September 21, 2010

Mrs. Bobby Jean Leithead-Todd
Planning Director

County of Hawaii

101 Pauahi Street, Suite 3

Hilo, Hawaii 96720

Re: 2010 Annual Reports for the Hokuli’a Project

SMA Permit 401 (Shoreline Park)
TMK 1-9-12: portion 03, 8-1-04: portion 3, 8-1-04: portion 65

SMA Permit 402 (Bypass Highway)
TMK 7-8-10: portion 30

SMA Permit 404 (Wastewater Plant)
Special Permit 1056 (Wastewater Plant)
TMK 8-1-04: portion 3

Dear Director Leithead-Todd:

This letter constitutes the annual report for each of the permits described above
that the Planning Commission approved on May 5, 2000. Since the permits have
conditions that are common to each permit, this letter addresses (1) the common
conditions as a group and (2) those conditions that are unique to each permit. The
common points are described below and the unique points are described in a separate
matrix enclosed with this letter.

Archaeology

On September 7, 1999 and September 15, 1999, SHPD approved Oceanside’s
Integrated Archaeological Mitigation Plan (IAMP). The plan’s component parts include
(a) a Data Recovery Plan, (b) an Interim Protection and Preservation Plan, (c) an
Interpretive Plan and (d) Monitoring Plan.
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In January 2008, Oceanside submitted the Hokuli’a Non-Burial Historic
Preservation Plan (HPP) to SHPD and is awaiting SHPD’s comments and approval.

As required by the terms of the land use entitlements for the Hokuli’a Project,
Oceanside is implementing approved mitigation measures prior to or in conjunction with
land alteration on the Project property.

Shoreline Park

On November 17, 2000, the Board of Land and Natural Resources approved
Oceanside’s Conservation District Use Application (CDUA No. HA-2977) for the
Shoreline Park As noted above, in January 2008, Oceanside submitted the Hokuli’a Non-
Burial Historic Preservation Plan (HPP) to SHPD for its comments and approval.

At about the same time, Oceanside submitted the first of four separate Shoreline
Park Historic Preservation Plans (the first being the Shoreline Park Historic Preservation
Plan for Phase 1 North) to SHPD for its comments and approval. The area covered by
this first shoreline park plan covers the area lying north of Pu’u Ohau up to the Project’s
north boundary (but excludes the state-owed Hokukano Village).

Oceanside will preparing the second of the four Shoreline Park Historic
Preservation Plans (being the plan for Hokukano Village) for submission to SHPD for its
comments and approval. After that submission, Oceanside will preparing the third and
fourth of the four Shoreline Park Historic Preservation Plans (being the plans for the area
lying south of Pu’u Ohau for Pu’u Ohau itself).

The park improvements are designed to comply with and implement the measures
from Oceanside’s Comprehensive Public Access Plan, the Special Management Area Use
Permit and the Conservation District Use Application approvals, including measures for
access, parking, signage, emergency response, use restrictions, recreational, recreational
improvements, restroom facilities, trails and archaeological preservation and
interpretation measures. On August 1, 2002, Oceanside completed the first phase of the
Shoreline Park, with the required public parking stalls.
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Mamalahoa Highway Bypass

The Mamalahoa Highway Bypass is in part designed to address existing traffic
conditions in the region and to provide an alternative route for inter-regional traffic
consistent with the County’s long-range traffic plan and general plan. On November 15,
1999, the Department of Public Works accepted and approved Oceanside’s Final
Environmental Impact Statement for the bypass highway. On November 21, 2001, SHPD
approved Oceanside’s Archaeological Inventory Survey for the bypass highway.

In 2002, Oceanside started construction of the northerly portion of the bypass
highway and the extension of Halekii Street (which extension Oceanside has completed).
As you are aware, the intersection of the northerly portion of the bypass highway with the
Halekii Street extension remains partially completed, but is currently open to use. Work
was delayed as a result of Oceanside’s inability to acquire a parcel land needed for the
bypass highway on the south side of the Halekii Street extension (called the “Coupe
land”).

Although the County brought a condemnation action to acquire that parcel and
although the circuit ruled in favor of the County, one of the affected landowners filed an
appeal from the circuit court’s ruling, which appeal is pending decision before the
Intermediate Court of Appeals. In the meanwhile, Oceanside and County officials have
discussed proposals to restart and complete construction of the bypass highway, the
Coupe litigation notwithstanding.

In 2008, the County Council enacted amendments to Ordinance Nos. 96-7 and 96-
8, together with other ordinances, to allow the northerly portion of the bypass highway
and east (mauka) portion of the Halekii Street extension to be used for public traffic
going southbound traffic from Alii Drive. Such traffic will be directed over the northerly
portion of the bypass highway at Keauhou, east (mauka) of the Halekii Street extension
and then through the Kona Scenic Subdivision. The ordinances provide limited hours of
such use during daylight hours.

As to the southerly portion of the bypass highway (over and south of the Coupe
land) and its intersection with Old Government Road (also alled Napoopoo Road),
Oceanside must still complete an archaeological field investigation at the intersection
area to determine whether any significant features exist on the ground and what
mitigation measures may be required (if such features exist). Oceanside conducts such
field investigations pursuant to its existing, amended monitoring plan.
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Wastewater Treatment Plant

In July 2002, Oceanside obtained Final Plan Approval for the wastewater treatment plant
and Oceanside started construction of Phase I. However, in September 2003, the Third
Circuit Court enjoined Oceanside from continued construction. Following a resolution of
legal issues relating to that injunction in 2006, Oceanside commenced additional
engineering studies and site preparation for future phases of the wastewater treatment
plant. The Hokuli’a Interim WWTP Phase 1 was authorized for startup on October 27,
2008.

Should you have any questions, please contact me at (808) 324-1500 or through
my cell number (818) 421-5546. Thank you very much.

Yours truly,

Kirk M. Lazaruk
On behalf of 1250 Oceanside Partners

Enclosures a/s
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