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February 18, 2015

Daniel E. Orodenker

Executive Officer

Land Use Commission

Department of Business, Economic Development & Tourism
P.O. Box 2359 ,

Honolulu, Hawaii 96804

Re: 2008 to 2015 Annual Progress Report
Docket Nos. A81-524 and A93-701
Original Petitioner: Kaupulehu Developments
Successor Petitioner: KD Acquisition, LLLP (fka WB KD Acquisition, LL.C)
Tax Map Key Nos.: (3) 7-2-031:001, 002, 004, 006 thru 011, 013 thru 031; (3)
7-2-032:001 thru 010, 014 thru 053; (3) 7-2-010:023 and portions of 022, 024,
and 025 (Formerly (3) 7-2-003: Portion of 001) ("Leot 4-A")

Dear Mr. Orodenker:

By Findings of Fact, Conclusions of Law, and Decision and Order filed on June 17, 1996,
in Docket No. A93-701, the State Land Use Commission ("Commission") reclassified
approximately 1,009.086 acres of land from the Conservation District to the Urban District
located in Kaupulehu, North Kona, Island of Hawaii, formerly a portion of TMK No.: (3) 7-2-
003:001. On behalf of our client, KD Acquisition, LLC ("KB"), successor in interest to
Kaupulehu Developments, the original Petitioner in Docket No. A93-701, we hereby submit the
2008 to 2015 Annual Progress Report pursuant to Condition 22. As indicated in our 2003 to
2004 Annual Progress Report to the Commission, Hualalai Investors, LLC (the successor-in-
interest to former Petitioner Kaupulehu Makai Venture) will file separate annual progress reports
with the Commission for Lot 4-B.

On December 12, 2006, we provided the Commission with a comprehensive report on
KD's development plans, in addition to reporting on KD's progress on developing Lot 4-A. On
June 21, 2007, we appeared before the Commission and presented KD's May 21, 2007
Kaupulehu Concept Plan and also updated the Commission on KD's compliance and on-going
efforts to satisfy the conditions contained within the subject SLUC dockets. On October 12,
2007, the Commission confirmed that KD's development efforts were in substantial compliance
with the representations previously made to the Commission.
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We acknowledge that no further Annual Progress Reports were submitted between 2008
to 2014. We apologize for not providing the Commission with an update on the development of
Lot 4-A sooner.

Attached for your reference you will find a chart that outlines the various conditions of
approval and the status of KD's compliance with these conditions. The following discussion
below will provide a summary on the history of the entitlements for the Kaupulehu development
and report on the status of KD's current development activities.

I ENTITLEMENTS HISTORY

On June 17, 1996, the State Land Use Commission approved Docket No. A92-677,
which amended the district classification of Lot 4-A from the "Conservation District" to the
"Urban District”. The original Petitioner, Kaupulehu Developments, proposed to develop a
residential community to complement the adjacent resort development, a golf course, golf
clubhouse, commercial center, and a residents/members recreation club.

On December 4, 1998, the County of Hawaii Planning Commission approved Special
Management Area Use Permit No. 389 to allow the development of a resort residential
community within Lot 4-A, to include a commercial resident's club, golf course and clubhouse, a
Hawaiian interpretive center, and other related facilities. The Planning Commission reaffirmed
the subject permit on December 30, 1999.

On April 10, 1999, the County of Hawaii approved Project District Ordinance No. 99-42,
which changed the district classification for Lot 4-A from "Open" to "Project District" and
allowed a maximum of 1,030 residential units, with a golf course, visitor information center,
numerous commercial uses, open space, and related development.

On February 13, 2004, KD became the Successor Applicant by an unrecorded Purchase
and Sale Agreement, between KD and Original Applicant Kaupulehu Developments, a
memorandum of which is recorded in the Bureau of Conveyances of the State of Hawaii as
Document No. 2004-031731.

IL. DEVELOPMENT SUMMARY

KD proposes to develop Lot 4-A in two (2) increments (referred to as the "Increment 1
Development" and the "Increment 2 Development" respectively), each of which may be
developed in one or more phases, with the residential units divided between single-family estate
lots and multiple-family units, numerous public access improvements, an 18-hole golf course and
clubhouse, and commercial/retail opportunities.

A, Increment 1 Development

On July 2, 2003, the County Planning Department approved KD's Project District
Site Plan for Increment 1, which allowed the development of 80 residential lots. KD developed
Increment 1 in two (2) phases.

On December 30, 2004, KD obtained Final Subdivision Approval for the
Increment 1, Phase 1 Subdivision. The Increment 1, Phase 1 Subdivision consists of 38 single-
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family residential lots, 11 bulk lots, the related subdivision infrastructure improvements, a
member's beach club, an interpretive center, and the public access improvements to and along the
shoreline,

On November 22, 2006, KD obtained Final Subdivision Approval for the
Increment 1, Phase 2 Subdivision. The Increment 1, Phase 2 Subdivision consists of 42 single-
family residential lots and the related subdivision infrastructure improvements.

The Interpretive Center, located on TMK: (3) 7-2-010:023, received Final Plan
Approval on May 7, 2006 and Final Inspection on February 7, 2008. The Member's Beach Club,
located on TMK: (3) 7-2-031:031 received Final Plan Approval on August 20, 2007 and Final
Inspection on January 20, 2009.

B. Increment 2 Development

The Increment 2 Development was proposed to consist of a mix of approximately
391 single-family and multiple-family residential units developed in multiple phases, an 18-hole
golf course and clubhouse, commercial/retail opportunities, and related infrastructure.

On June 9, 2014, KD obtained Final Subdivision Approval for Increment 2, Phase
1 Subdivision, consisting of a 2-lot residential subdivision located mauka of the Member's beach
clubhouse.

III. CURRENT STATUS OF DEVELOPMENT

Although faced with a challenging real estate market, KD has remained steadfast and
fully committed to implementing the development plans for Lot 4-A, and has made substantial
progress towards this goal since our last report. More importantly, KD has completed the
community benefit and public access elements of the Project, to include without limitation, the
Interpretive Center, the public restrooms, and the public parking stalls to facilitate access to the
shoreline. The Interpretive Center is currently open to educational groups on a reservation only
basis, while KD finalizes archacological work on the shoreline area. Concurrent with the work
performed by the project archaeolo gist, KD has consulted with the Kaupulehu Development
Monitoring Committee and the lineal descendants from the area to develop an appropriate
management plan to ensure the protection of all-archaeological, cultural and natural resources
along the shoreline. Although the development and full build out of the Project has been
constrained due to market pressures, KD continues to show its commitment to satisfying the
conditions of Docket No. A93-701. To date, KD has invested millions dollars in infrastructure
improvements, consultant fees, and labor costs toward the Kaupulehu development.

We trust that the foregoing and the charts attached satisty the annual reporting
requirements of Docket No. A93-701 (Condition 25).

If you require any additional information, please feel free to contact my paralegal Jason
Knable at 808-935-6644 at any time.
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Sincerely,

SSL/jkk1
Attachment(s)

cc: KD Acquisition, LLLP
County of Hawaii Planning Department
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