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	CITY COUNCIL

CITY AND COUNTY OF HONOLULU

HONOLULU, HAWAII


	
	No.   12-229     ________              

	RESOLUTION

	



AUTHORIZING LEASES OF CITY PROPERTY TO HONOLULU AFFORDABLE HOUSING PARTNERS, LLC, UNDER SECTION 28-3.5, REVISED ORDINANCES OF HONOLULU, AS PART OF THE HONOLULU AFFORDABLE HOUSING PRESERVATION INITIATIVE.
WHEREAS, on February 15, 2012 and February 22, 2012 the City and County of Honolulu published in the Honolulu Star-Advertiser a Public Notice announcing the availability of the request for proposals (RFP related to leasing of twelve City-owned affordable housing projects:  Bachelors Quarters, Chinatown Gateway Plaza, Chinatown Manor, Harbor Village, Kanoa Apartments, Kulana Nani Apartments, Manoa Gardens, Marin Tower, Pauahi Hale, Westlake Apartments, West Loch Village and Winston Hale (collectively, the “Projects”) through the Honolulu Affordable Housing Preservation Initiative (HAHPI); and

WHEREAS, on May 9, 2012, the Honolulu City Council adopted Bill 23, CD1 (Ordinance 12‑12), which clarified and confirmed that with respect to the HAHPI program, the RFP process pursued under Section 28‑3.5 could encompass the entirety of each rental complex, including affordable, gap group, and market-rate rental housing units, commercial space, parking facilities, and telecommunication facilities; and 


  WHEREAS, Ordinance 12‑12 also provided for a redevelopment option to be included into the leases for Pauahi Hale, Winston Hale, Bachelor’s Quarters, and Kanoa Apartments; and 


WHEREAS, on May 9, 2012, the Honolulu City Council also adopted Bill 24, CD1 (Ordinance 12‑13), which facilitated the HAHPI program by providing for the transfer of public parking at Marin Tower, Chinatown Gateway Plaza, and Harbor Village via long-term leases, while reserving to the City the use of a specific number of parking spaces in these Projects for public parking, and reserving for the City Council the right to set time limits, parking fees, and other regulations for the public parking spaces; and
WHEREAS, a total of seven initial proposals were received for the Projects by the April 20, 2012 deadline, and after follow-up discussions between the City and the proposers, seven “best and final offers” were received by the May 22, 2012 deadline; and
WHEREAS, an evaluation of the proposals was conducted by a five-member selection committee (one of whom was designated by the Council), with the committee members individually scoring each of the proposals; and

WHEREAS, upon conclusion of the RFP evaluation process, the City selected Honolulu Affordable Housing Partners, LLC (“HAHP”) to be the lessee of the Projects; and

WHEREAS, in accordance with Section 28-3.5(d), ROH, a written report was submitted to the City Clerk on August 22, 2012, identifying HAHP and the other two top-rated proposals for the public record; and
WHEREAS, the City and HAHP have negotiated the terms of a Purchase and Sale Agreement (which is subject to Council approval by a separate resolution), including payment of an up-front lump-sum acquisition lease rent payment or “lease premium” in the sum of One Hundred Forty Two Million And No/100 Dollars ($142,000,000); and

WHEREAS, to assist HAHP with financing of the lease acquisitions, the City has agreed, subject to City Council approval of the overall transaction and approval and execution of the transaction documents, to cooperate in the large-scale “condominiumization” of five (5) Projects – specifically, Chinatown Gateway Plaza, Chinatown Manor, Harbor Village, Marin Tower, and Winston Hale (collectively, the “Condominium Projects”) – whereby HAHP will submit each such Project to a condominium property regime and enable the Affordable Rental Housing Component, the Market Rental Housing Component, the Commercial Rental Component, the Public Parking Component, and the Resident Parking Component, as defined in the Purchase and Sale Agreement (collectively, the “Project Use Components”), as the case may be in each such Project, to be separately leased by the City to one or the other of HAHP’s subsidiary entities and separately financed accordingly; and
WHEREAS, to effect such “condominiumization,” a total of twenty-six (26) Leases are contemplated in connection with this transaction: nineteen (19) for the applicable Project Use Components within the five Condominium Projects (collectively, the “Condominium Leases”) and seven (7) for the remaining Projects -- Bachelors Quarters, Kanoa Apartments, Kulana Nani Apartments, Manoa Gardens, Pauahi Hale, Westlake Apartments, and West Loch Village (collectively, the “Ground Leases”; together with the Condominium Leases, collectively, the “Leases”);

WHEREAS, a schematic summary of the Leases and Lease-related documents that are contemplated for the closing of this transaction is set forth in Exhibit A attached hereto (the “Project Document Table”); and

WHEREAS, the City and HAHP agreed upon the forms of the following Lease and Lease-related documents:
(1)
the Ground Lease, attached hereto as Exhibit B;

(2)
the Condominium Lease, attached hereto as Exhibit C;

(3) 
the Addendum to Lease (Affordable Housing Rental Component), attached hereto as Exhibit D, to be used with the Ground Leases and Condominium Leases as indicated in the Project Document Table;

(4)
the Addendum to Lease (Market Rental Housing Component), attached hereto as Exhibit E, to be used with the Condominium Leases as indicated in the Project Document Table;

(5)
the Addendum to Lease (Commercial Rental Component), attached hereto as Exhibit F, to be used with the Condominium Leases as indicated in the Project Document Table;

(6)
the Addendum to Lease (Redevelopment Component), attached hereto as Exhibit G, to be used with the Ground Leases as indicated in the Project Document Table;

(7)
the Addendum to Lease (Resident Parking Component), attached hereto as Exhibit H, to be used with the Condominium Leases as indicated in the Project Document Table;

(8)
the Addendum to Lease (Public Parking Component), attached hereto as Exhibit I, to be used with the Condominium Leases as indicated in the Project Document Table;

(9)
the Property Specific Lease Terms, attached hereto as Exhibit J, to be used with the Ground Leases and Condominium Leases as indicated therein; and
(10)
the Regulatory Agreement, attached hereto as Exhibit K, to be attached to and incorporated in the Ground Leases and Condominium Leases as indicated in the Project Document Table; and

WHEREAS, the Council finds that: (1) notwithstanding the $1 per year rent provided for in the Leases, the Lease rents charged are not “nominal” within the meaning of Section 28-3.5(g), ROH, because the City and HAHP have negotiated a $142,000,000 lease premium payment by HAHP; and (2) under the circumstances, the certification contemplated by that section for nominal-rent leases is not required; and 

WHEREAS, in accordance with Section 28-3.5(f), ROH, the Ground Leases and Condominium Leases, and the Regulatory Agreements incorporated therein by reference, require Council approval by resolution; and
WHEREAS, the Council finds that it is in the public interest to lease the Projects to HAHP in accordance with Section 28-3.5, ROH, and thus supports the City administration’s decision to do so; now, therefore,

BE IT RESOLVED by the Council of the City and County of Honolulu that:

1) The Ground Leases, the Condominium Leases, the Addenda, the Project-specific terms and the Regulatory Agreements are approved substantially in the form attached hereto;

2) Upon satisfaction by the City and HAHP of all preconditions to closing set forth in the Purchase and Sale Agreement, the Director of Budget and Fiscal Services is authorized to execute
(a)
the Ground Leases, substantially in the form attached hereto as Exhibit B, with appropriate Addenda attached thereto and Project-specific terms included, as indicated therein and in the Project Document Table;

(b)
the Condominium Leases, substantially in the form attached hereto as Exhibit C, with appropriate Addenda attached thereto and Project-specific terms included, as indicated therein and in the Project Document Table; and
(c)
the Regulatory Agreements, substantially in the form attached hereto as Exhibit D, each such Regulatory Agreement running concurrently with the applicable Lease(s) for a period of sixty-five (65) years, as indicated in the Project Document Table;
2)
The Director of Budget and Fiscal Services is authorized to execute the Ground Leases, the Condominium Leases and/or the Regulatory Agreements with HAHP, or with one or more subsidiary entities or nominees as may be designated by HAHP to take leasehold title to one or more Projects at closing of the transaction; 
4)
The Mayor, the Director of Budget and Fiscal Services, or the Director of Community Services is hereby authorized to execute any incidental or related documents to carry out the transactions described above, as long as such documents do not increase either directly or indirectly the financial obligation of the City; and

BE IT FINALLY RESOLVED by the Council of the City and County of Honolulu that the Clerk be, and is hereby directed to transmit copies of this Resolution to Michael R. Hansen, Director of Budget and Fiscal Services, and Samuel E. H. Moku, Director of Community Services.  A copy of this Resolution shall also be transmitted to Honolulu Affordable Housing Partners, LLC, c/o Highland Property Development LLC, 250 W. Colorado Boulevard, Suite 210, Arcadia, California 91007.
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