EXECUTIVE CHAMBERS

HONOLULU

LINDA LINGLE July 16, 2009

GOVERNOR

The Honorable Colleen Hanabusa, President
and Members of the Senate

Twenty-Fifth State Legislature

State Capitol, Room 409

Honolulu, Hawaii 96813

Dear Madam President and Members of the Senate:
Re: Senate Bill No. 764 SD2 HD2 CD1

On July 15, 2009, Senate Bill No. 764, entitled “A Bill for an Act Relating to Real
Property” became law without my signature, pursuant to Section 16 of Article III of the State
Constitution.

The purpose of this bill is to change the process for renegotiating the amount of rent
during the term of an existing commercial or industrial lease, unless expressly stated otherwise in
the lease. The bill requires the term "fair and reasonable” annual rent of any lease of commercial
or industrial leasehold property to be construed as fair and reasonable to both the lessor and the
lessee to the lease, and to consider other relevant circumstances relating to the lease, such as
surface characteristics of the property. If the lessee is a master lessee, these requirements shall
apply if the master lessee agrees to act comparably when determining the renegotiated sublease
rental amount charged to a sublessee.

This measure appears to be targeted at a single landowner for the benefit of its lessees.
The ability to freely negotiate contracts without government intrusion is essential to a fair and
open marketplace and a principle that I support.

However, this bill addresses a case where the free market between lessor and lessee is not
functioning. We have seen a concentration of land ownership of urban commercial and
industrial properties become centered in a few large firms that distort market forces and leave
businesses in Hawaii with little recourse.

It is unfortunate that the actions of a single land owner have created the situation where
the Legislature has intervened between the parties, albeit only for a single year.

This bill impacts the renegotiations of lease rent by interjecting, unless otherwise stated
in the lease, its construction of "fair and reasonable annual rent" in commercial or industrial
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leases. In addition, this bill requires master lessees to limit any sublease rental amount
negotiated or renewed during the period the lease rent is renegotiated with the master lessee to
the lesser of a) the "fair and reasonable" amount determined according to the aforementioned
requirements or b) the rental amount as calculated under the renegotiation or renewal provisions
of the sublease.

For the foregoing reasons, I allowed Senate Bill No. 764 to become law as Act 189,
effective July 15, 2009, without my signature.

Sincerely,

e

LINDA LINGLE



