain a 
warehouse location in that area but at this time the market will not bear a warehouse location 
in Ewa. The location of the warehouse must be determined by the market.26 

In addition to the relocation assistance provided by each development plan the 
Department of Business, Economic Development and Tourism published a Directory of 
lndustrial and Technology Parks 1991. The Directory lists twenty industrial parks or areas on 
Oahu, seven on Hawaii, four on Maui, and three on Kauai that would allow warehousing. The 
advertised prices for renting warehouse space per square foot per month range from $1.80 in 
Lahaina, to 55 cents per square foot in Campbell industrial Park in Ewa. Most rental 
agreements are "triple net" which requires the lessee to pay any increase in real property 
taxes or other assessments made upon the property during their occupancy. The total 
acreage for the listed industrial parks and areas on Oahu is 4,030 acres, 884 acres on Hawaii, 
296 acres on Maui, and 51.5 acres on Kauai. Although there are 4030 acres set aside for 
industrial uses on Oahu there is not an accurate figure about what percentage of that is 
actually used for warehousing. To get a "ballpark" figure the City and County of Honolulu 
assisted the Bureau by running a special computer printout listing of all the real property on 
Oahu that had a warehousing use category. Real property records show that 616 parcels 
covering 4715 acres on Oahu were being used for wareh0using.2~ Of the 616 parcels listed 
under warehouse use only 231 parcels were at least one acre. Of the parcels larger than one 
acre, 366.6 acres are located in the tax map key zone 1 which incorporates the area from 
Muuanu to Moanalua.28 The industrial parks and areas listed in the same tax map key zone 
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in the DBEDT Directory amounted to 2,158 acres. Comparing the two figures it could be 
interpreted that of the possible 2,158 acres of industrial use land, almost seventeen percent 
were registered as in use for warehousing. Commercial realtors estimate the current 
warehouse vacancy rate on Oahu including the Primary Urban Center29 and surrounding 
areas, at approximately 3.4 percent.30 This situation differs widely from the many other cities 
where waterfront development projects have been initiated where the national warehouse 
vacancy rate is 8.6 percent.3' 

Geography as a Pebble in the Shoe of Standard 
Warehousing and Industrial Area Theories 

The State of Hawaii has a unique geography. As obvious as this seems it appears that 
this fact is not always considered when applying standard theories. All over the country cities 
are developing their waterfront areas. Many of these areas are former industrial areas and 
have become blighted with many abandoned buildings. The redevelopment of these areas 
and the surrounding waterfront areas is renewing the activity in these previously deserted 
areas. The Connecticut General Assembly studied what type of agencies regulated the 
development and managing of waterfront land.32 That study examined five cities with 
waterfront facilities. The study found that San Diego was "faced with a deteriorating 
waterfront caused by the loss of cargo shipping."33 Tacoma, Washington, was "once a major 
commercial shipping port, [and now] contained many vacant parcels, abandoned buildings, 
and deteriorated industrial plants whose operations did not require waterfront sites."34 Inner 
Harbor, Baltimore had a "downtown office boom [that] created the critical mass of people 
essential for the harbor's rejuvenation."35 Laclede's Landing, St. Louis, "once a viable 
manufacturing and warehousing area on the Mississippi River..,was 75% vacant by 1974."36 
Freemason Harbor, Norfolk was a "25 acre, largely abandoned waterfront site."37 These were 
the beginnings of successful waterfront development projects that focused on luring new 
business into previously abandoned areas. This is not the case in Honolulu today. Hawaii's 
geography still depends on its shipping industry. Eighty percent of the goods used in Hawaii 
are imported. Ninety-eight percent of the those goods are shipped in through Honolulu 
Harbor.38 The surrounding areas are still thriving with business. The group of 165 
businesses soon to be displaced by the Airport expansion development generated $250 
million dollars in annual sales in 7989.39 Framed in these terms it is easier to understand the 
opposition that the industrial business is presenting. 

Future Predictions of lndustrial Area Requirements 

As part of a required land use boundary review an ancillary study produced the 
Industrial Area Requirements for each county in the years 1995-2010.~0 Copies of the tables 
setting forth this information are found in Appendix B. The predictions were based on 
employment per acre. The study projected that industrial use demands had a stronger 
relationship to land area rather than floor area as the commercial use needs were pro~ected.~' 
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The projections for transportation and warehousing used the ratio of six employees per acre 
while projections for general industrial and construction were ten and fifty-four employees per 
acre, respectively. It is obvious that the transportation and warehousing industry will never be 
able to compete with other industries in terms of return when land is scarce and there is a 
focus on the creation of jobs. This gives economic credibility to industrial sentiment that "the 
dull-but-essential needs of a working harbor ... can never hope to compete--for the public's 
attention, the Legislature's support or the planner's interest--with glitzy proposals to create 
condominiums and other 'people places' on prime waterfront real estate."42 

Projections of industrial area requirements for 1995 included an additional 11 1 acres in 
the Primary Urban Center, with 182 acres needed in 2000, 21 1 acres needed in 2005 and an 
239 acres needed in 2010. These projections calculate that in 1995 there will already be 
insufficient acreage of industrially zoned land in the Primary Urban Center. The County of 
Hawaii was the only county that did not project a deficit of industrial land by the year 2010. 
See the tables in Appendix C. These projections include all industrial needs not simply 
warehousing. Using the percentage developed earlier of seventeen percent of all industrial 
land used for warehousing it can be extrapolated to say that in the year 2000, working with a 
twenty-five percent flexibility factor, if there is a 77 acre industrial area deficit then that w~ l l  
mean a 13 to 32 acre deficit to the warehouse industry. 

Future Costs of Living 

The effects of these industrial conditions cannot be accurately predicted. There are 
not a lot of data to make exact calculations, not just in Hawaii but in the entire warehousing 
ind~st ry .~3 There are several scenarios that can be easily imagined. If rents continue to 
increase and businesses stay in high rent, convenient locations to the market, harbor and 
airport areas, they will have to raise their prices to consumers. These businesses may lose 
some customers due to the increase in price of their goods, eventually forcing the business to 
close or worse, into bankruptcy. If the businesses refuse to pay the high lease and choose to 
operate from a location that requires additional time, labor and fuel to transport the goods to 
the market then the business will still have to raise the prices of the goods to the consumer. 
As a result the businesses may lose customers and eventually close down or file bankruptcy. 
The consumer is left paying higher prices either way. This will encourage the consumer to go 
elsewhere, for residents that may mean moving to the mainland and for tourists, finding a 
more affordable place to vacation. 

These are grim scenarios and many may point out that a free market will bring about 
this kind of movement. Others will argue that it is a product of a lack of industrial 
Advocates encourage government intervention by nursing the industrial community back to 
health as it did when state and federal governments financed canals, turnpikes, railroads, 
nineteenth century agriculture, and the defense and aerospace industries after World War 

It is believed that this action may balance the recent poiitical policies that have 
supported only the capital investment side of industry during the pas: de~ade .~6  
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Summary 

Industrial land on Oahu is already scarce. Warehouse vacancy rates are 
approximately 3.4 percent. Current relocation designations for displaced business and new 
industrial developments are located in remote locations to harbors, airports and the markets 
the businesses serve causing inefficient delivery of goods and services to the consumer, and 
ultimately price increases. 

Predictions for all counties in the State except the County of Hawaii show a deficit in 
available industrial zoned land by the year 2010 and as early as 1995 for the Primary Urban 
Center on Oahu. The need to provide convenient, affordable warehousing is essential if 
businesses are to remain viable and consumer prices reasonable. 

Endnotes 

1. Kenneth B. Ackerman. The Practical Handbook of Warehousing, 2nd edition (Washington, D.C.: The Traffic 
Service Corporation, 1986). p. 4. 

2. Caroline Ralston, Grass Huts and Warehouses (Honolulu: The University Press of Hawaii, 1978). p. 4 

Ibid. 3. - 
4. E, p. 58 

5. E, pp. 50: 65. 

6. W, p. 58 

7. Downtown Planet, September 28, 1992, p. 9 

8. Hawaii, Departmem of Business and Economic Development and Tourism, Directory of Industrial and 
Technology Parks. 1991 (Honolulu: 1991). p.27. 

9. Louis A. Vargha, Urban Development on Oahu. 1962-1963, Land Study Bureau, University of Hawaii, p. 10 

10, Ibid. - 

I I. Downtown Planet, p. 9. 

12. See ninth WHEREAS paragraph, House Resolution No. 16, H.D. 1, Sixteenth Legislature. 1992 Regular 
Session, State of Hawaii. 

13. Hawaii, Trade and Industry Development Branch, Department of Business and Economic Development and 
Tourism, A Listing of Foreign Investments in Hawaii December 31, 1990 (Honolulu: May 1991), pp. 125-129. 
134-136. 

14. Steven Sofos. President of Sofos Realty, as quoted in Susan Essoyan. "A New Face For The Airport Area?". 
Hawaii lnuestot, Deceniber 1989, p. 35 



DEFINING THE PROBLEM 

16. Diana Lomont. "Loosening Up The Markets," Hawaii Investor, June 1990, p. 24 

18. Hawaii, Hawaii Community Development Authority, Makai Area Plan Kakaako Community Development 
District (Honoiuiu: 1990): p. 5. - 

20. Diana Lomont, "Making Room for Airport Expansion," Hawaii Investor, June 1990. p. 31; and Hawaii. Office 
of State Planning. State Land Use District Boundary Review Oahu (Honolulu: March 1992). p. 24 (hereafter 
"Lomont. "Making Room..."). 

21. Susan Hooper, "Harboring Resentment." Hawaii Business, June 1990. p. 41 

22. Hooper, quoting A. A. Clark, Chairman, Maritime Affairs Committee, Hawaii Chamber of Commerce, p. 41 

23. Lornont, "Making Room ..." p. 31 

24. Hawaii Rev. Stat., 9206E-10.5 

25. Hooper, p. 45. 

26. Ackerman, p. 17 and interview with Sam Slom, President. Small Business Hawaii. November 13. 1992 

27. Letter from Benjamin 13. Lee. Chief Planning Officer, Department of General Planning, City and County of 
Honoiuiu, September 4. 1992. to Samuei 8. K. Chang. Director, Legislative Reference Bureau. The letter 
made a disclaimer as to the accuracy of the information as it was obtained and updated on an irregular basis. 

28. Hawaii, Department of Planning and Economic Development, Inventory of Statelcity Owned Land on Oahu, 
Honolulu, p. 3. 

29. Hawaii's Thousand Friends and the League of Women Voters, A Citizens Guide to Oahu's Development 
Plans, Revised Edition, July 1984, p. 4, described the primary urban center as the area from WaialaelKahala - 
to Pearl City. 

30. Telephone interview with Dr. Michael Sklars, Director of Research. Locations, Inc., December 21, 1992. 

32, John Rapp, Waterfront Development, Connecticut General Assembiy, State of Connecticut, Office of 
Legislative Research, OLR Selected Report 86-87, November 14. 1986. 





Chapter 3 

WAREHOUSE DISTRICTS 

House Resolution No. 16, H.D. 1,  requests a study of the feasibility of establishing a 
"warehouse district." The Resolution does not define a "warehouse district." This chapter 
explores the various meanings a "warehouse district" can take on and discusses which 
meanings are more feasible in terms of state policy and law, 

"Warehouse District" 

A "warehouse district" on its face obviously refers to an area of warehouses. The 
benefits and responsibilities of this designation have not been stated. Before the 
determination of whether or not a warehouse district is feasible the parameters of the 
designation must be defined. The definition of the warehouse district may determine its 
feasibility. For the purposes of this study, different issues of defining a warehouse district are 
explored. Some of the issues examined in this section may co- exist, others are mutually 
exclusive. 

Several entities were asked to define the term warehouse district. The Industrial 
Business Association (hereafter "IBA") interprets the designation warehouse district as 
"protected industrial land."' The term "protected" is used in the sense that the land could not 
be re-zoned or condemned and that lease rents in the district could not be raised, or could not 
be raised unreasonably. This definition might be interpreted as a form of rent control. The 
Industrial Business Association is also concerned about the placement of a warehouse 
district. The IBA's opinion is that location of the district is equally important as its protected 
status. Summarizing, the IBA interprets "warehouse district" to be a protected area located 
conveniently to ports and airports. 

Small Business Hawaii was also contacted to comment on the concept of a 
"warehouse district". Small Business Hawaii believes that a "warehouse district" is not 
incompatible with other industrial uses and does not support selecting warehousing out for 
special treatment.' They do support making more land available that is zoned for light 
industrial or mixed commercial use. The iocation of the land should be determined by the 
market. Currently, the market is the metropolitan Honolulu area. In the future there will be a 
market on the Ewa side of Oahu when Kapolei is built but right now it is not a viable location 
for distribution purposes." 

The Chamber of Commerce of Hawaii did not respond to an inquiry on this matter 

The Construction Industry Legislative Organization, Inc. (hereafter "CILO") testified in 
support of House Resoiution No. 16, H.D. I ,  and stated in their testimony that "Hawaii's 
economy is dependent upon a viable warehousing and freighting industry that is in close 
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proximity to the Honolulu Harbor and Honolulu International A i r p ~ r t . " ~  The Legislative Liaison 
of ClLO commented that the construction industry is indirectly affected by the warehousing 
situation. Big general contractors usually have the bulk of materials shipped from the 
mainland directly to the construction site, but the majority of general contractors purchase 
materials from local distributors. The warehousing of these materials dramatically affects the 
price of the materials. High lease rents are passed on to the consumer through higher bids 
for construction work that have to incorporate the higher costs of materials.5 Height 
restrictions in building codes have limited the ability of warehousing operations to expand 
within the space available. ClLO believes that the warehousing problem could be solved if 
the Department of Land and Natural Resources resolved to designate more land in suitable 
locations for industrial park uses.6 Industrial parks are discussed in greater length below. 

Extensive searching in electronic databases, both business oriented and legal 
oriented, yielded only two references to a "warehouse district." Both of these articles 
discussed industrial area  development^.^ These sources indicated that a "warehouse district" 
is most likely an industrial area with a focus on convenient location to transportation for the 
distribution of products. Many manufacturing businesses locate their manufacturing plants 
and warehouse on the same parcel and as a result the term "warehouse district" that is used 
in this report often has a broader interpretation than strictly warehousing. 

Many of the articles reviewed concerning industrial areas discuss facilities with 
features such as access to rail transport and list financial benefits including income tax, sales 
tax, and property tax incentives. Other articles focus on capital expenditure issues for 
example, state and federally assisted compliance with environmental regulations. The most 
complete listing of these types of benefits can be found in an article published in the Journal 
of Corporation Law.8 

While no other state had any laws directly related to "warehouse districts" many states 
had some form of an industrial area development law expressed for example in terms of 
enterprise zones, development authorities, and industrial parks. Broadly defined, a 
"warehouse district" is an area that would provide a convenient location for warehousing 
along with some financial benefits in terms of reduced costs that would afford businesses in 
the district some type of protection from the vagaries of the international real estate market. 
With these ideas in mind an examination of the current laws follows to see how these issues 
fit in the current legal scheme. 

Legal issues 

This section discusses the different jurisdictions of the federal, state and county 
government related to the development of real property, then analyzes the different methods 
the State can take in developing a "warehouse district". 
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Jurisdictional Concerns 

The Land Use Commission is responsible for planning and designating the general use 
of land for the State of Hawaii.9 Within the boundaries of the four designated general uses, 
urban, agricultural, conservation and rural, set by the Land Use Commission it is the counties 
that decide what specific uses and regulations within those general uses that will be 
applied.Io The land use category that is relevant to the placement of warehouses is "urban". 
There are currently 93,600 acres on Oahu categorized as urban land use districts.11 The 
majority of this land is located around the shores of the Oahu. Most of the vacant and 
developable urban lands are in the Ewa, Central Oahu and Waianae areas.I2 The urban land 
use designation includes residential, commercial and industrial uses. It is the county land use 
zoning regulations that further limit the placement of warehouses within the urban districts. 
Warehouses are permittable uses in areas the that the City and County of Honolulu has zoned 
1-1 (limited industrial), 1-2 (intensive industrial), 1-3 (waterfront industrial) and IMX-1 (industrial- 
commercial mixed use district).'3 Each county has similar codes for these activities. The 
majority of locations that most warehousing businesses believe to be good locations are 
already zoned for warehousing activity. There does not appear to be an issue with county 
zoning ordinances. 

One area that used to be zoned for warehousing that is no longer zoned for 
warehousing is the Makai Area of the Kakaako Development District.'4 This area is under the 
jurisdiction of the Hawaii Community Development Authority.Is Rules adopted by the Hawaii 
Community Development Authority do not include any zoning provisions that allow 
warehousing.le Displaced businesses from this area are scheduled to be relocated to the 
Kapalama Military Reservation. Warehousing has been excluded from this development area 
by state action and not county zoning rules. 

The legal framework for a warehouse district can take several forms. Within the 
current law, a warehouse district can most likely fit into one of the following laws: 

(1) The Industrial Parks Law, sections 171-131 through 171-142, Hawaii Revised 
Statutes; 

(2) Hawaii Community Development Authority law, Chapter 206E, Hawaii Revised 
Statutes; or 

(3) State Enterprise Zone Law, Chapter 209E, Hawaii Revised Statutes 

Industrial Parks 

An industrial park is defined as an area of public lands which is designated an 
industrial park in accordance with the law." The law says it must be a contiguous zone of at 
least five acres that is suitable and economically feasible for industrial use.18 The particular 
area must be named in a resolution adopted by the board of land and natural resources and 
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approved by the Legislature by concurrent resolution or it can be designated by Iaw.l9 
Advantages of developing a warehouse district within the confines of the industrial park 
include the option of a joint venture with a private devel~per,~o a possibility of exemption from 
statutes, ordinances and charter provisions concerning the planning, construction and 
improvements of the park,21 and the access to any funds deposited in the industrial park 
special fund to be used towards the development of the park.22 There is statutory preference 
for small business occupants in industrial parks.23 The disadvantages are that the authority 
to pian, improve, develop, operate and maintain industrial parks is within the full jurisdiction of 
the board of land and natural resources.24 This is viewed as a disadvantage because under 
the authority of the board the pian for an industrial park may have a broader scope than 
simply warehouses as opposed to a private development that could restrict the use as it would 
like. There are also no guarantees about the price of lease rents. 

Hawaii Community Development Authority 

A warehouse district could be defined as a "commercial project" under the (HCDA) law 
meaning "a light industrial development, which includes a mixed use development where 
... light industrial features may be built into, adjacent lo, under or above residential un i t~ . "~S  
An immediate disadvantage of fitting the warehouse district into this framework is the 
requirement for residential units. If the intention is to develop an area that is exclusively 
industrial th~s  would not be appropriate. A plan that incorporated some type of residential unit 
would be viable. Rezoning for residential units in an industrial area would not be an issue as 
the HCDA has that authority by statute (as discussed in the Kakaako Development 
Community above). 

State Enterprise Zones 

A warehouse district could be fashioned within the framework of a state enterprise 
zone. The purpose of the law is "to stimulate business and industrial growth in areas which 
would result in neighborhood revitalization of those areas by means of regulatory flexibility 
and tax incentive~."~6 To be declared an enterprise zone a county has to submit an 
application to the Department of Business, Economic Development and Tourism (DBEDT), 
who reviews it and makes a recommendation to the Governor as to whether the enterprise 
zone should be decIared.Z7 The enterprise zone must be located within one or two United 
States census tracts and the character of the t:acts must meet at least one of the fallowing 
criteria: 

(1) Twenty-five percent or more of the popuiation shall have incomes below eighty 
percent of the median family income of the county, or 

(2) An unemployment rate 1.5 times the state average.28 
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This may be a difficult hurdle that will ultimately depend on the actual location of the 
warehouse district. Another hoop that businesses would have to jump through to enjoy the 
financial benefits is to be designated a "qualified businessW.29 The business must be actively 
engaged in business in the enterprise zone, with at least fifty percent of its gross receipts 
attributable to business conducted within the enterprise zone, increase the average number of 
employees by five percent annually with at least forty percent of those new employees prior to 
employment having an income of only eighty percent or less of the median income of the 
county, and increase the number of employees annually until at least forty percent of the 
employees were prior to employment earning only eighty percent or less of the median 
income in the county.30 

Qualifying for the benefits of the state enterprise zone is not easy, but well worth it if 
possible. The state exempts all qualified businesses who are engaged in the manufacture of 
tangible personal property, the wholesale sale of tangible personal property or the engaging in 
a service business or calling in the state enterprise zone from the general excise tax for seven 
years.3' There is also a credit against any other taxes equal to eighty percent of the tax due 
the first year, seventy percent in the second year and so on until twenty percent in the 
seventh year. 

In addition to these state incentives when the county applies for an enterprise zone 
designation it can include county incentives for qualified businesses that can include a 
laundry list of items for example, a reduction of permit fees, a reduction of real property taxes, 
and proposals for regulatory flexibility.32 The length of time that the enterprise zone is 
designated as such is part of the proposed plan and can vary from proposal to proposal. 

Reviewing the three legal frameworks discussed above, the industrial park has the 
fewest requirements with some flexibility concerning development but not many guarantees 
on costs in the future. The HCDA law requires residential units to be included in the 
warehouse district which would require the most expansion to the concept of a warehouse 
district. The enterprise zones, while requiring the most hoops to jump through have the 
potential to offer the most financial benefits. A jurisdictional problem with the enterprise zone 
as the law is currently written requires the cooperation of the county for the designation. 
None of the laws included have any specific guarantees regarding rental rates, although the 
laws did not specifically exclude those items and could be included in all programs. However, 
the spirit of the enterprise zone law is essentially one of promoting economic development in 
underdeveloped areas through financial incentives and deregulation. Rent control would be 
contrary to this spir~t and philosophy. Combining the industrial park law and the enterprise 
zone law, in effect creating an industrial park enterprise zone (IPEZ), may be an effective 
method to provide a warehouse district that provides both types of benefits in one location. 
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Policy Issues in Developing 
Exclusively "Warehouse Districts" 

The determination of the feasibility of establishing "warehouse districts" necessarily 
includes a determination of whether or not it would be good state policy to afford the 
warehousing industry special advantages that would not be extended to other industrial 
businesses. 

In Chapter 2 the historical growth of the warehouse industry was discussed. It is not 
the only industry with some historic significance to the State. There are some industries that 
have been assisted by both the state and the federal governments that have used their 
historic significance as a rationale. Those industries are the sugar and pineapple industries. 

The unique geography of the State is another consideration when developing the 
policy concerning the warehouse industry. The geographic isolation of the State warrants a 
certain amount of stockpiling in warehousing. An event that would cut off the import of goods 
for only a short time would be more than a minor disruption without adequate warehousing 
facilities. While recent global developments indicate that a politically motivated embargo is an 
unlikely event, and legal safeguards protect against labor strikes that crippled the Islands in 
the past, all events can not be predicted. 

House Resolution No. 16, H.D. 1, speaks about the essential goods and services for 
Hawaii. if the general warehousing industry does not warrant the State's adoption of special 
considerations then perhaps limiting the types of warehousing to those that do provide the 
essential goods and services that are the necessities of life, for example food and medicine, 
can be justified. Definitions of businesses in this capacity could be drawn by referring to tax 
law provisions exempting prescriptions and the like from the general excise tax and by 
referring to food items acceptable for purchase by food stamps. 

Opponents of these theories would point out that the warehousing industry can co- 
exist with other industries that are suffering from the same conditions as those in the 
warehousing industry. i f  financial relief or state assistance is to be granted in any form to the 
warehousing industry it should be granted to a broad base of businesses in the affected 
industrial areas. If special consideration is granted to the warehousing industry providing 
essential goods and services then the policy must extend to all businesses that provide 
essential goods and services. 

If the State accepts the policy that the warehousing industry should be offered special 
consideration then a new law written especially for warehouse districts may be more 
appropriate then massaging the warehouse district into the current appropriate legal 
frameworks. 
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Summary 

The areas that have the potential to be designated as "warehouse districts" are 
already properly zoned for that activity. In that regard there would be no jurisdictional issues. 

A warehouse district could be defined under several different legal frameworks 
including the Industrial Parks law, sections 171-131 through 171-142, Hawaii Revised 
Statutes, the Hawaii Community Development Authority law, Chapter 206E, Hawaii Revised 
Statutes, and the State Enterprise Zone law, Chapter 209E, Hawaii RevisedStatutes. Each of 
these legal frameworks has advantages and disadvantages. A combination of the first and 
the latte rmay provide for a warehouse district in the form of an industrial park enterprise zone 
(IPEZ). 

The State needs to determine if it would be good policy to pursue the concerns of the 
warehousing industry to the exclusion ot other industrial businesses. The historic significance 
and the geography of the State that imposes isolation planning were two issues discussed. 
Limiting the special treatment of only those warehouses that provide essential goods and 
services such as food and medicine was also presented. In the event the State adopts a 
policy providing for the special consideration of the warehousing industry then a new law 
addressing these special concerns may be more appropriate than using existing legal 
frameworks. 
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Chapter 4 

IDENTIFYING POSSIBLE LOCATIONS AND AL'IXRNATIVES 

This chapter explores possible locations for a warehouse district and the various 
means of acquiring the land. It also examines other remedies that might serve to address the 
issues in House Resolution No. 16, H .D. 1. 

Identifying Possible Locations 

House Resolution No. 16, H.D. 1, required that one of the elements used in 
determining possible locations for a warehouse district be efficiency to ports and markets.' 
This presumably means a location in the vicinity of both the port where the goods are 
received and the market that the business delivers them to. As discussed in Chapter 2, the 
current market for most businesses addressed by H.R. No. 16, H.D. 1, is the Primary Urban 
Center. Therefore the ideal location for the warehouse district that would be efficient to the 
market would be in the Primary Urban Center close to the harbor and airports. AS pointed out 
in Chapter 2, there is very little developable industrial zoned land in the Primary Urban 
Center. 

State Owned 

Within the Primary Urban Center only one state-owned parcel could be identified as a 
possible site for the warehouse district. The parcel is approximately twenty-six acres in size 
and located on Sand Island. This twenty-six-acre parcel is currently the subject of Executive 
Order No. 3556 (a copy of which is attached as Appendix D). The Executive Order is issued 
under the authority of section 171-11, Hawaii Revised Statutes, that allows the Governor to set 
aside any pubiic lands to any agency for public use. Executive Order No. 3556 authorizes the 
City and County of Honolulu to use the parcel for Honolulu Corporation Yard  purpose^.^ The 
City and County access to the Sand Island area is subject to the City and County's clearing of 
all buiidings and other facilities at its Kewaio Corporation Yard.3 The Legislature has the 
authority to disapprove Executive Order No. 3556 by a two-thirds vote of either the Senate or 
the House of Representatives or by a majority vote of both.4 This vote must take place in any 
regular or special session next foilowing the date of the Executive Order.5 The Executive 
Order was signed on June 17, 1992, so a proper vote of disapproval in the Regular Session of 
1993, would be necessary in order to make the parcel available for use as a warehouse 
district, barring any other plans that might exist for the parcel. If the Executive Order is 
disapproved, the City and County of Honolulu could relocate the Corporation Yard to land in 
Pearl City the City and County intends to purchase as described in a recent Honolulu Star 
Bulletin article.6 

The Sand lsland parcel seems ideal for the warehouse district also because it fits into 
the legal framework described in Chapter 3. in terms of the Industrial Park Law it is aiready 
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state-owned land, so no condemnation proceedings would be required to proceed with an 
industrial park. Additionally, the parcel is located in an appropriate industrial area. 

Examining the parcel from the perspective of having it declared a state enterprise 
zone, the parcel is compatible with the current requirements. The parcel is located in U.S. 
census tract 57. Relevant information concerning this tract includes income levels ranging 
from less than $5,000 to $150,000.7 The state enterprise zone requirement is that twenty-five 
percent of incomes in the targeted area must be below eighty percent of the median family 
income in the county. The median family income in the City and County of Honolulu is 
$45,313.8 Eighty percent of the median family income is $34,250. Twenty-eight percent of 
the median household income in U.S. census tract 57 is below $34,250.9 The 
unemployment rate for the employable population in U.S. tract 57 is sixteen percent.'O The 
requirement for the enterprise zone as set forth in section 209E-9(b)(2), Hawaii Revised 
Statutes, is 1.5 times the state average, which, at the time of the 1990 Census was 3.6 
percent." If the unemployment rate in the census tract has not decreased since 1990, the 
state average unemployment figores would have to exceed ten percent for the census tract to 
no longer meet the 1.5 figure. The parcel meets both requirements even though only one is 
necessary. 

Federal Land 

Determining the existence of available federally-owned land in the Primary Urban 
Center is a complicated task. This will not be the case for very long because the General 
Services Administration is in the process of collecting an inventory of federally-owned real 
property in the State of Hawaii. The inventory was conducted in two parts. The first part 
focused on land under the custody and accountability of federal civilian agencies (non-DOD). 
The second part inventories the Department of Defense (DOD) land. This inventory is still in 
draft stages and is scheduled for publication in February or March of 1993.12 The writer was 
allowed to review the draft of the first part of the inventory. One parcel that was of any size 
was identified. It is not located in the Primary Urban Center. 

The only parcel that was identified as available was a 37.762 acre parcel on the Waipio 
Peninsula.l3 The draft stated that a relocation of part of the Federal Communications 
Commission facilities may be needed to remedy technical electronic signal problems that 
developed between a privately owned local television station. Negotiations were underway 
between the General Services Administration and the State of Hawaii. The Office of State 
Planning is participating in those negotiations. No detailed information on the tax map key 
numbers were attainable so it was not possible to get enough specific information to apply the 
requirements of the legal frameworks to this area. 

The Waipio Peninsula land is not ceded land. This is of particular importance in the 
acquisition of the land. Ceded land is land that is subject to Public Law 88-233.14 A copy of 
P.L. 88-233, along with the legislative history is attached as Appendix E. Public Law 88-233 



IDENTIFYING POSSIBLE LOCATIONS AND ALTERNATIVES 

provides that any ceded land that is determined by General Services Administration to be 
surplus shall be conveyed without monetary consideration to the State of Hawaii and 
considered a part of the public trust.'" large parcel of land on Sand Island is ceded land 
that is currently under the control and accountability of the federal government. The Sand 
Island U.S. Coast Guard facility is located on 40.76 acres of ceded land, but this land will not 
be declared surplus by the Coast Guard.l6 The draft copy of the non-DOD inventory of land 
referring to the Sand Island U.S. Coast Guard facility stated:17 

All of the facilities are required to be located where they are to serve the public 
purpose. None occupy any more land area than absolutely necessary to 
accommodate each specific facility, together with access thereto. 

Private Land 

No specific parcels of privately-owned land were identified as potential locations for a 
warehouse district. Private land may be obtained by exchange, direct purchase or eminent 
domain proceedings and is authorized for the purposes of establishing an industrial park 
under section 171-139, Hawaii Revised Statutes, and for the purposes of community 
development under the HCDA in section 206E-4, Hawaii Revised Statutes. Acquisition of land 
is not an issue in establishing state enterprise zones, under Chapter 209E, Hawaii Revised 
Statutes. 

Alternatives 

If a warehouse district is not feasible because it is not within the legal framework, 
there are no available locations, or the State determines it is not good policy to exclude other 
industrial businesses there are alternatives the State can focus on to alleviate the tight 
industrial market in the Primary Urban Center. Some alternatives are set out below: 

1. Current law could be amended to allow for incompatible warehouse district issues 
to be incorporated into the law. The industrial park law could be modified to provide 
expanded financial benefits for lessees in an industrial park. Benefits might include 
guaranteed reasonable rents, exemption from or reduced general excise tax rates, and 
corporate income tax credits. The community development law could be modified to allow for 
industrial development without residential units therefore making it possible to have the HCDA 
focus development on exclusively industrial areas. The state enterprise zone law could be 
amended to provide that in addition to counties designating areas as enterprise zones, the 
legislature could designate enterprise zones too. The enterprise zone law could also be 
amended to relax the requirements of the character of the zones and for a "qualified 
business." The impact any of these programs or benefits could have on state revenues will 
vary in proportion to the generosity of those benefits. 

2. Development plans for the waterfront and airport expansion could be modified to 
incorporate more extensive, efficient warehouse facilities. Hong Kong has been cited as a 
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place that has extensive, efficient warehouse facilities along the waterfront.I8 These 
warehouses are several stories high and may provide an adequate amount of square feet 
required until there is market growth in areas of the island where warehouse space and 
affordable rents are more easily obtainable. The drawback is that these facilities are 
expensive and take time to build. This may not be compatible with the immediate needs of 
the industry. 

Along similar lines the Legislature could adopt a resolution requesting the City and 
County of Honolulu, and other counties, to adopt new ordinances that expand current building 
limits for warehousing that would allow the expansion of existing warehouses. 

3. If no efficient locations exist in the Primary Urban Center for a warehouse district, 
incentives could be offered to businesses who operate from other more remote locations. A 
more remote location would cause an increase in time, labor and fuel for delivery of goods to 
the Primary Urban Center. Income tax credits could be offered to industries who purchase 
new equipment for delivery and hire new employees for that purpose. Reduced rates for or 
exemption from the general excise tax could be offered to businesses who provide delivery 
services from the remotely iocated warehouse district provided that those delivery businesses 
offer similar rates to those offered in the Primary Urban Center. Again, the impact of any 
such benefits or incentives on state revenues will depend upon the generosity of the benefits 
or incentives given. 

4. The State could institute training and education programs for the industrial 
business community that focused on the elimination of the need for extensive warehousing by 
using kan ban Japanese techniques and advocating the moving of products rapidly from 
manufacturer to the customer. These theories are espoused in authoritative trade journals as 
the wave of the future.1g Kan ban translates to "just in time" and refers to the concept of the 
deployment of inventory on strict schedules that reduces the need for warehouse space.20 
This concept is being developed in conjunction with the expansion of air freight carriers.2' 
This concept may conflict with certain stockpiling issues related to the isolated geography of 
the State but may be compatible with future plans for the expanded air cargo facility at the 
airport, 

5. The focus of the import market could be shifted from sea to air by offering air 
cargo incentives. Since eighty percent the goods used in this State are imported22 and 
ninety-eight percent of those goods come by ~ h i p , ~ 3  there is potential for some visible 
movement of the market. With a new air cargo facility on the drawing board and some 
Honolulu pier space in the process of conversion to non-industrial uses with little room for 
additional piers, providing incentives to alternative sources of delivery may improve 
importation schedules that would allow the new reduced warehousing techniques discussed 
above in paragraph 4. 

This list of possible alternatives is suggested as means to provide immediate solutions 
in the event a warehousing district is not feasible for any number of reasons. Some 
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alternatives are more immediate than others. These alternatives may be combined or may be 
modified to meet the needs and concerns of the situation. 

Particularly in light of the State's financial situation, however, serious consideration 
must be given to any such benefits contemplated with respect to their likely impact upon state 
revenues. The fiscal implications of the myriad of possible benefits or incentives are beyond 
the scope of this study. 

Summary 

There is very little industrial land available in the Primary Urban Center where the 
need for the warehouse district is greatest and most appropriate at this time. One state- 
owned parcel was identified that could become available if the Legislature timely disapproves 
the Executive Order that authorized its encumbrance. An inventory of federal land in the 
State of Hawaii is due to be published in February or March of 1993. The non-Department of 
Defense portion of the land inventory indicated rhat the possibility of obtaining conveniently 
located ceded land from the federal government is not likely. There is a possibility of 
purchasing land outside of the Primary Urban Center on the Waipio Peninsula. The 
Department of Defense land inventory was not completed at the time of this report so no 
information is available. 

Alternatives to the warehouse district as described in this study included amendments 
to the existing law to incorporate incompatible issues. Offering incentives that would provide 
benefits to businesses who operate out of remote locations to the Primary Urban Center was 
also suggested in various forms. Finally, education and training programs were proposed to 
encourage alternate management :echniques that would require less warehousing space. 
Any benefit or incentive proposed, however, would have to be considered in light of its 
revenue implications for the State. 
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Chapter 5 

FINDINGS AND RECOMMENDATIONS 

Findings 

I .  There is a serious shortage of industrial land in the Primary Urban Center of Oahu 
that has existed for several years. Studies show that this situation is not likely to improve. 
The counties of Kauai and Maui show a deficit in the amount of industrial zoned land by the 
year 2000. The County of Hawaii is the only county that is predicted to have an adequate 
supply of industrial land in the year 2005. 

2. Development plans in Honolulu on the waterfront and around the airport have 
intensified the industrial land shortage in the Primary Urban Center on Oahu. Relocation of 
displaced businesses to outside the Primary Urban Center would be inefficient for delivery of 
goods and services to the markets. Remote locations to the markets wiii cause an increase in 
transportation expenses that will force the prices of goods and services to rise. 

3. Hawaii's unique geography and limited land area present dissimilar situations for 
purposes of making comparisons with mainland waterfront development programs structured 
to bring business into abandoned areas. To the contrary, Honolulu Harbor and its 
surrounding industrial land is like the heart of the State pumping blood through the State. 
The State's efforts to maximize the potential for this choice industrial land by building larger 
more efficient facilities will take many years. In today's tight economic market displaced 
businesses may not be able to endure the wait, 

4. Land owners renegotiating leases in this market have a dramatic advantage over 
their business tenants. Businesses in long-term leases with renegotiation dates occurring in 
1992 and 1993 may be subject to lease rents for the duration of the lease term that were 
unimaginable when entered into. These unpredictable costs could operate to make many 
businesses choose to shut down or be forced into bankruptcy. 

5. There is no standard definition of a "warehouse district." Extensive computer 
research yielded many casua! references to genera! vicinities that could be characterized as 
industrial. Two specific references to warehouse districts focused on local governments 
promoting specific locations that were in close proximity to a variety of transportation 
services. 

6 .  For the purposes of this study, the term "warehouse district" is defined as: 

(1) An industrial area; 

(2) Conveniently located to the transportation industry as well as to the markets for 
goods; 
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(3) Providing financial benefits that cause the reduction in the price of doing 
business; and 

(4) A place that is occupied by warehouses. 

7. There are existing state laws to provide an appropriate legal framework for 
meeting the criteria of the definition of warehouse district in paragraph 6. State enterprise 
zone laws offer financial benefits that cause the reduction in the price of doing business by 
providing income tax credits and general excise tax exemptions. The industrial park laws 
provide the state authority to acquire, if necessary, industrial land convenient to both markets 
and transportation services. The industrial park laws also provide assistance with the 
development and construction of an industrial park which is a place that is occupied by 
warehouses. 

8. Obtaining information on the status of state and federal land in Hawaii is a 
complicated task. The State has several different agencies that have authority over public 
lands including the Department of Land and Natural Resources, the Office of State Planning, 
the Department of Business, Economic Development and Tourism through the Hawaii 
Development Community Authority, and the Department of Transportation. While the 
Department of Land and Natural Resources keeps a computerized inventory of every single 
parcel of state land by tax map key number, the inventory is difficult for the general public to 
understand. 

The federal government is in the process of completing an inventory of all land in the 
State of Hawaii under the control and accountability of the United States. At this time only a 
partial draft of that report was available. A 37-acre parcel on the Waipio peninsula was the 
only property identified that would be available for acquisition. The balance of the inventory is 
due to be published in February or March of 1993. A complete and clearer picture of federal 
land that may be available should be available at that time. 

9. A 26-acre parcel on Sand Island was identified as a potential site for the 
warehouse district. This parcel is presently encumbered by Executive Order No. 3556 and 
scheduled to house the Honoiulu Corporation Yard. This parcel has been identified as a 
potential site because the Legislature can take direct action to make the land available for a 
warehouse district if it deems appropriate. The Executive Order would have to be 
disapproved by the Legislature during the 1993 session. If the Executive Order is timely 
disapproved then the parcel could be a potential site for a warehouse district. The Honolulu 
Corporation Yard presently located in Kewalo could, at least in theory, be moved to property 
in Pearl City recently purchased by the City and County of Honolulu from the United States 
Navy. 

10. The 26-acre parcel on Sand Island meets the criteria according to the 1990 
United States census to qualify as an enterprise zone under the state enterprise zone law. It 
is also an appropriate parcel far the development of an industrial park. 
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ii. The state enterprise law currently requires that county authorities designate the 
areas for application as enterprise zones. Without an amendment to this law the designation 
of an enterprise zone will require the cooperation of the county. 

12. The State needs to decide whether or not it is good public policy to provide 
assistance to the specific industry of warehousing or provide assistance to the industrial 
market on a narrower or broader scale. It is apparent that the warehousing enterprises in the 
Primary Urban Center need some assistance if they are to continue in their present form. 
Market forces alone do not appear likely to enable them to continue to operate in their 
existing locations. There are credible issues on both sides of the policy discussion. 

13. It is feasible to establish a warehouse district in the Primary Urban Center on the 
26-acre Sand Island parcel described in paragraph 9, provided that: (1) the 26-acre parcel 
becomes available by disapproval of Executive Order No. 3556; and (2) either the City and 
County of Honolulu designates the area as an enterprise zone or the enterprise zone law is 
amended to authorize the Legislature, in addition to the counties, to designate an enterprise 
zone. If the county chooses to participate in the enterprise zone the financial benefits to the 
businesses could include county-related incentives as well as those provided through the 
State. 

14. The costs and benefits of relocating the Corporation Yard to another location is 
beyond the scope of this study. Accordingly, it is impossible to state what course of action 
would be superior as between the present course of action (Corporation Yard at Sand Island) 
or taking affirmative steps for the specific benefit of the warehousing industry. 

Recommendations 

1.  A "warehouse district" as defined for this report could be feasible under current 
laws. By using both the industrial park laws and the enterprise zone laws, a hybrid industrial 
park-enterprise zone (IPEZ) could be established that would provide the elements of a 
warehouse district. Planning documents could establish the nature of the specific type of 
businesses allowed in an IPEZ. This legal framework would be appropriate for any or ail 
industrial businesses the State decided should be included. 

2. An amendment to the enterprise zone law, section 209E-4, Hawaii Revised 
Statutes, could be made to authorize for the Legislature to act unilaterally to designate an 
enterprise zone for any parcel that meets the criteria. The 26-acre parcel on Sand Island 
meets the criteria. 

3. The Legislature should determine the policy of any industrial park-enterprise zone 
that (IPEZ) would be created as described in paragraph 1. Policy considerations should 
include whether the IPEZ facilities should be offered exclusively for the warehousing industry 
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or if the scope should be more limited to only warehouses that provide essential goods and 
services or broader to incorporate all industrial business that otherwise qualify under the law. 

4. if the State determines that warehousing should be the only type of authorized 
qualified business for the IPEZ then the law establishing the industrial park-enterprise zone 
should clearly state this policy and provide a definition of warehousing. If the State 
determines that it is not good policy to provide special assistance exclusively to the 
warehousing industry then an IPEZ could still be established to include all types of industrial 
business including warehousing. 

5, The 26-acre parcel on Sand Island is the most desirable potentially available site 
but, if the 26-acre parcel does not become available, a warehouse district could still be 
established in other locations through the use of the industrial park and enterprise zone laws. 
The industrial park law provides for acquisition of real property through eminent domain 
proceedings, so that land that is not "available" but would be appropriate for an industrial 
park could be obtained from private holdings. Additional research would be required to 
determine what areas, other thaq Sand Island (outside United States census tract 57), would 
meet the criteria for the enterprise zone element of the hybrid approach. 

6. If the Legislature deems it appropriate to establish industrial parks, enterprise 
zones, or industrial park-enterprise zones to assist warehousing andlor other industrial 
businesses, the Department of Business, Economic Development and Tourism and the 
Department of Land and Natural Resources should be directed to review the pending 
inventory of federally owned and controlled land in the State of Hawaii as soon it is available 
to identify any other possible land that the United States Department of Defense may classify 
as surplus and available for purchase, trade or return depending the character of the land. 

7. The Department of Land and Natural Resources should be encouraged to simplify 
its method of inventorying and reporting the status of state land. The current method is 
cumbersome and difficult to interpret for both employees and laypersons. 

8. The Legislature should work with the City and County of Honolulu to locate an 
alternate site for the Honolulu Corporation Yard, if Executive Order No. 3556 is disapproved. 
Possible sites could be identified in the forthcoming federal land inventory or on property 
recently purchased by the County in Pearl City. 

9. The Legislature should resolve to suggest to the counties that the building codes 
and ordinances by modified to allow for more affordable expansion of existing warehouses. 
Modification of building codes to allow for more square footage per acre may provide a way 
for existing warehouses to find additional efficient space. 

10. Any proposal to establish some form of warehouse district must be considered 
not only in terms of the needs of and benefits to the warehousing industry, but also from the 
standpoint of the impact of the action on public revenues, and the reasons why a particular 
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benefit should be given to a particular segment of the business community when others are 
not similarly benefitted. 





Appendix A 

HOSE OF REPRESEMATNES 
SIXTEENTH L£G!SLATJRE. 19%? 
STATE OF HAWAII 

HOUSE RESOLUTION 

REGLT,S?ItGG THE LEGISLATIVE REFERENCE B-iiftEA'd TO STU3Y TIiE 
FEASISILITY OF ESTmLISHING A PUBLIC "WAREHOUSE DISTRICT" FOR 
SUSINESSES I N  HAWAII. 

WHEREAS, w h i l e  Hawaii  depends  upon t h e  impor t  of raw 
m a t e r i a l s ,  goods ,  and  s e r v i c e s  t o  p r o v i d e  f o r  t h e  needs  o f  t h e  
p e o p i e ,  many o f  the  b u s i n e s s e s  t h a t  o p e r a t e  i n  o u r  S t a t e  
- - p a r t i c u l a r l y  i n  Honolu lu- -genera te  much o f  t h e  goods and 
serv ;ces  t h a t  s u p p o r t  t h i s  c i t y ,  t h e  s t a t e w i d e  con-wmity, and  
S a w a l i ' s  v i t a l  economy; and  

WHEREAS, it i s  a  known f a c t  t h a t  b u s i n e s s  c o s t s  i n  Hawaii 
a r e  s i g n i f i c a n t l y  g r e a t e r  t h a n  i n  t h e  ma in land  U n i t e d  S t a t e s ,  
such  a s  worke r s '  compensa t ion  i n s u r a n c e ,  employment i n s u r a n c e ,  
med ica l  i n s u r a n c e ,  e n e r g y ,  t r a ~ s p o r t a t i o n ,  and  p a r t i c u l a r l y  
hous ing;  and  

WEEXAS, e x o r b i t a n t  p r o p e r t y  c o s t s  and t a x e s ,  l i n i t e d  l a n d  
s p a c e ,  and t h e  h i g h  c o s c  o f  l i v i n g  i n  Hawaii a l s o  c o n t r i b u t e  t o  
b . a s iness  c o s t s  i n  t h e  S t a t e ;  and  

WXEREAS, i n  t h e  p a s t ,  l o c a t i o n  o f  t h e s e  i n d u s t r i a l  s i t e s  
were s e l e c t e d  b e c a u s e  o f  t h e i r  c o n v e n i e n t  and e f f i c i e n t  a c c e s s  t o  
t h e  F o r t s ,  roadways,  and  skyways o f  t h e  s t a t e w i d e  and  
m e c r o p s l i t a c  marke t s ;  and  

WEEREAS, t h e  number o f  t h e s e  i d e a l l y - l o c a t e d  i n d u s t r i a l  
s i t e s  have been ,  and  c o n t i n u e  t o  be ,  v e r y  l h i t e d  t o  b u s i n e s s e s  
i n  Hawaii; a c d  

WEEREAS, moreover ,  these i n d u s t r i a l  s i tes c o e t m u e  t o  
d w m d l e  i n  number b e c a u s e  o f  l i m ~ t e d  l a n d  s p a c e  and  P.igS, r e n t a l  
c o s t s ;  and  

ir'HEREAS, f i n d i n g  a f f o r d a b l e  i n c k s t r i a l  r e n t a l  s p a c e  p u t s  
uzdne h a r d s h i p  and  s t r e s s  on b u s i n e s s e s  i n  t h e  S t a t e ;  and 

WEEREAS, t h e  r e p l a c e m e n t s  f o r  t h e s e  s i t e s  have been i n  
r ems te  a r e a s  t h a t  a r e  c o n s i d e r a b l y  d i s t a n c e d  from metropolitan 
marke t s  and  p o r t s ,  t h e r e b y  recbdcing e f f i c i e n t  and e x p e d i t i o u s  
d e l l v e r y  of goods and  s e r v i c e s  and  c a u s i n g  d e l i v e r y  c o s t s  o f  
t h e s e  goods and  s e r v i c e s  t o  i n c r e a s e  s i g n i f i c a n t l y ;  and 



H,R. NO, 1, 
H.D. 1 

WHEREAS, ou t -of -s ta te  d r iven  buyer demand f o r  r e a l  e s t a t e  
s ta tewide ,  e s p e c i a l l y  i n  Honolulu, has  caused an unprecedented 
and sudden i n c r e a s e  i n  p r i c e s  pa id  f o r  indus t r ia l ly -zoned  lands 
over t h e  p a s t  few years ;  and 

WIIEREAS, t h e  r i s e  i n  c o s t s  of t h e s e  i ndus t r i a l l y -zoned  si tes 
and proper ty  t a x e s  of bus inesses  a r e  of ten t imes  passed on t o  t h e  
consumer; and 

WHEREAS, oppor tun i ty  f o r  l o c a l  i n d u s t r i a l  bus inesses  t o  
r e t a i n  t h e i r  ope ra t ing  space i n  tae f u t u r e  i s  very  l i n i t e d  
because of t h e  s c a r c i t y  of a l t e r n a t i v e ,  cos t - e f f ec t ive ,  and 
e f f i c i e n t l y - l o c a t e d  s i tes  t o  r e l o c a t e  t o ;  now, t h e r e f o r e ,  

BE XT RESOLGD by t h e  House of Representa t ives  of t h e  
Sixzeenth L e g l s l a t u r e  of t h e  S t a t e  of Hawaii, Regnlar Session of 
1992, t h a t  t h e  L e g i s l a t i v e  Reference Bureau i s  reqdested t o  
condoct a s tudy  t o  determine t h e  f e a s i b i l i t y  of e s t a b l i s h i n g  a  
"Warehouse D i s t r i c t "  f o r  bus inesses  i n  Hawaii; and 

BE I T  FURTFXR RESOLVED t h a t  t h e  study inc lude ,  but  i s  not 
l i m i t e d  t o :  

(1) 

( 2 )  

( 3 )  

( 4 )  

(5) 

( 6 )  

and 

ml.6 33; 

Increased  space e f f e c t i v e n e s s  and a v a i l a b i l i t y  f o r  
i n d u s t r i a l  bus inesses ;  

Continued s i t e  e f f i c i e n c y  t o  p o r t s  and markets; 

Provis ion  of innovat ive  s i t e  arrangements t h a t  do not 
impose t h e  vaga r i e s  of t h e  i n t e r n a t i o n a l  r e a l  e s t a t e  
market on t h e  c o s t s  of e s s e n t i a l  goods and s e r v i c e s  on 
t h e  l o c a l  consumer; 

Future  "cos t s  of l i v i n g "  caused by t h e  r e c e i p t ,  
s t o rage ,  assembly, d i s t r i b u t i o n ,  and maintefiance of 
e s s e n t i a l  goods and s e r v i c e s  by t h e  i n d u s t r i a l  
bgs inesses  of t h e  community; and 

Other remedies t h a t  may inc lude  ex tens ions  of p o r t s  t o  
provide f o r  t h e  e s s e n t i a l  p rovis ion  of goods and 
s e r v i c e s  a t  econon.icai c o s t s  by q u a l i f i e d  and 
experienced i n c h s t r i a l  bus inesses ;  

Looking f o r  a v a i l a b l e  f e d e r a l  l and  and explor ing  
va r ious  means of acqu i r i cg  t h e  land,  inc iud ing  land 
swaps arid l e a s e s ;  



H.R. NO, 16 
H.D. 1 

BE IT FURTHER RESOLVED t h a t  t h e  L e g i s l a t i v e  Reference Bureau 
submit a  r e p o r t  of i t s  f ind ings  and recommendations t o ' t h e  
Leg i s l a tu re  a t  l e a s c  twenty days p r i o r  t o  t h e  convening of t h e  
1 9 9 3  Regular Session; and 

BE I T  FURTHER RESOLVED t h a t  c e r t i f i e d  copies  of t h i s  
Resolut ion be t r ansmi t t ed  t o  t h e  L e g i s l a t i v e  Reference Bureau; 
t h e  Department of Business,  Economic Development, and Tourism; 
t h e  Chamber of Commerce of Hawaii; and Small Business Hawaii. 
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199D 1995 XXX) 2005 2010 
INWSTFllAL INWSTRIAL ACRES INWSTRIAL ACRES INDUSTRIAL ACRES INDUSTRIAL ACRES 

EMPLOYMENT EMPLOYMENT NEEDED EMPLOYMENT NEEDED €MPLOYMENT NEEDED EMPLOYMENT NEEDED 
I1 21 31 31 

PVNA 
SWM HlLO 
NORTH HlLO 
HAMAKUA 
NORTH K W A U  
SOUTH K W A U  
NORTH KONA 
SWTH KONA 
KAU 

TOTAL 13.(KM 14.900 110 16.000 220 17.300 350 18,600 4Kl 
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SWTOTAL 10.113 7.767 2.350 977 488 408 2.341 480 l.O6t IWI 074 (388) 14.037 5.034 10.071 XS 10,074 I I l  I 
2% FLEXBILIN FAGTO 1.031) 122 120 211 M 2.510 12510) 

TOTAL ~O.IIS 9.ma 2.350 e n  s ~ o  400 2 . w  am I.WI aa i . t r s  ( ~ s s l  14.037 S.OY man rue 12.m s.r7o 

11 lihudes County-zoned agrkutlural, rural and unplanned dislricls. but excludes open zones. I 
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by v m r  of the nuthonq in me vemd by S d o n  171-11, Hawaii RNiYd Stuuta, 
md ever). a h c i  autbo"ry mc bertvnm aubling, do hereby order dut the public 
land heieiiufter d d b e d  be. and the ume ii, k e b y  set s i d e  for tk followrg 
public purpes :  

W R  EONOLVIJI CORPORATION YARD -SES, t o  
b. under t h e  con t ro l  and r a n n s u e n t  of the City md County 
of Honolulu, a municipal co+rat ion of t h e  S t i t .  of 
E w a i i ,  baing t h a t  parcel  of land s i t u s t *  a t  I lokau~a md 
Xaholalos, Sand Island. Bonolulu, Oahu, Eswaii, and 
identified a 1  "Eonolulu Corporation Yard,. c o n t s i n i w  an  
a rea  of 2 5 . a f S  a r r a s ,  nore o r  Illrr. SUBJLICT, BOYEVW. t o  
t h e  condi t ion  t h a t  vehicle  accems v i l l  n o t  b. Perx i t tod  
i n t o  and f m a  Sand Is land Parkway over  and acres. Cour**s 
1, 2 and 3 or t h e  above-dercribtd E m o l u l u  Corporation 
Yard: SUBIEC3, ?URTKEU, t o  t h e  to l lov ing :  

1 A n  . a sucn t  i n  favor  of th. Unitod states o r  
Antr ica f o r  t b r  twenty-four inch p r e s r u r s  sewer l i n e  
and any o ther  .xisting u t i l i t y  l i n e s  over ,  under and 
a c r o s s  the  Ibove-de.crib8d Eonolulu Corporation Yard 
appurtenant t o  the Xsmaining lands  owned by t h e  
United S t a t e s  of A m r r i u ,  RESERVING, BOYWW, unto  
M e  Stst .  of Bawaii, th* r i g h t  t o  r e l a a t e  md r-ov* 
anv and a l l  such t r i r t i n a  u t i l l t i r s  t o  nore 
co6vcnient o r  p r a c t i c a l  i o u t i o n r ;  and 

2. A ~ r p t u a l  non-erclusiv. '.war *asemant, Sand 
r r l a d  Out fa l l .  Parcel 1 i n  favor  o f  t h e  City m d  
county o r  ~ o n o l u l u i  md 

3 .  An w i g a t i o n  o s s u e n t  i n  a d d i t i o n  t o  rulu and 
r . g u l a t i o i u  a s  s e t  f o r t h  by the s t a t .  of Hawaii 
Impartment of T r a n w u r t a t i o n ,  A i r p e s t s  Division 
( r o r m r l y  known aa t h a  Eawaii A.ronrutiu coxmission), 

a l l  more p a r t i c u l a r l y  descrFb.d i n  a x h i b i t  *A* and 
de l inea ted  on M i b i t  -0 , .  both of which a r e  attached 
h e r e t o  and mad. p a r t s  bereof, s a i d  h i b i t s  t a i n q ,  
rospcc t iva ly ,  a survey d.scription and s w a y  aap  propared 
by t h e  Survey Division, I m p a r b e n t  of Accounting md 
General Serv ices ,  both being d s s i q n a t d  IS  C.S.?. Yo. 
2 1 , 4 7 9  and datod )(arch 20, 1991. 

SUBIECI, BMRVLX. UIlt t h o  C i t y  and County of  
H o n ~ l u I u .  S t a t 4  of Eawaii, .ha11 at its own Up.IU0 
dev*lep t h e  r u a i n i w  unf.v~loped a rea  of t h e  Sand I s a n d  
s t a t e  Park i n  accordance w i t h  t h e  ban4 I s l a n d  S ta t*  Park 
Waster Plan d r t d  Suns lo, 1973 concurrent  ritb th* 
dev. lommt of tha w corporat ion baaeyerd. 

SUgTEet. ALSO, M a t  tho C i t y  and C ~ u n t y  of 
Hanolulu, Stat. of Hawaii, sh.11 Conmult v i a  th* 
community, i n  p a r t i c u l a r ,  v i t b  t h e  K s l i b i - P a l m  C-unity 
Council,  i n  t h e  p l m i n g  and devdopmtnt  of t h o  r . u i n i n 9  
undeveloped a rea  of tho  bend Xsland S t a t e  Perk. 



SURTECP, ALSO, that in the event that the City 
and County of Honolulu, state of Hawaii, fails to demolish 
aiid clear all bvildinss and other facilities at Kavalo, 

areas to a condition satisfactoeand acceptable to the 
Department of Land and Natural Resources, State of Hawaii, 
within two (2) years from the date of issuance of this 
Executive Order, the premises described in Exhibit "A' and 
delineated on Exhibit *B" attached hereto shall revert to 
the Department of Land and Natural Resources,-state of 

SVRTECT, FLIRTHER, that upon canctllation of this 
executive order and/or in the event of non-use or 
ahrrdonment of the premises er any portion thereof for a 
continuous period of one (1) year, or upon abandonment of 
the premises for corporation yard purposes, the City and 
County of Honolulu. state of Hawaii, shall, within a 
reasohable time, restore the premises to a condition 
satlsfa~tory and acceptable to tha Department of Land and 
Natural Resources, State of Hawaii. 

SUBJECT, further, to disapproval by the 
Leqislature by two-thirds vote of either the Senate or the 
Hoke of ~eprbmtatives or by nsjority vote of both, in 
any rewlsr or special session next fellwing the date of 
this Executive Order. 

In l u n r u  . 4 m d  t have henunlo uc my hand 

and u u w d  ihc Gmn Seal of the Sutr d Hawaii lo be afimcd 
/?a ............................ Done ar rhc Gpirol ar Honolulu this day of 

............ %? .................... Nincttrn Hundred and 



STATE OF H A W A I I  
'"*"I* DtYI.l0* 

21,479 -. W ACSOU-WO AMD O = * I I * I  . I I Y b C I S  
<.. . ". MW." 

mrih 20, 1991 

Cmprising the fo1lmulg:- 

1. Port ion of the mmr Wauea ~ i s h e r y  mvered by t h e  
f 011wmg: 

A. JudgMent dated Ju ly  11, 1961, U v  w. 16.696 i n  favor 
of the s t a t e  of Hawaii and covered by WitclaUn Xed, 
P a z d  2: Hawaiian Dredging C-y, L-lied t o  the 
Terr i to ry  of Hawaii dated August 6, 1952 and r n a r d s d  i n  
t i h r  2613, pages 27-40 ( m d  Office CesJ 10605). 

B. Ram .C' of w i t c l a i m  W: united S ta tes  of m a r i a  
to  the s t a t e  of H a w t i  dated July 23, 1965 and r o w r M  
in t a r  5334, P a s  226 Udnd Office Xed 5-24133). 

3 .  Port ion of the land r e s t x e d  t o  the R r c i t m y  of Hawaii by 
Pres iden t ia l  Exepitivc a d e r  9752 b t e d  July 16, 1946. 

4 .  mc:!m of Parcel 1 of &::c!am Xed: L-xted S t a t u  of 
A V I L P I I ~  LO ma %a:. of Ha-aih a c e d  J J y  13, :965 &" 
recor&d ul L t a r  5334. Page 1 2 6  ( 2 n d  Offme Xed S-141331. 

Wgirntng a t  the m r t h m s t  wrnez of th ta  p r c e l  of land and 

on the s a r t h e r l y  side of -6 I s land  Parkny,  Me cmrdin@:es Of s a i d  

p i n t  of W i n n i n g  referred t o  C o v e r m n t  sirvey Tr tanquls t tm Sta t ion  

W.S.E. mrm USE. k i n g  2074.15 f e e t  w r t h  m d  4940.52 f e e t  w a r ,  

then- running by arinuCh8 wasu€d ~l&]C*Vim f r a n  XYC SOUth:- 

1. 341' 42' 73.60 f e e t  ilorq the c w t h e r l y  s i d e  of rand 
I s l m d  Pukuayi  

2. men- a l m g  t h ~  c w t h t r l y  st& of m d  Is land Parkway m a akrvc to 
the l e f t  with .a radius of 
6 2 . 0 7  f t h e  d IUiINth . ., . - 
and distance bcmg: 
301. 34' 804.51 fee t :  



62.45 feet dong the sar-hcrly st& of 
W d  Island Plrkwy;  

4. 261' 26' 30.00 feet along the swtherly st& of 
Smd Island Parkway; 

5. 4' 21' 30. 639.32 feet along Sand island 
~ m a ~ m :  plant stte:  

6. 334' 00' 10. 920.00 feet along Sand Islaqd w a g e  
meaunent plant s t tc :  

300.00 feet -dm Sand Island DM* 
m m m n t  plant s i t e ;  

8. 64. 00' 471.64 feet  along m d  Island State 
rsredtt0w.l u r n ,  w e i n o r ' s  
e x w t i v e  a d e r  2704; 

9. Thence a lmg sub3 island State Recieat\ond uea, Governcn's 
Exwt tve  order 2704 cn s a w e  t o  
the r l a t  wt-A a r a d w  of 200.00 
feet,  the chord .zmfh and 
d s t m c e  king: 
109' 00' 282.84 fee:; 

10. 154' 00' 2292.39 feet &long Sand Is lmd State 
R s r e a t ~ n ~ l  u-, Govermr'~ 
Exeative m a r  2704; 

11. 244' 00' 20. 217.98 feet along the r e m i n a r  of m d  
Island; 

12. mence along the raralnder of Smd Island on a prrvr t o  the ri$t wi-A 
a radlvs of 40.00 feet,  the chord 
~ u w t  and d i r tMm being: 
292' 51. 10. 60.24 fee: 
t o  the p i n t  of b q i m m g  and 
containing an m OF 25.878 a s .  

V&icle acceas into ~d fron md :&and Pukvay shall mt be 
prmt:& over and a c r a  Courses 1, 2 and 3 of the w v c 4 e s c r M  H m l u l i .  
corprarton rud .  

ScwKr, h-ver, t o  the foi lwing M a h m  on plan a:ts&& 
hereto ~d nude a PA?: hereof:- 

A. Wwmt in favor of United States of NQiiCa for the 
24-inch pressure sever l i n t  and m y  other exu t inq  u t i l i t y  

8. P e r p t W  mn-mclurivs EIwi E4smmt. SmAISlmId O j t f d l ,  
Parcel 1 tn favor of the City nd c m t y  of nonolulu. 
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Appendix E 

Dec. 23 LAND CONVEYANCE-RAWAII PL. a6-233 

LAKD COKVEYAKCE-HAWAII 

For Legidatiwe History of Acf;.ee p .  1362 

PUBLIC LAW 88-233; 77 STAT. 472 
IS. 22751 

~n A ~ Z  t o  revise the  iimcedures crtabliahtd by t h e  Hawal l  Statehood Act, 
Public Law 8+3, f a r  the  conveyance of c e n l , n  lands to the  State 
of ~ a r n i t .  r o d  for other  ouroarer. . .~~ 

Be i t  enacted by the Senate and House of Representatives of the United 
States of America i n  Congress assembled, That: 

( a )  ( i )  Whenever a f t e r  August  21, 1964, a n y  of t h e  public lands  
and other public property as defined in section 5 ( g )  of Public Law 
86-3 (73 Stat. 4, 6 ) ,  o r  a n y  lands acquired by the  Terri tory of Hawaii 
and i t s  subdivisions, which a r e  the property of t h e  United Sta tes  
pursuant to  section 5 ( c )  o r  become the  property of the  United Sta tes  
pursuant to section 5 ( d )  of Public Law 86-3, except the  lands ad- 
minjstered pursuant  t o  the Act of August  25. 1916 (39 Stat .  5351, a s  
amended, and ( i i )  whenever any of the lands of the  'Linited States 
on Sand Island, including the reef lands in connection therewith, in 
the city and county of Honolulu, a r e  determined to be surplus prop- 
erty by the  Administrator of General Services (hereinafter  referred 
to as  the "Administrator") with the  concurrence of the  head of the  
department or agency exercising administration or  control over such 
lnnds and property, they shall be conveyed to the  State of Hawaii  
by the Administrator subject  to the  prorisions of th is  Act. 

(b1 Such lands and property shall be conveyed n-ithout monetary 
consideration, but subject to such other terms a n d  conditions a s  the  
Administrator may prescribe: Provided, Thar, a s  a conditicn preced- 
ent  to the conveyance of such lands, the  Administrator shall require 
payment by the State of H a w i i  of the estimated f a i r  market value, 
as  determined by the  Administrator, of any buildings, structures,  a n d  
other improvements erected and made on such lands a f t e r  they were 
set  eside. In  the  event tha t  the State of Hawaii does a o t  agree to a n y  
payment prescribed by the  Administrator, he may remove, relocate, 
and othc-!wise dispose of any such buildings, structures,  and other 
irr.provements under other applicable laws, or  if the  Administrator 
determines tha t  they cannot be removed v;itho.ut silbstantial damage 
to them o r  the  lands containing them, he may dispose of tbem and 
the lands involved under other ap?licable laws, but, in such cases 
he shall pay to the  State of Han?.ii t ha t  portion of any proceeds f rom 
such disposal which he estimates to be equal to the  value of the  lands 
involved. Xoihing in th i s  scetion shall prevent the  disposal by t h e  
Adninis:rator under other applicable laws of the  lands subject to 
conveyance t o  the  State of Hawaii under th is  section if the Sta te  of 
Haaa i i  so chooses. 

Sec. 2. Any lands, property, improvements, 2nd proceeds con- 
veyed or  paid to the  State of Hawaii under section 1 of this Ac t  shall  
he considered a pa r t  of public t rus t  established by section 5 ( f )  of 
Pub!ic Law 86-3, and shall be subject to $he t e r n s  and conditions 
Of tha t  trust .  

A p ~ r o r e d  December 23, 1963. 



LEGISLATIVE H I S T O R Y  

The Department believes that  the proposed legislation is in the best In- 
terest  o: the banking industry and the Nation and urges its enactment. 
I t  nou ld  be appreciated if you would lay the dra f t  bill before the House. 
A similar proposed bill has been transmitted to  tbe  President of the Sen- 
ate .  

The Department bas been advised by the Bureau of the  Budget tha t  
there is no objection from the standpoint of the administration's program 
to the submission of this proposed iegislaiion to the Congress. 

Sincerely yours. 
D o r c u s  D n z o r .  

LAXD COhTEYAXC%HAWAII 
For t e r t  of Act see p. 51s 

S e n a t e  Repor t  KO. 6 i5 ,  Dec. 3 ,1963  [ T o  accompany  S .22 i51  

H o u s e  R e p o r t  h'o. 972, Dec. 4, 1963 [To a c c o m p a n y  H.R. S9i0] 

T h e  S e n a t e  bill was passed i n  l ieu of  t h e  H o u s e  bill. 
T h e  S e n a t e  R e p o r t  is s e t  out. 

S e n a t e  Repor t  KO. 6 i 5  

 HE Committee on Interior and Insular Affairs, to whom was referred 
the bill (5. 2275) to rerise the procedures established by the Hawaii State- 
hood Act, Public Law 86-3, for  the coxeyance of certain lands to the State 
o i  Hawaii, and for ot!>er purposes, having considered the same, report fa- 
~ o r a S i y  thereon without amendment and recommend that  the bill do pass. 

The comnittee held pub:ic hearings on S. 2275, and no objections were re- 
ceived. Conmittee action in orderin: the measure reported favorably was 
unazimous. 

K O  espenditure o i  pub!ic funds is invol\-ed in nor Contemplated by S.  2 5 5 ,  
T'ne bili has the bipartisan sponsorship of the two Senators from Hair.aii, 
Hon.  Daniel R. Inouye and Hon. Hiram L. Fong. 

P U R P O S E  O F  T H E  B I L L  

T h e  major purpose of S. 1275 is to provide a procedure for  the conveyance 
to the State of Hawaii of certain Federal lands a t  such time as those lands 
become surplus to the needs of the Federal Government. Inchded  a re  the 
lands ceded to the United States by the Republic o f  Hawaii a t  the time of  its 
annexation ir. 1898, lands exchanged for ceded lands, and lands of the Terri- 
tory of Hawaii which were set aside for Federal use when Hawaii became 
a State and which have conscqcently remained in Federal ownership. The 
provisions of the bill also app!) to any ceded lands which were controlled by, 
but no: set aside for,  the United States at the time of  statehood and which 
may, until Augdst 21; lW, be set aside for Federal use under t i e  provisions 
o f  zectior. 5 o i  the Hawaii Statehood Act. I n  addition, the bill provides a 
procedure fo r  the conveyance of surplus Federal lands on Sand Island, Hon- 
o ; d u  Harbor, the precise status of which is in some doubt. 

if S. 2273 is not ezacted, the above-described lands, which the Federal 
Gnrernmes! received by the voluntary cession and donation of the people o f  
Hz.,.:~i; and for  xhich it paid no compensation, woiild become su5ject to 
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disposal under the Federal property laws af ter  August 21, 1964, when they 
become surpius. Under the terms o i  the statehoe4 act, Hawaii would thus 
lose its long-reco&ed residilai interest in such lands, and the 60-year prac- 
tice o i  retumir.g such lands to Hawaii when they are no longer needed ~vould 
be terminated. Such a resuit woilld in efiect be a "reverse land grant" that 
w x l d  be highly ineq.;itab!e in view of  the history of the subject lands and 
the spirit and intent o i  the statehood act. 

T h e  bi!l would in no way affect iands acyaired by the United States in 
Hawaii by purchase o r  cor.demna:ion, nor  u-ould it provide ior the convey- 
azce of any na:icnal park lands. T h e  procedure involved also insures tha: 
tbe United States would receive ia ir  compensation for ar.y improvements it 
has made on the lands that might be conveyed to the State. 

BPICKGRO'UXD O F  LEGISL.4TION 

T h e  test  o f  S .  2275 was draited by the administration and sutmi:ted to the 
Congress by an executive communication, the text of which is st: forth in 
iuil belo\v. The situation it was designed to remedy grows out o: the pro- 
visions of section 5 of the statehood act, Public Law S&3 (73 Sta:. 4, 6). 
The sec:ion g:anted to the new State the titie o f  the United State%-- 

* * * to all thz public lands znd other puMic properry within 
the bou-daries c i  tk,e State of Hawaii ;  tit!€ to xvhich is held by the 
Vn:;ed States imnediateiy prior to its adn~issioa into the Union. 
The  g:m: hereby made sha:; be in lieu of any and ail grants prorid- 
ed for new States by pmrisions o f  tau. other than Cqis Act, and scch 
grants shali not extend to rhe State o f  Hawaii. 

Esce?tions to this g r m t  are found in subsecticns (c) a r d  (d)  of section 5 ,  
the tex: of nhic5 is set icrrh in full a t  the end of  this re7o;t. I n  s;lbsrar.ce, 
these escepriocs embrace iands nhlch on the date of Hawaii's admission as 
2 State, A u p s :  Zi ,  1959, had been set aside ior  use of a Federal agent)-, and 
lands cor.troiled on that date by the Federal Government pursuant to per- 
nisr icn ircm the territory. The latter may be set aside ior  Federal use 
un:i! A:>gilst 21, 19@. Subsection (e)  o i  sec:ion 5 p;ol.ides that within 5 
years i r o n  admission; each Federal agency shall report to the President as 

. . 
to its cont:r.-icg nerd for  such property under its jurisdiction, an?, if  the 
President determines the property is no locger needed, it shall be conveyed 
t o  the State. 

Hcnme:, no ;.ro;.isicn is made in the statehood act f o i  cozveyance o i  such 
property ~ r h i c h  becomes sur?lns to the needs o i  the Federal Gowrnmer.: 
aizer the termination of the 5-year period; that is, aitc: August 21, !%1. . . 
ALysez: tnis ?rcpcsed legis!a:ion, the State cou!d not c h a i n  ti::€ to such prop- 
erty, i\.iri certain x r y  linited exceptions, except through purchase a t  mar- 
ket value irom the Federal Governmen:. 

7- ~er:imuny a t  tke hezrirgs b y  the tsi.o Seila:ors i rcr '  Haivaij, both Hawaii 

Congrermen,  &ciais o i  the State, and otiicers o i  the Eureau cf the Budge: 
es:a'clished the fact that this deadline is unrealisric. As  stated, the subject 
iards  werc giver, to *.e t?r.itel Sta:es without ccs:, and the Federal Govern- 
ment has had the use of  them without compenszrion to the people of I i a n a i i  
ior  u p  to 00 years. 

HISTORY O F  L A l i D S  

T h e  Hzxai:an islands became a part o f  the i'nked States by the rol;intary 
action o i  its citizms, the then Repi;b:ic ccdisg sovereignty to the Cnited 
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States. By the h'e\vlands resolution of July 7, 1898 (KO. 55, 55th C0r.g-; 30 
Stat.  750) the United States accepted the cession, inciuding "the absolute 
fee and oxnership of all public, Government, o r  Crown lands * * *." 
The resolation of  annexation went on to  provide that- 

the existing laws of  the United States relative to pukdic lands shall 
not apply to  such lands in the Hawaiian Islands; but the Congress 
of the United States shall enact speciai laws f o r  their management 
a d  disposition: Provided, That all revenue i rom or proceeds of  the 
same: except a s  regards such part thereof as may be used or occu- 
pied ior ihe civil, military, or naval purposes of the United States, 
o r  may be a s s i ~ e d  for  the use of  the local government, shall be 
usel  so;cl,~ f o r  the benefit of the inhabitants o f  the Haivaiian Islands 
for cducationd and other public purposes (30 Stat. 750). 

Congress q.~ickly carried ou: the mandate of the 55th Congress x i t h  re- 
spec: to eilxtmg- zpccial laws for the management and disposition of the 
ceicd Il.r2s. The Haxai i  Organic Act o f  April 30: 1900, provided that: 

Cec. $1. Tha t  the pu'iiic property ceded and transferred to the 
Ciiitec! S:ates by :he R e p b i i c  of Hawaii under rhe joint resohtion 
of arnexation, a p p i c ~ e d  July seventh, eighteen hundred and nine:).- 
eigk:, shall be acd remain in the possession, use, and control of the 
goverr.r;.er.t o f  the Territory of  Haivaii, and shall be maintained, 
ma-aged, and cared for bl- it, at its own espense, until other.wise 
provided ior b? Cozgress, or taken for the uses and purposes o f  +be 
Ur.l:td States by direct:on of  the Presidcnt o r  o f  the goivernor of 
a .  And a!! ir;one:;s in the Hall-aiim treasury, and all the rev- 
enues and othrr  pro3ertF a c q ~ i r e d  by the Republic of Eiaivaii since 
said cession shall be al:d resail:  the property of the Territory of 
Hawaii. 

Thus it ~ i l i  be see;: that the ceded lands of Hawaii were, as held by the 
A::o;sey Genrral o f  the United S:ates (22 0p.Atry.Gen. 574), in fact a 
"spcciai trust;" the nzked title to them bei1:g heid by the Federal G o ~ ~ e i n -  
r e - t  for the benefit of the people o i  Ha.saii. 

The hcarings establis;ned the fact that there a re  some 410,000 acres of 
ceded lands to which title or use remains in the Federal Government. O i  
tkese, apgroximzteiy UQ,G30 acres are in national parks and such park lands 
are ir no Ira). afitcted by tkis proposed 1egisla:ion. They are and iril! re- 
r..:- fe< ,,.,, -e:aij? o:\-ned. 

Of the remaining 160.K0 acres, the reuphi? 6C.,WO acres xhick were set 
. . ario? a s  o f  t i c  date o i  statehood would be aKecred by this til!, i f  and as any 

p:t o i  this !and became sirpius i o  the Federa: needs. The ap~:psimateiy 
IZJ,@X acres presently under liccnse or permi: xsould be affected by this 
1egii:a:icr l i ,  pr im to  Augns: 21, 1964, z1i or any par: o f  them were ser aside 
in acccrdance wi:b secticn 5!d) o i  the statehood act. 

-. , i::)e a d  control o f  s ich lands will pass irom the Federa! Government 
to the Sta:e on]? \when and i i  they a re  declared surpius to  the necds of  the 
Federal Government. 

S A S D  I S L A S D  

5 a r d  Island c o ~ s l s t s  o f  aiprosim-te!y 550 acres of land in Honolulu E a r -  
bor, mcrt of which have bem created by natural and artificial accretion since 
an5esa:ion. About 125 of there acres xeve: ka.,e been claimed by the United 
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States and are now controlled by the Hawaiian Aeronautics Commission 
Another 232 acres were transierred to the then T e r r i t o v  o i  Hawaii purscant 
to  authority granted by the 85th Congress in 1958 (72 Stat. 850). About 
196 acres o i  land above XL-ater and 65 acres o f  submerged land are under the 
Department o i  the Army. I t  is these submerged lands to which the term 
"reef lands" is primarily applied in S. 2275. T h e  remaining 27 acres above 
water under Federal control constitute the Sand Is!and Coast Guard Base. 

The Coast Gcard bas a continuing requirement for this base and an addi- 
tional requirement fo r  about 19 acres of land in the mi!itary reserration. 
Xone of the lands needed by the Coast Guard would be siib.iect to  transier 
to  the Srate under the terms of this bill a s  they would not be surplus to  Fed- 
era? needs. However, the remaining area o i  the Army reservation is excess 
to  A m y  needs, and no other Federal need has developeb ior this area, nor to 
any other part o i  Sand Island nor its connected reef areas. 

An Attorney General's opinion o f  July 18, 19d0 (30 Op..Uty.Gen. 460j, 
relative to Sand Island, states that it appears probable that Executive Order 
To .  3258 of  Korember 21,1970, setting aside lands on Sand island and Quar- 
antine Island ior  military purposes- 

* * * n.as issued under the theory that the lands set aside by it  
were a part o i  the pubiic lands xvhich belonged to  the Hawaiian 
Gorernment and n-hich passed to the United States uzder the joint 
resolution of annexation * * *. 

\\"ile no authority fo r  action was cited in the 1 9 3  Esecutlre order, the 
.4ttomey G e n e ~ a l  stated that it is probable that section 91 of :he Hawaiian 
Organic Acr was the basis for actiur,. 

I i  it were certain tha; Sand Island does consist o i  ceded !and set aside ior  
Federal use, it \sould be possible to convey to the State that portion of the 
land which is no longer needed by the United States under section 5!e) o i  
the statehood act. 

T\so iac:ors, hoiverer, hare cast doubt on the legality o i  such a conrey- 
ance. First,  two private corporations claimed title to the Sand Island area 
a t  the rime of annexation as successor to t!e interests therein of the IVilliam 
S x n n e i  estate. The private ciains  to  the area were never recognized by the -. bnired States nor by the T e r r i t o q  o i  Hawaii, but were sett!ed in a c o n p o -  
mise agreement in 190?, wherein the corporatiozs quitclaimed their inte;es:s 
in the arca to the 'United States in return for receipt of a land patent irom 
the Territorid Governor confirming their title to the remainder o i  the Sum- 
n e r  estate, which was grazted by King Kamehameha I11 ior a iarm. 

Secnnd, a s  a result o i  dredging and f i i h g ,  as well as from natura! accre- 
tions, the fast land in the area has increased from less than 10 acres at the 
time of annexation to the present size o i  about 550 acres. 

? h e  iormer, now extinguished, private claim to the area casts some doubt 
o n  the iact that the Sand Isiazd was acquired as part of the cessias irom 
t h e  Republic o i  Ha:saii. Further, section 5!i) ci the starehood act, which 
a:plies the Submerged Lands Act of 1953 (67 Stat. 2%) to the Stzte o f  
Hawaii,  casts do& on the authority to convey filled lands to  Hawaii under 
secrion 5(e) o i  the statehood act. 

Because o i  those factors, the Department o f  Justice has concluded t i a t  
the remaining fi!lnd iand on Sand Islaed is not susceptible to conveyance 
t o  Hawaii as ceded land under section 5(e j  of the Statehood Act. This 
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same doubt resulted in the 2953 act to clarify the authority to  convey mother  
part of Sand Island. 

T h e  committee beiieres that any doubt a5 to  the s t a t x  o f  Sand Islaqd o r  
any of  its connected reef areas should be resoived in favor o f  the State o f  
Hawaii. Under the terms of  this biil the State o f  H a a a l i  wouid be able t o  
clarify and perfect its ciaim to any and all parts of Sand Island, and its con- 
nected ree i  areas, which a re  surpius to the Federal needs. 

E X E C U T I V E  CO31IIKNICATION 

T h e  executive communication from the Director of the Bureau of the 
Bsdge: t o  the Honorable Lyndon B. Johnson, then President of the Senate, 
transmitting the text of the proposed legislation that became 5. Zij, is set 
forth below: 

E m c r r n  OrrlCE OF TEE PRESIDETT, 
B r a r ~ n  o r  TXL B L n o n .  

Woshinglon, D. C., Oclolm 98. 1963. 
Hon. L r m o s  B. J o m s o ~ ,  
Prceiden: o f  the f ioiatp.  . . ~ ~ . ,  
Tnsh ing to ,~ ,  D. C. 

DEO. MR. PmmE\?: There is forwarded hereai th a draf t  of legislation 
to rer ise  the procedcres esraS1ished by the Haoiaii Statehood Act. Public 
Law 86-3, fo r  the conveyance of certain lands to  the  Slate  of Hawaii, 
e ~ d  f o r  other purposes. T h e  prcposai aou ld  proride an equitable means 
for erenti;aily returning to the State of H a r a i i  certain surplus Federal 
lands rrhich it  would othertiise be unable to receive because of the pro- 
~-isions 0: the Haaa i i  Statehood Act (Public Law 86-3; 7 3  Stat. 4 ) .  

r e  beliere tha t  Haxai i  has a unique claim on the lands an& property 
inrolred since the? n e r e  originally girea to the Cnited States by the 
Republic or the Territory of Hawaii. That claim and the special status 
of those lands and property hare been recognized by the United S:aIes 
fo r  man? years. In essence, the p:oposai aou ld  prox-ide for the eontinua- 
tion of a 60-year practice of returning lnose lands and propertF when 
ther  a e r e  no longer needed by the 'Cnited States. 

Ceded lands 
Section 1 of the  d ra f t  mainly concerns three types of land and property 

cm:rolled by the  Federal G o w n m e n t  in the State of Hawaii: ( 1 )  the 
public lands and public Propert? ceded to  the United States by the Re- 
public of Hanaii  under the joint resolution of annexation of J u l s  7 .  1898 
(30 Stat.  7 5 0 ) ;  ( 2 )  iands and properties acquired in exchange for such 
ceded lands and p:operties: and (3 ;  lands of the  Territory o! Hawaii 
and its s ~ b d i r i s i c o s .  Those lands and properties a e r e  all a t  one t i n e  
the put l ic  property of the people of H s a a i i  o r  were exchanged for  such 
l a d s  and properties. 

The huik of the  lands inr~oivrd, nh ich  a e r e  ceded a t  the time of an- 
nexaticli. h a x  a l w a ~ s  been treated differenti? than the other public lands 
of the Uni:ei: S:ates. History clearly indicates that  those lands were re- 
garded a s  having been he!d in a special t rust  s ta tus  by the Cnited States 
fo r  the benefit of the Hawaiian people. The resolution of annexation 
barred tl:e extension of Federal Public iand l a r s  to Hana i i  and provided 
tha t  the revenues from the ceded land, except for  those used by the Gniied 
States, a e r e  ro be used solely for the benefit of the inhabitants of Haaai i .  

Subsequently, the Congress prorided in section 91 of the  Hanai ian 
Orgai ic  Act of Apfil 30, 1906 (31 Stat. 141. 1551,  tha t  the ceded landa 
were to  remain in the "possession, use, and control of the  government of 
the  Territory of Haaai i ,  and shall be mainiained, managed, and cared for  
by i:, a t  i ts o a n  expense, until otherwise provided for  by the Congress, o r  
mkea for  the uses and purposes of the Cnired States by direction of t h e  



LAND CONVEYAXCG-HAKAII 

President or of the Governor of Hawaii.'' Provision was made in the  
same section for  the return to  Hawaii of ceded iands taken for  United 
States use and f o r  the actual transfer of title to  the Territorp in certain 
cases. The special t rust  s ta tus  of those lands was fur ther  made clear in 
tha t  there ass no provision for their sale  by the United States and in tha t  
en7  re'enues secured by the  United SL;rtes from the rental of those lands 
taken for  federa l  use had to be returned to  t h e  Territory. On the other 
hand, sale of ceded lands by the  Territory a a s  authorized. 

Duricg the almost 6 0  S e a n  t h a t  Hawaii remained a Territory of the 
Eoired States, the  President and the  Governor f r e ~ u e n t i y  set ceded lands 
aside for  the use of the United States. Lands were taken for military 
bases, the national park, lighthouses, and a variety of other purposes b>- 
Executive orders and proclamations. Prorision was also made, in section 
5 3 ( 9 j  of the organic act for the Governor to set  aside for Cniled States 
use orher iands belonging to the Territory of Hawaii. 

The Haaa i i  SLatehood Act (Public l a w  86-3; 7 3  Stat. 4 )  again recog- 
nized Haaai i ' s  Special claim to  the ceded land and, in section 5 j b j ,  pro- 
vided f o r  the granting to Hawaii of the  U. S. ti t le to ail such lands and 
iands acquired in exchange for ceded iands except insofar as they Kere 
set  aside for  U. S. use on the date  H a a a i i  bec-me a Slate. Section 5 ( e )  
of the  starehood act provides for a rex,iew of those lands ah ich  were set 
aside, as well a s  any lands of the Territory and its subdirisions r h i c h  a e r e  
set ad", during the 5 3-ezrs ending on Aug:lst 21, 1 9 6 4 .  Section 5 J e )  
authorizes the President to determine a b t t h e r  the set-aside iands are no 
l c n e r  needed b>- the Cnited States and to  convey to  the State those ~ h i c h  
a re  no: needed, 

Hon-erer, a f te r  the conclusion of the current  5-year review, i t  appears 
that  Hawaii nil1 no longer be entitled to  the return of the lands i t  originai- 
iy pare to the United States. Thus, absent new legisiatioc, the State of 
Hawaii a-ill be denied those lands to which the territory u s  entitled 
during its 6 0  Year3 of existence, and there r i l l  be a significant departure 
f r c m  the he:etofore accepted concept of the  special trust slatus of those 
lands. 

Section 1 of the draft legislation is intended to  correct this inequity and, 
in effect, to  provide a procedure whereby the ceded and other lands and 
properties s h i c h  a re  set aside may continue to  be returned to rhe Stale 
01 Haaai i  x'herever the). become ~ u r i i l u s  to  Federal needs. U'e believe 
such action is fu i i r  justified in keeping with the  manner in which the 
la3ds and Properties rrere acquired and the history of the special trust 
stbtus in which they hare been held. 

Section 1 of ihe d ra f t  aou ld  authorize the Administrator of General 
Services to determine a h e n  the iands and properties involved are sur-  
plus, thus terminaling, a t  the close of the 5-year period specified in the 
H a ~ ~ a i i  Statehood Act, the special Presidential review and providing for  
the processing of the iands inwired  in much the same manner a s  other 
Federal iands a re  processed f o r  disposal. The Administrator would be 
able lo  trznsfer such lancs among other Federai agencies when the)- be- 
c o n e  excess to the needs of the controllicg agencies and otherwise treat 
them in the same manner as other Federal iands until he determines them 
to  be surplus. 

While the lands would generally be returned to  the  State a i t h a t  
r;.cce:ars consideration. Eection 1 of t h e  draf t  does authorize the ~ d -  
mir.istrator to  make suck eonueyances subject to  an). terms and conditions 
he tiax prescribe. I t  is auticiaated tha t  t h a t  authority would be used 
p r i a i r i l y  to weser re  utility easements and to protect Federal interests 
in olber properties xhich it  retains. Provision is also E a d e  for safeguard- 
iua  the V. S. iniereszs in buildings, structures, and other improremenrs 
rrzde on the lands a k e r  they a e t e  set  aside. I n  the  event that  the surplus 
i m d s  coitain Such iiLprOYement~ which have an  estimable fair market 
value, under section 1 of the  draft.  the  Administrator must require tt.2 
6:r:e to  par such fair market  value betore the lznds a n d  impror-eaenis 
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a re  c o n ~ e c e d .  I n  t h e  e r e n t  t h e  S ta te  doe? no t  agree  t o  t h e  PaTmwt ,  t h e  
Administrator may remoce t h e  improrements  and dispose of them u n d e r  
o the r  appileable laws or ,  ff they cannot be removed without  substant ia l  
damage, h e  may dispose of both t h e  improvements and t h e  lands  involved 
under o the r  appiicable lairs. I n  t h e  la t ter  case, in  keeping a i t h  Hanai i ' s  
chi31 t o  t h e  land, t h e  Administrator a o u l d  be r e ~ u i r e d  t o  pay over to  t h e  
S ta te  t h a t  portion of an?  proceeds equal to  the  value o: t h e  lncd involved. 

There  would he one exception from t h e  lands  otherwise subject to con- 
veyance t o  H a u a i i  under  t h e  terms of t h e  d ra f t  legislation. Xo ceded Or 
o the r  i ands  administered pursuant  t o  t h e  a c t  of August 25. 1916,  pro'.iding 
f o r  national parks ,  Could be conveyed under  t h e  proposal. Tha t  exception 
a o a i d  be in  keepiog with  t h e  special s ta tus  accorded national park l ands  
by t h e  Congress in excluding them from t h e  current  5-year review of 
Federal  lands  in  H a n a i i  and  in keeping x i t h  t h e  Congress long-established 
practice of disposing of park lands  by special congressional action. 

At  present,  about  410,000 acres  under Federal  control in Harraii  con- 
sist  of set-aside ceded and  territorial  lands, About 230,000 acres of t h a t  
total a r e  located in  the  national parks  and  most of t h e  remainder i n  
various miiitarv installations. AS noted above, these lands-except for  
t h e  narionai park iands--i'ould only be re turned t o  t h e  S ta te  in  t h e  event 
they b e c o s e  surplus.  

Sacd  Ssland 
Section 1 of t h e  d r a f t  bill would also authorize t h e  Administrator 41 

General Services to  conre? to  t h e  Sta te  of H a r a i i  wi thout  reimbursement 
any Federal  lands on Sand Is!and and the  reef lands connecied therewith 
in the  Yiciniiy of Honolulu Harbor  which he  determines to  be surplus.  
AD). ~ o i ? v e ) m c e s  of those lands  would be subject  t o  t h e  s a m e  procedures 
applicsble to  surpius  ceded lands. 

The  Sla te ' s  claim to  t h e  land on Sand Island, including t h e  reef lands 
connected therewith,  i s  based on the  contection t h a t  t h e  United Sta tes  
acguired ti t le 10 ail of the  a rea  thrcugh t h e  joint resolution of Ju ly  7 .  
IS$E, providing for  t h e  annexation of the  Republic of Hawaii. That  
resolulion, among other  th isgs ,  ceded and transferred to  the  United Sta tes  
all the  public lands, buildings, ports, and other property belonging to t h e  
Government of Haaa i i .  Honoluiu Harbor and t h e  adjacent  reef lacds  
in  n-hich Sand Islarid is located a e r e  generally Considered to  h a r e  been 
p a n  of tha t  cession. 

As noted above, we beliere the re  is full justification f o r  t h e  r e tu rn  t o  
Hawaii of snrplus  ceded lands. 

Saad  Island eo3sists of about  550  acres of fas t  land,  t h e  large bulk 
of which aas created by na tu ra l  a r d  artificial accretion since t h e  an- 
nexation of Hauai i .  About 125 of those acres have ner-er been claimed 
by t h e  Cni ted Sta tes  and a r e  now controlled by t h e  Hawaiian Aermaut i c s  
C ~ m m i s ~ i o n  pursuant  t o  an  erecut i re  order  of the  Governor. Another 
2 3 3  acres were  transferred to  t h e  then Terr i tory  of Hawaii bf t h e  Presi- 
dez t  in Execut i re  Order No. 10833  of August 20. 1959. Tha t  conveyance 
r a s  authorized b? t h e  act of August  25. 1958 ( 7 2  Stat.  8503. which pro- 
~ i d e d  t h a t  t h e  t r ans fe r  be  a i t h o n t  monetary consideration and tha t  t h e  
proceeds f rom the  use o r  disposal of the  land be used f o r  t h e  support  of 
t h e  University of Hana i i .  

The  Ucited Srates Continues to  control t h e  remainder of Sand Island 
and  cer:ain adjacent submerged lands. About 261 acres,  o i  which about  
one-third a r e  submerged, a r e  eontrolied by t h e  Depar tment  of t h e  Army 
and eoosritute t h e  Sand Island Military Reservation. The  remaining 2 7  
acres  under  Federal  control consritule the  Sa3d Is land Coast Guard 
Base. T h e  Coast Guard has  a continiiing reQuirement f o r  i t s  base and  
a n  addftional requirement f o r  abou t  1 9  acres of land current ly  eontrolled 
b5 t t e  Depar tment  of t h e  Army. The remaining 242 acres of t h e  Army 
re ie r ra t ion  a r e  excess t o  Army needs, and  no o t t e r  Federal  need has  de- 
reloped f o r  this a rea  t o  date. 
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An Attorney General's opinion of July 18. 1940 (30 0p.Atty.Gen. 460). 
 ela at ire to  Sand Island states tha t  i t  appears probable tha t  Executive 
Order  KO. 3358 of November 24, 1920, setting aside lands on Sand Island 
and Quarantine Island for  military purposes. "was issued under the 
theorr  tha t  the lands set  aside by i t  were a part of the public lands which 
belong to  the Haaai ian government and ah ich  passed to the  United 
States under the joint resolution of annexation 9." K h i l e  no 
authority for action was cited in the 1920 Executive order, the  Attorney 
General stated tha t  i t  is probable that  section 91 of the  Hanai ian Organic 
Act  was the basis for action. 

If i t  were certain that  Sand Isiand does consist of ceded lands set  aside 
f o r  F e d e r d  use, i t  would be possible now to convey to the State  that por- 
tion of the land which is no longer needed by the United States. That  
zonre?ance could be effected under section 51e) of the Haaa i i  Statehood 
Act  which authorizes the  return to  the State  without reimbursement, until 
August 21. 1964, of ceded lands under Federal control a h i c h  a re  de- 
lermined to be no longer needed by the  United States. 

Two factors, hoaere r ,  ha re  cast doubt on the possibility of coni'e3-ing 
any land on Sand Island to  Hawaii under the authority of section 5 ( e )  
of the  statehood act. First,  two Private corporations claimed title to 
the  Sand Island area a t  the time Of annexation as successors to the inter- 
es:s therein of the William Sumner estate. The private claims to the 
area were never recognized by the Cnited States or the Territory of 
Han-aii but were settled in a ComPromise agreement in 1902 wherein the 
corporations quitclaimed their interests in  the area to  the United States 
i n  rerurn f o r  receipt of a iand patent from the Territorial Governor con- 
firming their title to the remainder of the Sumner estate. The United 
Stales a a s  named grantee in the quitc1a:m deed because an  Assistant 
U. S. Attorney General had taken the posirion tha t  in an exchange of 
ceded land Kith pr irate  parties in Hawaii, fo r  other  than street or road 
s iden ing  or other local purposes, the conveyance should run to  the  United 
States rather than the  Territory of H a a a i i  though equitable title to ceded 
land a a s  in the Territory. Second, b? means of dredging and Elling as 
well as natural accretions, the fast  land in the area has increased from 
less than 10 acres a t  the time of anneration to the present size of about 
550 acres. 

The prirate claim to  the area casts some doubt on the fact  that  the 
Sand Island a a s  acquired 8s Par1 of the  cession from the Republic of 
Haaai i .  Further ,  section 5 ( i )  Of the statehood act. a h i c h  applies the 
Scbmerged Lands Act of 1953 ( 6 i  Stat.  2 9 )  to  the State of Hawaii, casts 
doubi on the auihority to conre? filled lands to H a a a i i  under section 51e) 
of the statehood act. Because of those factors, the Department of Justice 
has conciuded that  the remaining Elled land on Sand Island is not sus- 
ceprible to conveyance to Hawaii a s  ceded land under section 5 ( e )  of 
the  statehood act. This same doubt resulted in the 1958 act to  clarify the 
authority to convey another part of Sand Island. 

we beliere that  the doubt a s  to Sand lsiaod's s ta tus  should be resolved 
in favor of the State of Haaai i .  

Public t r u s t  
Section 2 of the draft legislation provides tha: any  conveyances to the 

s t a t e  of Haaa i i  under section 1 shall be considered part of, and subject 
to the terms and conditions of, the public t rust  established b? section 5 ( f )  
o f  the Haaa i i  Starehood Act. That  t rust ,  ah ich  already applies to aii 
the  ceded lands returned to Hau-ail under provisions of the statehood act,  
requires that  the lands invoked and the proceeds therefrom shall be held 
by the State for  the support of public schools, betterment Of the  conditions 
o f  native Haaaiians, making of Public improvemenrs and other limited 
public purposes. 

The Bureau of the Budget urges early and favorable consideration of 
the proposed legislation. 

Sincerely. 
K w v m  GOFLD~S. Director. 
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E h E C ~ n r r  O m m  OF m WESIDEST, 
BWIC OF TAZ BCDGET, 

Vaahington, D. C., E m e m b e r  13,1963. 
Eon.  ALXT B:am 
Chairriion, Subcommiilee ori Public Lands, 
Comozi:irr on 1n;erinr o,id J,isulo,r Affairs, 
C'. S. Senole, IToshhtgroi:, D. C. 

D ~ n n  Nn. C x a m a r ~ v :  During the  course of t h e  hear ing on Norember  
1 3  on S. 2275, a bill t o  r e r i se  t h e  procedures established by t h e  Hawail 
Statehood Act, Public Law 66-3, f o r  t h e  conveyance of certain lands t o  
t h e  S ta te  of H a r s i i ,  and for  o ther  purposes, I was  asked t o  fu rn i sh  d a t a  
on t h e  character ,  use, location, t ime of acquisition. a n d  r a i u e  of the  lands  
corered b>- the  bill. 

T h e  enclosed char t  a n  Federal  lands in  Hawaii contains most  of t h e  
informat ion requested. In it Federal  lands a r e  broken down in to  f o u r  
categories.  The bill deals witti the  lands  listed i n  columns 2 and 3- 
"Ceded lands" and  "Permit lands, Statew---except f o r  those in  t h e  national 
parks .  Coiumn 2 eoyers t h e  lands  acquired by cession in  1898  o r  subse- 
quent ly  acquired in exchange f o r  ceded lands and terr i tor ia l  iands  a h i c h  
h a r e  been set  aside fo r  Federal  use. Column 3 core r s  t h e  State-omned 
i ands  n h i c h  were  coo t id ied  b~ the  United Sta tes  b y  permit  o r  license 
from t h e  Ter r i to r r  of H a a a i i  on the  da te  H a n a i i  was  admitted to  state- 
hood. Under section 5 ( d l  of t h e  statehood act,  those permit lands  m a s  
be  se t  aside f o r  FeCeral use prior to  August 21, 1964. 

T h e  ceded, set-aside iands and  permit lands  a r e  broken down by island 
loe+:ior. and  controliing or occupying agency, and  t h e  ma jo r  iostaiialions 
aod uses a r e  s h o r n .  As noted in  m? IestimonY. 230,000 acres ( t h e  actual 
figure s h o v n  in t h e  char t  is about  227.630 acres)  of the  ceded, set-aside 
lands  are controiied by t h e  Department of  the  lo ter ior  f o r  national park 
pcrposes and a r e  eaee9ted from the  provisious of tt.e bill. 

The  remainiEg 59.525 acres of ceded, set-aside land a r e  corered by 
The t i l l .  T n l e  l o  t t a  bulk ol this land T a r  acquired b ~ .  t h e  Unitrd Stares 
under t h e  resoiurior, annexing the  I i a a a i i a n  l s l a ~ d s  in  1858. The second 
s tep in t h e  process-the sett ing aside of the  ceded land fo r  Federal  u s e -  
XLS acc0Mpli~hed b? Preridentia: and ~ u b e r n a t o r i a l  order  a t  various t imes 
dur ing  t 3 e  period from 189.8 until  Hana i i  became a Sta te  in  1959.  n 'e  
have n o  complete records regarding t h e  rimes at which properties a w e  
se t  as ide ,  bur t h e  bulk of  the  iaods in the  major  installations consisting 
o i  ceded iands  a e r e  set aside a t  the  fol loaing rimes: 

Banhxn &r Farce Base ....................................... 134h-l: 
................................... Iiaho?inrre Sary  wrget  area 1 9 3  

Beiioa-5 Air Force Stntion ...................................... 1317 
'Khreier Air Force Ease ....................................... 1316 
Fort Sl!nfter .................................................. 1%; 
,Qc:;ofiell: Bnrmcks ............................................ 1317 
Lcz:t;n;,:i Xaral  Anni:nirior; Depot ............................. I ! J ~  

.................................. J.r:ali:ald S a r a 1  llndio Smtion %33 
v i m  l a d  i o a l  i d  R e f  ...................... ISM 

As t h e  cha r t  indicates, a:most a i l  of the  Sta te  land used under  permit 
-referred to  a s  12C,O00 acrPs in  my t e s t i n c r ? ,  but  a t i c k  upon fu r the r  
c'irckiog i s  close; t o  1ZG.OOb acres-is located 03 the isiands of Ran.aii 
and  Cahu  and  is used by the  Am).  fo r  training and rnaseuvers.  

Xo useful  o r  realistic Egures a r e  available oi: t h e  r a i u e  of t h e  iands  
c o ~ e r e d  by t h e  bili, particu!ariy since the Cnited Sta tes  b a s  not  paid for 
those iznds  either a t  t h e  rime of their acquisition or subseguectly.  The  
G m e r a i  Services Alministration, in  i t s  1962 Inventory Report  on Real 
Proper t?  Owned by t h e  United Sta tes  Throughoxt  t h e  World ,  estima:ed 
t h a t  233.035 acres of Federal  land in Hawaii corered in  i t s  inrentory st 
t k a t  t ime t o  h a r e  a cost of about  $21.7 ni i l ion.  T b a t  a o u i d  average ou t  
t o  about $33 per  acre. The  GSA repor t  s ta tes  the  cost of proper:ies- 
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such a s  the  ceded lands-acqui;ei! through donation is estimated for  Pur- 
poses of its inventor). a t  amounts the Government would have had to Pa? 
for the properties a t  the date of acauisition. 

Of course, the  Federal lands on the island of Oahu a re  a o r t h  a great 
deal  more today than when they were ceded or set  aside. I t  is very 
difiicult now to Bnd any usable land on the island a o r t h  less than $1 Per 
square foot. Good land anyvhere in  the  urban or suburban area on Oahu 
probably now averages a t  least $100,000 per acre, and choice lands in 
doirntoffn Honolulu o r  a t  Wi'aikiki a r e  worth much more. However, lands 
on the other islands are worth less, and the  major  ceded tract on Xahoo- 
law-e Island is probably of very little r a l u e  because it has been hearil? 
contaminated a s  a target area. 

I t  must be stressed that the blll does not automatically conrey an? 
of  the above lands to the State. They would be conre)-ed only upon a 
finding tha t  they a r e  surplus to  the United States. T h e  Federal need for  
t h e  bulk of the lands is expected to continue for  the foreseeable future. 

hlention a a s  also made during the  hearing of rental payments on 
Federal lands in Haaai i .  I! should be made clear tha t  the United States 
has nerer  paid any rental to  the State or the Territory of Hanaii for the 
ceded acd  other lands ah ich  have been set  aside for Federal use. Hov- 
e re r ,  on occasion i t  has leased or rented out  to  private parties lands nhich 
were set aside f o r  Federal use. In those cases, under section 91 of the 
Haaa i i  Orgzoic Act ( 4 6  Stat. i89), the proceeds were covered into the 
territorial treasury. Rentals from private paities-which now amount 
t c  about $ l O O . O % G  a Year-ail1 continue to  be turned orer  to the Sta:e 
cnt i l  August 21, 1964, pursuant to  section 42  of the Haa-aii Omnibus 
Act (Pub:ic Law 6 6 - 6 2 4 ) .  

If I caii be of further assistance, p1ea.e let me know. 
Siaeereiy, 

HAROLD Sseioual-, 
Acfinp Assis:aai Director for  dlanayerriexi and Orpaairafion. 
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The table indiczter the acres of land owned or controlled by the Federal 
Gcvernment on each of the major islands in the State o f  Ha~sa i i .  Column 
l shows the majoi  con:rolling agexcies and instaliations. C o l x m  2, headed 
"Ceded lands," shows the acreage acquired through the setting aside of lands 
ceded by the Republic o f  Hawaii, lands exchanged for ceded lands and lands 
of  the Teyritcry of Hawaii. ( S a d  Island lands appear in col. 2 even :bough 
there is do ib :  as to their cede3 s:a:us.) Column 3, headed "Permit lards, 
S:a:e," shon-s the acreage 05  State and locally ow-ned lands which are con- 
t d l e d  o r  used by the Federal Government under permit, license, lease, or 
easement. Column 4 ,  headed "Permit lands, priva:e," shows the acreage of  
privately w n c d  lards which a re  similarly controlled o r  used by the Federal 
Goverrmel::. (3a ta  on such lands are not cornpiete.) Column 5, "Fee-orrn- 
ed lands," s h o w  the acreage acquired by the United States by purchase o r  
cnnderma:icn. 

Data a re  based on reports fu~uished  to  the Bureau of the Budget under i!s 
Cjrc-lar No. A-52. In some cases figures are approximations, and in a few 
cases, because of  inccm$ete data, lands have been arbitrarily assigned to  a 
category even though some questions exist about their status. The table does 
nj: include the 435 acres of land already conveyed to Hawaii under section 

5(e ) .  I: does include lands which have been found excess or no longer need- 
ed b-: which hare  not yet been d i s p r e d  of. 
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