Offering Memorandum

EXECUTIVE SUMMARY
The various parcels identified for marketing purposes as “Niu Kalakaua Pau Properties” are situated on
44,871 square feet of land at the most visible and busiest intersection leading into Waikiki - Hawaii’s
most prominent gathering place for visitors and residents alike. The Property is comprised of seven contiguous parcels. The collective parcels boast an unprecedented development opportunity on Kalakaua,
including great access points from Kalakaua Avenue, Niu Street and Pau Street.

Transaction Timeline & Procedure
Confidential Offering:
The properties are being marketed collectively for sale on an “as is, where is” basis.
Procedure:
It is the intention of the Owners to sell the various parcels collectively, by way of instrument appropriate to carry
out Owners’ intention. Prospective Purchasers are requested to submit a specific expression of interest, letter of
interest, and/or offer to purchase to the Owner of the Properties via Blue Rock Partners.
Fred M. Noa (S)
223 S. King St. #200
Honolulu, HI 96813
T (808) 533-2583 x101
F (808) 369-8669
frednoa@bluerockhi.com

Anthony J. Hunt (B)
223 S. King St. #200
Honolulu, HI 96813
T (808) 533-2583 x102
F (808) 369-8669
anthonyhunt@bluerockhi.com

Offers may be submitted via e-mail transmission. All offers shall be accompanied with a detailed explanation regarding the offer entity and include a description of the anticipated capital structure, a biography of the company
and its key individuals and majority stakeholders, along with financial references.
Disclaimer
The owners of the various parcels comprising the assemblage listing referred to for marketing purposes as “1944 & 1958 Kalakaua” (collectively and/or individually as appropriate in the context of its use and
commercially reasonable interpretation, “Owners”) have retained Blue Rock Partners, LLC (“Advisor”), licensed real estate broker, as their exclusive advisor and representative in connection with the collective sale of
1950, 1944 Kalakaua Avenue and 413, 420, 421, and 425 Niu Street (collectively, the “Properties”). Nevertheless, such combined marketing efforts shall not be construed to be a joint venture by and between Owners.
The information contained in this Offering Memorandum was compiled from sources deemed to be reliable; however, neither the information nor reliability of such source can be guaranteed by the Advisor, Owners or
any of their respective agents, employees, officers, directors, subsidiaries or affiliates (collectively, “Affiliates”). Many assumptions, projections and estimates contained herein are variable by nature and are subject
to changing economic conditions. Neither Owners or Advisor, nor any respective Affiliates, has made, and by this submission they do not make, any promise, representation, warranty or other assurance of any kind
of nature, whether expressed or implied, regarding or in any way pertaining to the Properties.
Owners and Advisor make NO representation or warranty as to the accuracy and the completeness of the information provided herein. Each prospective buyer shall rely solely upon their own investigation and
evaluation of the Properties as to the advisability of completing the transaction(s). All Offers to purchase the Properties shall be made on an “AS IS, WHERE IS” basis.
The submission which is subject to change or withdrawal at any time without notice , does not constitute an offer or an option for the Properties. Owners further reserve the right, in their sole discretion, to reject any
or all offers, proposals or any other expressions of interest regarding their respective parcels comprising the Properties, and to terminate with or without notice. Owners shall have no legal commitment or obligation
to you or any other persons reviewing the Offering Memorandum or making an offer to purchase an Owner’s component part of the Properties unless and until such purchases of the Properties’ component parcel is
approved by its respective Owners and their legal counsel, written agreements for the sale of the Properties have been fully approved, executed and delivered by Owners regarding the specific parcel to which they
hold an interest and any conditions to the Owners’ obligations thereunder have been fully satisfied or waived.
Confidentiality
This is a confidential submission that is intended for your own limited use in considering whether you have an interest in purchasing the Properties for your own account or for the account of your client. By your
acceptance of this submission, you acknowledge and agree that all information contained herein is confidential and subject to all the terms and provisions of the previously executed Confidentiality Agreement with
the Owners or Advisor. Futher, you agree that you will not directly or indirectly disclose, or permit anyone else to disclose this submission or its contents to a third party, without Owners’ or Advisor’s prior written
authorization in each instance. Also, you will not use this submission or its contents or permit the same to be used in any matter that may be detrimental to the interests of the Owners or Advisor. Without limiting
the foregoing, you agree that photocopying or other duplication of all or any part of this submission is strictly prohibited, except as permitted under the Confidentiality Agreement between you and the Owners and
Advisor. Except with Advisor’s prior written consent, in each instance, under no circumstances will you or anyone acting on your behalf contact the Owners or any party which Owners have a direct relationship to,
pertaining to the operation of the Properties with regard to this submission or any matter directly or indirectly related to it.
Each prospective Buyer shall be responsible for any claims for commission, other than that identified and agreed to in the executed Confidentiality Agreement, by any other broker in connection with the purchase
and sale of the Properties if such claims arise from acts of such prospective purchaser or its broker.
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EXECUTIVE SUMMARY

PROPERTY DESCRIPTION
RESMIX ZONE

APARTMENT ZONE
420 PAU ST

1958 KALAKAUA AVE

413 NIU ST

Parcel IDs

Parcel IDs

Parcel IDs

(1) 2-6-14-1

(1) 2-6-14-19

(1) 2-6-14-6

Land Size

Land Size

Land Size

18,861 sf

5,000 sf

4,356 sf

Zoning

Zoning

Zoning

Resort Mixed Use Precinct

Apartment Precinct

Apartment Precinct

Improvements
9,744

421 NIU ST (A)

Year Built
1998
Parking
12 paved stalls (0 tandem)
Ingress/Egress
Multiple vehicluar ingress and egress points
from Kalakaua Ave, Niu St and Pau St

421 NIU ST (B)

Parcel IDs

Parcel IDs

(1) 2-6-14-7

(1) 2-6-14-58

Land Size

Land Size

2,394 sf

3,375 sf

Zoning

Zoning

Apartment Precinct

Apartment Precinct

425 NIU ST

1944 KALAKAUA AVE
Parcel IDs

Parcel IDs

(1) 2-6-14-4

(1) 2-6-14-8

Land Size

Land Size

7,510 sf

3,375 sf

Zoning

Zoning

Resort Mixed Use Precinct

Apartment Precinct
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Great Retail Space

PROPERTY HIGHLIGHTS
•

Rare, large, prime development parcels

•

Liberal density restrictions which provide for maximum floor-to-area ratio (FAR) of
3.5, subject to design and floor area bonuses allowed by Waikiki Special Design district
(WSD)

•

Resort Mixed Use zoning and Apartment zoning

•

Prime frontage on Kalakaua Avenue, Waikiki’s main artery

•

Unprecedented Kalakaua visibility creating a flagship opportunity

•

Located at the busiest intersection leading into Waikiki

•

Abundant parking on site with great ingress and egress

Significant Barriers to Entry Limit Potential for New Supply
The potential for new commercial development of similar size and scope, in an infill city
center location on Oahu, and even on the mainland U.S., is virtually non-existent. Signicant
barriers to entry, which include geographical constraints, scarcity and high cost of developable
land for retail use, high construction costs on the islands, and Oahu’s zoning ordinances will
all serve to keep equivalent development in check for the forseeable future, making the Properies a truly irreplaceable collection of developable parcels.
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OVERVIEW
PROPERTY DESCRIPTION

The subject properties are on 7 parcels totaling approximately 44,781 square feet with a combination of
Resort Mixed & Apartment zoned land containing approximately 9,744 square feet of retail improvements located on the 1958 Kalakaua (“1958”) portion in Waikiki, Honolulu, Hawaii. There are currently
no physical improvements on the other parcels.
The retail improvements on 1958 Kalakaua are from the nation’s twelfth largest financial institution,
Capital One. By commercial standards, the improvements on 1958 Kalakaua are relatively young having
been constructed in 1998. The properties of 1944 & 1958 Kalakaua are directly adjacent with no physical
barriers obstructing cross easement access.

LOCATION
The Properties are located at the gateway to Waikiki, along Kalakaua Avenue, its main artery. The Properties have exceptional frontage at the busiest intersection in Waikiki.
The Properties benefit from more than 52,000 motorists who pass by on a daily basis.
This site is well positioned to take advantage of the 60,000 residents who live within one mile of the
Properties. In addition, Oahu receives nearly 5 million visitors annually, of which most select accommodations in Waikiki.
There is strong population density in this area with nearly 95,000 households, and approximately 210,000
people residing within a 3-mile radius of the Properties. The average income of these households is approximately $82,000 annually with 45% of them earning over $50,000 per year.
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INTRODUCTION TO HAWAII
Hawaii is the “Aloha State” and is an archipelago of islands, the six major islands of which are Oahu, Hawaii, Maui, Kauai, Lanai and Molokai. Honolulu is the State Capital and is consistently ranked as one
of the most attractive regions in the nation from a quality of life perspective. Hawaii has approximately
1.4 million residents and an average of 8.1 million visitors travel to the islands on an annual basis.
HAWAII’S ECONOMY
The Hawaiian economy has experienced exceptional growth over the past decade with tourism and U.S.
defense spending as the primary drivers of economic prosperity. Despite the recent economic downturn,
the outlook for Hawaii remains positive because of increased federal spending as the result of the stimulus package as well as a boost in tourism resulting from favorable currency exchange rates in Asia and
a resurgence in Canadian visitors to the state.
As the U.S. continues to foster its relationship with South Korea and China, Hawaii continues to experience a significant influx of both Korean and Chinese travelers to the Hawaiian Islands. Through relaxed
visa programs, both Hawaii and the Unites States are expected to benefit from foreign capital seeking
investment opportunities. About 20% of total jobs in Hawaii are in the government sector and military.
Hawaii’s strategic location in the Pacific Ocean enables it to serve as the headquarters for the U.S. Pacific
Command Center, overseeing military movements for nearly half the globe.
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OAHU OVERVIEW
Honolulu, the capital city of Hawaii, is situated on the southeast coast of Oahu, with approximately
483,000 households and 1.4 million residents. Honolulu is one of the most popular tourist destinations
in the world, favored for its natural surroundings, lush vegetation and healthy climate. Tourism contributes over $10 billion annually to the local economy.
In addition to serving as the main business and trading hub of the Hawaiian Islands, Honolulu is the
transportation crossroads of the Pacific, connecting East with West. Honolulu recently expanded its
harbor facilities handling cargo for several international steamship companies and a Foreign Trade Zone
based within Honolulu. Other important elements of Honolulu’s economic base include: military defense, research and development, and manufacturing.

WAIKIKI OVERVIEW

MARKET OVERVIEW

Waikiki is Honolulu’s premier “urban retail” market, and one of the foremost travel/resort and shopping destinations in the world. A total of 25 city blocks long and 4 blocks wide, the total land area is approximately 485
acres. To the south, Waikiki is bordered by the beach and ocean and to the north, the Ala Wai Canal. Two major
landmarks bound Waikiki on the east and west sides. To the east is Diamond Head Crater and to the west, Ala
Moana Center. In terms of gross sales and rents for markets in the United States, Kalakaua Avenue is one of
the top seven resort retail markets in the United States. Kalakaua Avenue compares to Rodeo Drive and Robertson Boulevard (Los Angeles), Madison and 5th Avenue (New York City), Union Square (San Francisco),
The Magnificent Mile - North Michigan Avenue (Chicago), and Lincoln Avenue (Miami).
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TOURISM AND VISITOR ARRIVALS
Both domestic and foreign carriers have announced increased direct flights to Hawaii and
have teamed up with larger hotel companies
to promote Hawaii as a destination. Currently,
Hawaiian Airlines flies direct to Japan, Taiwan, New Zealand, Australia, Korea, Canada,
the Marshall Islands, Tahiti, American Samoa,
and the Philippines, as well as to most major
U.S. cities. China Eastern Airlines recently
began nonstop service from Shanghai to Honolulu. This marked the first-ever direct flights
between Hawaii and China.
The Hawaii visitor industry has also maintained an aggressive promotional marketing
campaign throughout North America and
Asia. This aggressive campaign should continue throughout the year as the budget for the
Hawaii Convention Center is nearly $70 million and is funded primarily through the hotel
room tax.

EMPLOYMENT
The unemployment rate in Hawaii is reported at 3.3%, which is more than 3 percentage
points below the high point in December 2011,
and since then it has been steadily declining.
While tourism and its related industries will
continue to be a major part of Hawaii’s economic revival, expansion in the construction
industry at 9.1% annually will lead all industries during the forecast period.
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STATE

2015

2014

8,649,357

8,308,114

9.05

9.11

Per Person Per Day Spending

$193.60

$195.90

Per Person Per Trip Spending

$1,752.60

$1,783.90

Total Expenditures ($mil)

$15,158.5

$14,821.0

2015

2014

5,321,436

5,176,858

6.82

6.77

Per Person Per Day Spending

$200.20

$209.60

Per Person Per Trip Spending

$1,336.30

$1,418.60

Total Expenditures ($mil)

$7,270.6

$7,109.5

Visitor Arrivals
Avg Length of Stay

OAHU
Visitor Arrivals
Avg Length of Stay

POPULATION
The current population in the State of Hawaii
is approximately 1.4 million people; Oahu has
approximately 1 million residents, which accounts for 71% of the entire state’s population.
Since 2010, there has been a 7.61% increase in
population within the State of Hawaii. By the
end of 2017, there will be an estimated population of 313, 358 within a 5 mile radius of the
Properties.

Hawaii’s housing market has continued to be one of the strongest in the nation intially fueled by low interest
rates and baby boomer investors. The State of Hawaii’s total housing market is comprised of approximately
480,000 units. Over 327,000 of these units, or almost 70%, are located on the island of Oahu.
The price of single-family homes continues to rise, the current median sale price is $760,000, which is a 9%
increase from 2015.

MARKET OVERVIEW

RESIDENTIAL HOUSING MARKET

ASSISTED LIVING FACILITIES
There are currently 13 assisted living facilities within a 5-mile radius of the Properties containing over 1,300
beds. Assisted living facilities in this market offer many types of living arrangements ranging from “semi-private” rooms containing 4 or 5 seniors to private condominium-style independent living. A majority of facilities
operate on a rental model, where rates range from $4,500 per month to approximately $6,500 per month depending on services required. Many facilities include meals, medical attention, and other services in the daily
cost.
With an aging population of baby boomers, this market segment shows growth and expansion possibilities.
Many of the existing senior care facilities are changing room configurations from single-occupancy to having
multiple residents per room. There are currently approximately 77,000 people within a 5-mile radius of the
Properties who are above the age of 55, representing over 29% of the total population. Within this sector of the
population, nearly 10% are already over the age of 75.

RETAIL OVERVIEW
The fundamentals of the Hawaii market remain strong in that we are not over built and therefore not “over
retailed.” The retail vacancy rate has increased from 4.23% to approximately 5.49% over the past quarter due to
new construction and supply, which will be absorbed fairly quickly from the high demand of retailers in a market where there is more demand than inventory. The new inventory satisfies consumer demand and provides
opportunities for national and Big Box retailers to penetrate Hawaii’s market. Big Box anchor tenants that are
new to the islands include: Target, Petco, and Walgreens.
New retail centers are in various stages of development. On the island of Oahu both International Market
Place and Ka Makana Ali’i opened in the last half of 2016 providing over 1.5 million square feet of new retail
space. The retail leasing market will continue to tighten as the economy strengthens. We expect that the net
average asking rents will continue to grow upwards because of large demand for consumption.
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INVESTMENT SUMMARY

TENURE

Fee Simple

LAND AREA

44,871 square feet

BUILDING AREA

9,744 square feet

TMK NO.

(1) 2-6-14-1:4 & (1) 2-6-14-19:6:7:58:8

ZONING

RESORT MIXED & APARTMENT

S A L E S C O M PA R A B L E S
PROPERTY

SALES PRICE

DATE SOLD

LAND AREA

LAND $$/SF

Kyoya

$30,500,000

8/15/2015

0.66 ac

$1,060

King's Village

$41,250,000

10/12/2012

0.85 ac

$1,111

K3

$15,500,000

1/10/2012

1.39 ac

$262

Hyatt Regency Waikiki

$42,499,000

3/31/2011

0.63 ac

$1,548

PRICE:

NEGOTIABLE
Current Interior

10

FINANCIAL ANALYSIS
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© 2013 Blue Rock Partners, LLC. The information contained in this document has been obtained from sources believed reliable. While Blue Rock Partners, LLC does not doubt its accuracy, Blue Rock Partners, LLC has not verified it
and makes no guarantee, warranty or representation about it. It is your responsibility to independently confirm its accuracy and completeness. Any projections, opinions, assumptions or estimates used are for example only and do not
represent the current or future performance of the property. The value of this transaction to you depends on tax and other factors which should be evaluated by your tax, financial and legal advisors. You and your advisors should conduct
a careful, independent investigation of the property to determine to your satisfaction the suitability of the property for your needs. The Blue Rock Partners logo is a service mark of Blue Rock Partners, LLC and/or its affiliated or related
companies in the United States and other countries. All other marks displayed on this document are the property of their respective owners.

223 S King St, Ste 200 | Honolulu, HI 96813 | (808) 533-BLUE | www.bluerockhi.com

Fred M. Noa (S)

Anthony J. Hunt (B)

(808) 533-2583 x101
frednoa@bluerockhi.com

(808) 533-2583 x102
anthonyhunt@bluerockhi.com

