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November 24, 1961

Mr, Frank Midkiff

¢§n@sm$en&ymﬁﬁ. of Trustees
" Bishop Estaté

. 519 Halekauwlla Street
\lonolulu,-Héweai 1
Dear Frank,

I have heard that you issued & report on the

Bishop Estate over your signature on July 20, 1961 which

is quite informative,

If this is a public dooument I would like a few

copies for our files,
Thank you for your agslstance,

Yours very truly,

Thomas P, Gill




FRANK E. MIDKIFF

P. O. BOX 3466

B. P. BISHOP ESTATE OFFICE
519 HALEKAUWILA ST.
HONOLULU, HAWAII
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Section I

The Origin and Purpose of The Bishop Estate

&

The "Bishop Estate as the Estate under the Will of the Honorable
Bernice Pauahi Bishop, deceased, commonly 1is called, 18 one of the few
charitable landed trusts in Hawaii. As such, all the income of this
Trust 1s devoted to the public purpose of Education., Because of this
fact, it 1s a perpetual trust. Thls very significant point will be ex-
panded below. :

1

Under the cirdumstances, since all of the net income of thils trust
goes to educating boys and girls, it would seem that the public should
recognize and appreclate this basic fact and gratefully support such an
educational foundation.

Nevertheless, the Bishop Estate is the largest of all the private
landed trusts. And a large percentage of the land of Hawail is owned by
Government (421% by Government) and by some 118 other large estates and
corporations in Hawaii. Because of these facts, the Trustees constantly
are aware that persons, even of good will and intention, require a full
and current knowledge concerning the Bishop Estate and their sole bene-
ficiaries, the Kamehameha Schools, in order that they may understand and
support such a trust.

With such knowledge, the Trustees hope the attitude and understanding
of all may be constructive for this public serving foundation.

For this reason‘this booklet is written and the Trustees try to pre-
sent the facts fully.

The Great Mahele: Origin of all Landed Estates

There were three sources of the lands which came to Princess Bernice
Pauahi Bishop and which she by her Will composed lnto the Estate of the
Honorable Bernice Pauahi Bishop, deceased. These were: (a) from her
parents Paki and Konia, chiefs in their own ri ht; (b) from Akahi, a
chiefess Bernice called "Auntie Akahi"; and (c) from the various chiefs
of the Kamehameha line, chiefly through Victoria Kamamalu. Victoria's
lands in due course came to Ruth Keelikolanl (as described later herein)
and from her to Bernice Pauahl.

Such estates all started in the reign of Kamehameha III, often re-
ferred to as Kamehameha the Good, as hils father, the first ruler of all
the islandshad been known as Kamehameha the Great.

Kamehameha III by his "Great Mahele" of 1848 renounced his title to
the lands of the Kingdom in thelr entirety.

"crown Lands" and Goverrnment Lands

He kept many personally selected ahupuaas on the main islands as his
own. These were to support the Crown and were referred to as "The Crown
Lands." A half portion of these he designated as "Government Lands" for
the support of the Kingdom. But all the other lands he apportioned
amongst the chiefs and chiefesses 1n whom he had confidence, permitting
them to acquire Royal Patents establishing their ‘title. These chiefs




he also directed to set aside one third of their %rants to add to the
"Government Lands." When Kamehameha V died, the "Crown Lands" remaining
were merged into the "Government Lands," and at that time around one half
of all lands were Government Lands.

All three of the chiefs, Pakil, Konla, and Akahi, mentioned above,
had died same years before Bernice Pauahi passed away in 1884. (Paki
died June 13, 1855; Konia died July 2, 1857; and Akahi died October 8,
1877.) Their holdings were relatlvely not large nor very productive in
those days. Total area from the three was 25,569 acres. However, Bernice
Pauahi did enjoy the title and benefits of these lands for a few years,
Paki left such lands as Heela, 4,172 acres and Waialae-iki (Oahu) 1,608
acres; total 5,780 acres. Konia left to Bernice Pauahl, her daughter,
Keei, (S. Kona, Hawaill) 5,478 acres; Kaonohi, (Oahu) 1,603 acres, and
Lumahail, (Kauai) 3,150 acres; total 10,230 acres, Akahl's gifts included
Kaailpu, (Oahu) 10 acres; Kealia (S. Kona, Hawail) 7,300 acres; Makalawena,
(Hawail) 656 acres; Keei I, (Kona, Hawaii; 1,106 acres; Puuepa, (Kohala,
Hawali) 466 acres; and Ulupaalua, (Kohala) 19. acres or a total of 9,557
acres.

But the great bulk of the Bishop Estate came to Bernlce Pauahi from
her cousin Ruth Keelikolani. They were the lands Kamehameha III had
granted to his sister, Victoria Kamamalu. This total was around 400,000
acres. These Kamehameha lands Bernice Pauahi held only a few of the last
months of her lifetime, while she was suffering from a terminal disease.

These lands came to Bernice Pauahi in the normal way of inheritance.
They werg,willed to her Just as property 1is wllled by elders in any
American family to the younger relatives succeeding them.

Bernice Pauahl recelved no personal benefit from these latter great
Kamehameha lands. Her entire concern with them was to plan for their
highest use whereby her people might receive continuing benefit. Her
decision was expressed in her clear and conclse Will. Lands in Mrs.
Bishop's:.inventory at the time of probating her Will in 1884 totaled from
all Chiefs 431,378 acres.

. The Beginning of The Bishop Estate from The Great Mahele

To trace clearly the development of Mrs. Bishop's Estate 1t will be
advisable to go back again to the Great Mahele, And in showing the de-
velopment of the Estate through the years an effort will be made in thils
booklet to show how the development of The Kamehameha Schools rested upon
and progressed with the land development of her Estate.

Kamehameha III, author of the Great Mahele, had a cousin Alexander
Liholiho whom he made his adopted son and heir. Upon the King's death
in 1854, the Throne went to this Alexander Liholiho, who became Kamehameha
IV. After Alexander Liholiho's reign of about nine years, the Throne
passed to Lot (Kamehameha V), brother of Alexander Liholiho. These two
monarchs as well as Moses and their sister Victorla Kamamalu were the
four children of Governor Kekuanaoa of Oahu and his wlfe Kinau.

Kinau was Kamehameha III's half-sister and she had been the Kuhlna
nul or Premier after the death of Kaahumanu. Victoria Kamamalu was the
Premier succeeding Kinau. By the wish of Kamehameha III Victoria would
have succeeded to the throne after Kamehameha IV, providing he left no
children. However, Kamehameha IV appointed his brother Lot to be Kameha-
meha V. Victoria then would have been the next on the Throne, but she
died in 1866, six years before King Kamehameha V died. King Kamehameha
V asked Bernice Pauahl Bishop to succeed him, but she declined, prefer-
ring to serve her people in private life.




The lands known as the Kamehameha Lands (other than the "Crown Lands")
had been awarded 1in the Great Mahele by Kamehameha III to the several then
1living chiefs of the Kamehameha family, (amongst other trusted chiefs)
according to the understanding of what they were entitled to by the King's
Land Commission. Some of these Kamehameha famlly chiefs created trust
estates - in several cases charitable trust estates - of their lands.

Some "remaining Kamehameha chiefs'! lands, or those of them that had not
been disposed of from time to time by different owners, came down to Mrs.
Bishop as the last of the Kamehameha family." A great block went to
Victoria Kamamalu in the Great Mahele. When she died, the lands she had
owned and held intact without selling, reverted at her untimely death to
her father, Kekuanaoa, Governor of Oahu.

Kekuaraoa, after Kinau's death, married Pauahi., She was the aunt
of Bernice Pauahi Bishop. The elder Pauahl was the daughter of Pauli
Kaoleioku (the one recognized by Kamehameha the Great as "the child of my
beardless youth") and Keona. Kekuanaoa and this Pauahi had a daughter
Ruth Keelikolani. '

Paull Kaoleioku had at least two wives of record., In addition to
Keona, mentioned above, he had another wlfe, Luahine. Pauli and Luahine
had a daughter, Konila,.

Konia married Abner Paki. Their child was Bernlice Pauahl, who later
became Mrs. Bishop.

Thus Konia and the elder Pauahl were half-sisters. The daughters of
these two half-sisters, Bernice Pauahi and Ruth Keelikolani, respectively,
had one grandfather in common. This was Paull Kaoleioku, son of Kamehameha
the Great.

Bernice Pauahil and Ruth Keelikolani always referred to each other as
"eousin".

Kekuanaoa held those Kamehameha lands he had received from his daugh-
ter Victoria Kamamalu, from the time of her death in 1866 until he died
in 1868 two years later. He at his death passed these lands on to his
daughter Ruth Keelikolani who held them almost fifteen years until her
death in 1883. Ruth left the lands to "my beloved cousin Bernice'.

Bernice Pauahi held them during the few months after Ruth's wlll was
probated, until her death in 1884,

The Bishop Estate Created as a Perpetual Charltable Trust

Mrs. Bishop, at her death, by a Will carefully drawn and duly pro-
bated left all her lands to have and to hold, to flve Trustees and to
their heirs and assigns forever. The lands were to be used to erect and
maintain two schools, to be known as and called The Kamehameha Schools.
These first five Trustees were Charles Reed Blshop, husband of Bernice
Pauahi, Samuel M. Damon, Charles M. Hyde, Charles M. Cooke, and William
0. Smith.

Thus was derived and made perpetual our charitable trust, devoted to
educationﬂ known as the "Estate under the Will of Bernice P. Bishop,
deceased.

Such provision was characteristic of the sense of responsibility
that the highest chiefs had for their people. Other l1llustrations of
this are King Lunalllo's setting aside a landed trust for aged Hawallans;
Queen Emma a landed trust for a hospital; Queen Liliuckalanl a landed
trust for orphans, etc.
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Perpetual Charitable Landed Trusts Versus
Ordinary Private Landed Trusts

All friends of the Kamehameha Schools and the Bishop Estate and in-
deed the general public should recognize and appreciate the difference
between a charitable landed trust and an ordinary private landed trust.

The charitable landed trust has all its net annual income devoted
to a public purpose. It is this fact that justifies such charitable
trust to continue in perpetuity. To dismember and fragmentize such
charitable landed trust would greatly reduce the net annual income avail-
able for public purposes,

The Bishop Estate lands, devoted entirely to the public purpose of
educating boys and girls, is manifestly entitled to perpetulty.

Nevertheless 1t is the policy of the Trustees not to increase the
acreage of the Bishop Egstate. This estate now has ample land and it would
not be wise policy to seek to increase its acreage. As time goes on the
area will inevitably decrease. This will be due chiefly to government
takings for schools, parks, streets, and utility easements. When it is
practicable, the Trustees are glad to exchange lands wilth the State, Clty-
County, or Counties in order to provide needed sites and areas for public
uses. Sales made by the Trustees wlll be referred to later.

Perpetuity Calls for Fair and Competent Management

If the Trustees of a perpetual landed trust were to act as land
monopolists and grasp for more land or wlthhold land from the market or
exact unjust and unfair rentals simply because they possess lands in
specially desirable locations, then they doubtless would incur and merit
public criticism. Indeed such conduct might Jeopardize the perpetual
character of Mrs. Bishop's landed estate. The Trustees of our charitable
landed trust provide cooperation at all times in making their lands mos?t
highly useful and available, and in regarding the relationship of lessee
and lessor as a partnership. What 1s best for the Sﬁate in the long run
1s best for the Bishop Estate. The Trustees believe that no agreements
can be unfair and injurious to lessees and at the same time in the long
run be beneficial to the Bishop Estate. Conversely, they plan long range
programs to benefit the Estate and the Kamehameha Schools, for the definite
purpose also of benefiting the State.

Other Landed Trusts .

Private landed trusts were created to conserve benefits for private
parties -- the helrs of the Testator.

There are 23 private landed trust estates owned by Hawalians. These
comprise 9% of the total area of the State. Many of these were trusts
created by businessmen as a rule who had married chiefesses possessing
%and, and they were set up to.prevent the early loss of lands from the

amily.

There are about 35 large landed trusts belonging to non-Hawallans.
These comprise over 12% of the State's area. There are 52 corporatiens
rated as "large landowners (having over 500 acres each and) owning 20% of
the land.

Along with these are the eight charitable landed trusts that own 9%
of the area of the State. :




"Land Reform"

It is suggested that whenever "land reform" is raised as an issue,
a few sucqrfacts as the followlng always be borne_in mind:

1. Government itself owns 42i% of all the land in Hawaii. Possibly
the State might be expected to take the lead if holdings are to be frag-
mentized and placed in the hands of large numbers of individuals;

2. The trend to form corporations out of private landed trust

estates 1s a matter for careful appralsal wherever "land reform" is con-
sidered, since it would seem contrary to ancient law providing for distri-
bution of lands amongst heirs, subsequent to the death of the last helr 1n
being when the trust was formed. However, such distribution amongst heirs
poses great practical problems, including possibly serious financial drains
due to federal income tax on inheritances. There should be found a fair
solution to this problem;

3. The general social and economlc conditions are unusually favor-
able in Hawaii and have not been injured by the local pattern of liand
ownership. In fact our standards of living under existing land ownership
are high and far above the subsistence level all too common in small farm
and small plot areas;

4. Land owners decrease as density of metropollitan areas increase.
This seems to be inevitable. Only a small percentage of families own the
land of their homesites in New York, Chicago, San Francisco, and other
large metropolitan cities. Where population is dense in respect to avail-
able land, land costs tend to rise above the ability of most families to
purchase such land;

5. Perpetual charitable landed trusts, serving a public purpose,
merit perpetulty and the understanding support of the public. Lands of
such charitable trusts serve all the economic and social purposes of the
community, and the entire net income from such lands serves a public pur-
pose.

The Justification of History

There 1s a historic and justifiable conslderation due charitable
landed trusts all of whose net revenues go to a public purpose. Histor-
ically this is in contrast with private landed trusts all of whose income
‘goes to heirs so that in the latter, the public purposes are served only
by the tax on their income. This historical distinction is revealed by
the following facts:

(a) Charitable trusts historically and all over America are granted
perpetulty because they serve a public purpose and for as long as they.
continue in that purpose; . :

(b) Charitable trusts also are granted freedom from Federal and
State income tax because all of thelr net income serves a publlic purpose;
private trusts are not so excepted from income tax on revenues.

The basic difference 1is recognized in these ways.

Since, there does seem to be a historic and justifiable basic differ-
ence between charitable landed trusts and private landed trusts, in any
legislation proposed to take lands from large landowners, there should
be an exception made for charitable trusts serving a publlc purpose,
except in the case of eminent domain based on necesslty.
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The function of the Bishop Estate 1s to maintaln and operate the
Kamehameha Schools, thus providing the best possible education for as
many boys and girls as possible and to turn out annually as many "good
and industrious men and women" as possible.

The Morrill Act lands to support Land Grant Colleges are held 1n per-
petulty to aid in educating young men and women. The purpose of The
Morrill Act lands and the lands of the Bishop Estate are identical. They
both are lands set aside to flnance education.

Summary of Section I

The unification of all the Islands to form the Kingdom of Hawall was
accomplished by Kamehameha The Great about 1795.

This was of great importance. It ended Inter-island interneclne wars
and resulted in an orderly and peaceable government,

It also resulted in the King's holding title to all the lands on all
the 1islands.

This continued through Kamehameha II. However, Kamehameha III, in
the "Great Mahele", divided the lands amongst his trusted chlefs, includ-
ing chiefs of The Kamehameha line., He reserved several ahupuaas for him-
self as "crown lands" and others for the support of the government., These
latter were known as Government Lands. All chiefs were required to con-
tribute a third of their lands to the pool of Government Lands.

Princess Pauahi, the last of The Kamehameha line, inherited the lands
of Victoria Kamamalu, and also lands from her parents, Abner Paki and
Konia and from her Aunt Akahi. This was a normal descent of title from
parents to child and from elders to younger relatives.

She had no children. She decided to leave all her lands to endow
two schools, to be known as The Kamehameha Schools, for the purpose of
causing the students to grow up to be good and industrious men and women.

Mrs. Bilshop's lands thus became a charitable trust, serving the public
purpose of Education.

As a public trust, all net revenues serve a public purpose and hence
the trust 1s classified as and is entitled to be a perpetual trust.

Not only do all net revenues afford education to increasing numbers
of boys and girls: the lands themselves are kept and managed so that
their usefulness to the State and 1ts people 1is constantly growilng.




Section 1II

The Bishop Estate Development: First Stage

Mrs. Bishop's Estate, included about 431,000 acres in the original
inventory of 1884 and was at that time valued at about $300,000.

Development of this estate was very slow in the early stages.

As a result of the Mahele in 1848 hundreds of chiefs owned land.
And most of this land was a "drug on the market" for at least three de-
cades after the Mahele.

The first whaling vessel in the year 1820 put into Hawali for supplies
and to avoid the storms of the north Paclific during the winter. There had
been a few fur collecting vessels before that. But these whaling fleets
created new activity in the seaport towns. Year by year the people began
to move to the seaport towns and forsake the vast rural areas. Captailn
Vancouver and others had brought in cattle, sheep, goats, and horses
around 1793. These ran wild through the forests, multiplied, and des-
troyed the forest cover and water shed areas of many lands. Diseases re-
duced the Hawaiian population from 300,000 at the time of Captain Cook in
1778, to around 40,000 in 1890.

Land use dwindled generally. Many chiefs felt well advised to con-
vert theilr low productive lands into cash or securities. Many persons
discontinued paying taxes, which had accumulated against the lands long

after the productivity had dwindled or ceased. Newcomers often bought up
these lands at tax foreclosure sales. .

Beyond subsistence uses and the short lived sandalwood trade and
Civil War period sales to Californla, the only reliable market for pro-
ducts of the lands of the Kingdom was for replenishing ships' stores.

Then in 1876 something happened to turn the tide in values of many
lands. The Reciprocity Treaty signed by King Kalakaua was ratified by
the Congress of the United States of America. Thereupon sugar and
Hawaii's products could be shipped into the United States duty free.

Sugar production took a spurt. Laborers were imported in increased
numbers from many lands to grow cane. New areas were cleared, tilled,
and planted to sugar cane. Certaln other agricultural products were ‘
grown. Ranches were established. Such developments occurred chiefly on
Government and large estate lands.

Large Ownerships Alded Industrialized Agriculture

Though the Bishop Estate lands are extensive they are less than one
fourth of the lands owned by the government.

Land in Hawail as mentioned above 1s owned, in a very substantlal
part, by the government. The State itself owns about 34% of the land of
this State (1,415,000 acres). Also the Federal Government owns 317,000
acres and the Counties 11,000. This gives a total of 1,743,000 acres or
42%% of the State's total area of 4,117,000 acres as owned by Government.
Many corporations, trusts, and individuals own large tracts of land in
Hawail.




Since the lands were in large areas of ownership, usually having
been ahupuaas and other large divisions owned originally from the Great
Mahele by the Chiefs, they lent themselves to large scale plantation and
ranch operation. This fact has been essentlial to the development of in-
dustrialized agriculture.

Lands Retailned

I

Unlike most other Chiefs, including most of the other Chiefs of the
Kamehameha line, Mrs. Bishop directed that her Trustees not sell her lands,
but keep them and manage them. Thls has been of key significance in the
development of the Blshop Estate from the beginning.

The lands of the Bishop Estate scon became increasingly devoted to
agriculture and related uses. The income was still very low during the
years when the plantations were becoming established, but increased gra-
dually thereafter.

A review of the income and the assessed valuation of the lands of the
Bishop Estate, generally by decades from 1890 up to the time of World War
II, tells the story in this respect.

Table of Occasional Land Inventories and of Estate
Income at Decade Intervals Prior to World War 11

100% Tax Assessor's
Values K/S Income for
Year Area in Acres¥* Land & Improvements Enrollment Year

1884 431,378 $ 300,000. ——-— $ 30,683.

1890 s 35 49,850.
1900 2,141,758. - 109,500.
1910 3,452,477, 311 172,332.
1917 373,677 4,794,657, 307 238,443,
1920 - 8,618,360. 331 361,606.
1922 374,741 8,871,633. 324 342,149,
1930 - 9,970,015. 448 653,344,
1932 375,693 10,117,632, 367 598,888.
1937 374,693 11,928,313. 354 645,208,
1940 374,657 13,886,482, 371 656,030.
* Inventory flgures for intervening years not recorded.

See page 23, for later inventories and page 25 for sales since World
War II. Real property values shown are 100% of Tax Assessor's full value.

It will be seen that during this period the holdings of the Bilshop
Estate have decreased from 431,378 acres to 374,657 acres, or a total
reduction of 56,721 acres. Most of this decrease was in a large sale of
around 51,740 acres to Molokal Ranch during the time when Mr. Charles R.




Bishop was president of the Board of Trustees. The purpose of that sale
was to permit the development of the American Sugar Company plantation,
which it was hoped would benefit the economy of the Kingdom and increase
the value and economy of the other lands the Bilshop Estate owned on
Molokal. However, the artesian wells relied upon to furnish water for
the growing of the cane soon began to produce salt water and the American
Sugar Company on Molokal falled.

‘ Another large sale on Molokai was in 1935 when the Trustees sold
Halawa Valley to Helen Irwin Fagan, whose husband, Paul Fagan, had a grand
project to rehabilitate the valley for the benefit and occupation of the
Hawalian people. The venture did not catch on at all. It was the Trustees!
hope that this project to aid the Hawallan people also would enhance the
value of the Trustees' remaining lands of Kamalo and Keawanul. But these

two lands stlll await the hoped for development oﬁ'a Tourlst destination
area there. %

Bishop Estate Development Potentials

To understand the development potentials of the Bishop Estate lands
it is necessary to survey the location, the climate, the soll quantity and
quality, the rainfall, etc. of the lands throughout the State, and also to
consider population.

Forest Uses

On all the islands around one-third of the entire area is devoted to
forest reserves in order to provide water sheds. Manifestly, these lands
are serving a very important and essential use. The State and the large

land owners at all times requlre the essential nature of such forests and
preserve and develop them carefully. At the present time, consideration
is being given to a long term possibility of developlng forest procducts 1n
addition to water from these areas. The Trustees of the Bishop Estate
actually antedated Government in preservation of watersheds and forests.
Substantial sums have been spent by the Trustees throughout the years to
develop a forestry program on Estate lands. All the while thils has pre-
served and increased the water catchment capabilities of the forest areas.

However, there are on the Big Island, large stretches of land above
the timberline. These are cold and dry areas. They are covered to a con- '
siderable extent with lava flows and contain gulches and very sparse vege-
tation. One of the highest uses of these lands at present is as a training
area for the Armed Forces. Hawali is fortunate in having such areas where
a substantial strength of the Armed Forces may go through maneuvers,
firings, etc. Without such, the Armed Forces could not remain 1n con-
siderable strength and add so greatly to our economy.

Also, in the lee of the mountains on all the islands there are great
stretches of land where rainfall 1s very scant. The climate is arid and
desert conditions prevail. So far, except on Oahu where ample arteslan
water is available, such areas remain in very low production, providing
only scant grazing. The problem of bringing water to large sectlons of
such areas is a tremendous undertaking resting with the future. Maul
island leads rain water to substantial areas of arid land. Molokal at
present 1s far along in a tunnel project to serve dry lands. Hawail 1sland
has some valuable long ditches for this purpose.




Most Lands Yield Relatively Low Incomes,
Income Based on Land Arabllity

Actually, at present only a little over 8% of the land in Hawail is
arable. Other substantial percentages of the i1slands have slopes of over
20% in grade, and hence, are not suited to home site development.

The land holdings of the Bishop Estate generally follow the pattern
of the State lands and the lands of the other large land owners in this
respect. However, 10% of the Bishop Estate lands are arable or usable
for home sites. Thils is a trifle higher than the conditions of State
lands as a whole. Nevertheless, 90% of the Bishoo Estate lands are sulted
only to relatively low income use and development and annual rebturns [from
this portion of the holdings are only 1.28% of the total returns to the
Estate. The high income evolves from home sites and commercial and in-
dustrial areas in the low and usually arable lands. These areas comprilse
only 10% of the lands but produce 98.72% of the total Bishop Estate
revenues .* -

* See page 11 for percentage of revenuss by use classification.

Lands on Various Islands

Most of Mrs. Bishop's lands (291,000 acres or 78.8% of the Estate's
holdings) are on the Big Island of Hawail where Kamehameha the Great was
born. These lands were specially beloved by Kamehameha the Great and by
Kamehameha III and 1t was natural that the latter should retain these lands
for his own at the time of the Great Manele. Oahu is next, with 60,073
acres (16.3% of Bishop Estate land - about 15% of Oahu's total land area).
Bishop Estate holdings on three other islands now are relatively small:

Kauail -~ 10,735 acres or 3% of the tctal Estate land; Molokail - #,715 acres
or 1.3%; and Maul - 2,546 acres or .6% of the Estate land holdings.

Use Made of Bishop Estate Lands: Trustees! Pollcy

In order that the income from the Estate may be devoted to the opera-
tlon and maintenance of the Kamehameha Schools, the Estate lands have been
made available for all uses suitable in the State. Thls has been the Trus-
tees' pattern of development. Thus, on Bishop Estate lands will be found
sugar and pineapple agriculture, small farms, ranches, forest reserves,
animal husbandry enterprilses, residential sites, hotels and apartments,
commercial and industrial developments. The Trustees have planned so that
these developments serve this State in all appropriate ways and the lands
are used not only for private services, but also for many public purposes
as well, including parks, schools, highways, churches, etc.

The leasing of Bishop Estate land has been carefully planned and con-
sumated through the years to serve the most constructive uses to which land
can be put. The Estate Trustees hold themselves responsible to the Court
of Equlity and the public in these things so that by all proper criteria
thls charitable trust is administered to serve the State and its people
wholly and in keeping with the highest public policy.

In general, the Trustees durling the early decades found little to
galn by actively promoting the development of the Blshop Estate lands. It
probably would have been a futlle waste of money so to do. The land was
there, and around 1890 artesian water was developed, thus making lands on
Oahu much more productive. Local business men accumulated capital, formed
new corporations, and sought out good land as rapidly as they could augment
the labor supply to work it. Practically all Bishop Estate lands for the
last fifty or more years contlnuously have been under lease or otherwise
serving the needs of Hawall.




The Trustees certainly have maintained a cooperative role in develop-
ing the local industries and agriculture. They have made carefully drawn
and model leases for long terms at reasonable rates.

"Keep the Lands and Manage Them"

As stated above,this mandate in Mrs. Bishop's Will has proved the key
directive and policy responsible for the growth in the Bishop Estate value
and income. Since 1876 almost up to World War II, rentals of lands to pro-
duce sugar, a good export product, were the chilef source of income. ILater
came pineapples, other agricultural items, and ranches. But chiefly of
course the modern increase of population required added residential, com-
mercial, and industrial lands; this has glven the Estate its blg growth.

Land Incomes Classified by Land Uses

The relative percentages of income from various uses of Bishop Estate
land show that at present 73% of the annual rentals are derived from resil-
dential, commercial and industrial lands. 22% of the revenues come from
aﬁricultural and farm rentals. The remainder comes from "Miscellansous"
(43% of total income from golf courses, schools, fishponds, churches,
kindergartens, etc.) and very small receipts (1/2 of 1%) from grazing and
forest uses.*

New Bases of Economy Emerging for Hawaii

Today, our economy is no longer wedded to the basic agricultural 1n-
dustries. A new and broader base of light industries has been esvablished,
supplying many things which formerly had to be imported. Large industrles
too are being solidly established. And following this industrial growth
is the inevitable increase in local population, added to by the immigra-
tion of many permanent residents. Since World War II military uses of
lands result in revenues to the State about equal to all other sources of
income.

Bishop Estate lands and revenues have followed the general pattern in
Hawail and fairly may be said to have kept in the vanguard.

A Great Educational Foundation

The Bishop Estate 1s becoming one of America's great educational
foundations. It is similar to the lands set aside by The Morrill Act of
Congress and signed by President Abraham Lincoln in 1862 to provide opera-
t%ng revenues for "Land Grant"” colleges and universities in each then
state.

Our own most helpful educational foundation, The Blshop Estate, large-
1y is due to Mrs. Bishop's directive to keep her lands and manage them.
These lands, through sound management, have grown as Hawall has grown.

Landed estates whose Trustees were directed or who elected to dispose
of the lands and convert the proceeds into cash or A-1 Securlties have
grown relatively lnsignificant, comparatively.

It is the education of boys and girls, the sole use and purpose of
the Bishop Estate, that gives the Estate its character and justification.
The Princess had no other objective in mind in creating this estatbe.

¥ For revenues based upon land classifications, see page 1l1l, and for post
War Years page 17.
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Bishop Estate Land Reduction

In addition to losses by eminent domain, areas have been sold at
times but always in keeping with the provisicns of Mrs. Bishops Will.
Thls was to secure funds for new Kamehameha School buildings or otherwise
"for the best interest of my estate".

Sales Prior to World War II

Dates Prior to World War ITI When Tracts were Sold in Fee or
Taken by Government

Year Tract Acres
1898 Molokal Ranch Sales 46,500
1912 Beach Walk 10
1920 Hawalil Voleano Park, Keavhou (to U.S. Gov't) 12,025
1922-9 St. Louis Helghts, Kalmukil 68
1925 McInsrny Tract, Kapalama 152
1925 Niolopa and Kawananakoa Tracts 20
1926-8 Bingham Park Extensicn, Kapaakea = 28
1927 Kamehameha Park _ 5
1928 Manca Uplands Tract 47

1928 Koko Head Park (taken by City-County) 1,200

1935 Halawa Valley, Molokal (to Helen Irwin Fagan) 8,547
1935 Molokai Ranch Sales 5,240
1939 Dole Street Tract, Kapaakea 3

Now there did not appear to be any real "land hunger" for any of
these fee simples tracts. Until about 1940 there was no real shortage of
homes in Hawail. A few subdividers had made money; many more had pocketed
losses over the years. ,

There were really only two or three of the above tracts sold in fee
simple that went quickly: Bingham Park Tract, which seemed a natural for
small homes at the foot of Manoa Valley; and the Saint Louis Helghts tract
near St. Louls College and on a beautiful, close-in ridge. Developing
huls handling the McInerny Tract made quick money on the first third of
the lots but failed to break even on the tract and went through the wringer
because of the costly, slow moving, steep upper third. Other tracts moved
very slowly and developers were lucky to break even on them as a rule.

Some Other Lands Taken by Government Pricr to World War II

. During the period prior tc World War II there were taken by eminent
domein many parcsls of Bishoep Estate land, particularly within the City
of Honolulu. Amongst these were the sites for: Smith Street Playground,
Kalakaua Intermediate Scheel, Kapalama Park, Farrington High School,
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Library of Hawail Kalihl Brsnch, Kapalama Elementary School, and many
other school and park siltes. Also taken have been hundreds of acres with-
in the City of Honolulu for subsidized hcousing, new streets, street and
highway widening, stcrm drains, sewer easements, light and power easements,
ete.

There were also sales for church sites from time to time. The Trus-
tees are cooperative in providing land for church sites in their subdivi-
sions. These are provided on low, long-tsrm leases and generally on right-
of~-purchase leaseholds unless purchased outright.

Reallzations from land sales for the mest part have been used ‘Yo build
new, needed bulldings at The Kamehameha Schools. In certain cases, some
of thess funds have been plowed back to improve land standing in low use,
thus creating new subdivisions and resulting in increased income to
operate The Kamehsmeha Schools.

Leasing

During these 57 years since the inception of the Trust in 1884 and
prior to World War II thers developed markets here and there for leasehold
residential lots. The people of Honolulu, and more recently in Hilo,

" having had fair treatment by the Bishop Estate Trustees, rely upon them to
maintain goocd subdivision standards and in many cases prefer leaseholds to
fee simple lots.

Trustees Leasehold Policy

In fact, 1t 18 a lLaslc desire and objective of the Trustess that their
leaseholds should be preferred. The Trustees are responsible for a landed
trust directed to be for the public benefit, and therefore to be rerpetual,
Their lands are to be kept and managed, and are to be offered to the public
as leaseholds. It ls essential that in the long run, they be preferable to
fee simple lots. This may sound strange to malihinis but it is an in-
teresting fact., The Trustess cherish it and recognize that it is & necessi-
ty for a perpetual landed charitable trust.

Today it is plain good business for firms to build on leased land,
since they can save capital funds for other uses and can charge legse
rentals off as proper business expense dsductions in income tax rebturns.

The Bishop Hstate Trustees' leasing policies include such general pro-
cedures as fixing rentals for residential leaseholds at 3% of the fair
value of the land. Values are usually in line with the Tax Assessor's
appraisals when such are regarded as equitable. Shoreline residential
lots are leased at a 33% rate. Commercial, industrial, and hotel-apart-
ment areas lease at &% of the fair value of the land. Agricultural rentals
are usually at 5% or on a percentage basis.

The Trustees give preference to the lessee occupylng the land if such
lessee has improved the area. Exceptions occur when the area is neeaded
for some higher use.

The residential improvements do not revert to or tecome the property
of the Estate at the end of the lease; they belong to the lessee. Other
improvements, up te their residual value, do revert to the lessor.

In cases wherzs there are many times the number of applicants as com-
pared with the number of available lots, the Trustees usually give out the
lots in chronological order of application; or at times, especially in the
case of business lots, applicants are allowed to bid for the lots.




. In the few subdivisions developed by the Trustees themselves, in
order to recoup the sums spent on offsite improvements, these costs are
apportioned amongst the several lots and lessees pay for them in advance
in whole or one-half, and such payments are credited as prepaid rent over
the first 20 years of the lease.

If leaseholds are renewed, the Trustees make a fair allowance and

credit for the value of any remaining portion of the lease term, thus
modifying the new rental rates.

Bishop Estate Subdivision Standards

Subdivision standards set by the City and County of Honolulu have
evolved over decades of experience in our city with its growing population
density, until the requirements are at least full and adequate if not in-
deed in some cases burdensome and highly expensive. This applied chiefly
to the preparation of the physical features of the subdivision, the off-
site improvements, including sewerage disposal, streets, curbs, gutters,
gidewalks, storm drainage, lightsg, power, grading, etc.

But there are important features not covered by the City-Countby
ordinances that can be administered in a leasehold subdivision but that
seldom can be applied in a subdivision of fee simple lots. The Bishop
Estate Trustees carefully control setback lines, major view charanteris-
tics, addition of later improvements lest such tend toward erowding aand
slum qualities, etc. The Trustees alsc endeavor to insure that thelir
lessees and assigned sublessees are of good character and qualify as good
neilghbors. This latter is one of the most difficult yet at the same time
most valuable controls that home builders in a selected subdivision can
secure for their peaceful enjoyment and the lasting values of their in-
vestments,

Bishop Estate Leasehold Subdivisions Prior to World War IX

Amongst the leasehold areas developed during the years prior to World
War II were such as:

1915 The bungalow subdivision on filled land in Kakaano
1916 Kaiwiula Subdivision

1916 & 23 Waialae Subdivisions, Ssctions at g "o

1923 Kahala Beach Subdivlisicn
1926 Maunalua Beach Subdivision
1938 Maunalua Acre Farm Lots
1939 Portlock Subdivision

Kakaako area was filled by Hawaiian Dredging Co., Ltd. and payment
for the job was made in land - then a swamp and slough, including the area
of the present Ala Moana Shopping Center. There was a great need for
simple homes for Hawaiian famllies and these were provided in Kakaako by
the Trustees. Pohukaina School, Mcther Waldron Park, and the Murlel Kin-
dergarten were provided sites to serve the neighborhood. This rssidentlal
area inevitably became infiltrated with commercial and industrial atructures,
and a residential area deteriorated into slums in due time. Recently 1t hasi
yielded almost entirely to industrial and commercial uses and lessees have
invested millions of dollars on thelr Bishop Estate leaseholds. Such im-
_provements for higher use of course yield much higher tax revenuesg for
the State.




The Maunalua Farm Lots were designed to provide subsistence for
persons working in town; and for small truck and flower growers. They
were very popular at the time. In due time as real property taxes rose,
the large lots were sublet in part and crowded conditions develcped. The
area now 1is being developed systematically and under a fine plan by Mr.
Henry J. Kalser and Assgoclates for single-family residences.

In fact, studies having revealed a proper market, with popuiation on
Cahu slowly but steadily increasing, all the above leasehold subdivisions
moved well and today yield increased and continulng revenue to cperate The
Kamehameha Schools. All the whille the homeowners' equitlies in these sub-
divisions continue to increase in value. '

Slow Developmant of Hawall and The Bishop Estate
in Rarly vears

From a review of the foregoing flgures for new leaseholds and result-
Ing income, 1t is clear that although there were surges forward from time
to time, there also were recessions along the way. The Territorial economy
and the Bishop Estate developed gsteadily but not spectacularly during this
"First Stage of Development". There were long periods when the develcpment
of . the Territory and nearly all lands was very slow.

At no time prior to World War II 4id Bishop Estate revenues reach a
million dollars per year. After essential operating expenses, it was
found that any expansion of The Kamehameha Schools' enrollment during these
years had to be made with serious forethought and caution. There were a”
few years when the cost of operating The Schools exceeded the avallable
income.

Summary of Sectlon II

The original estate of Honorable Bernice Pauahi Bishop includea some
431,000 acres, located on most of the islands..

During the following years some sales occursad when land was needed
to bulld new school buildings, or when 1t was believed to be for the best
interest of the estate, until tcday the total area is around 37¢,000 acres.

Land productiveness and use increased very slowly for some years.
However, ag sugar cane became more important and profitable; and as laborers
to grow it could be imported, the lands were moved to higher agricultural
and residential uses.

All Bishop Estate lands are being used by individuals or corporations.
Some lands are dry, lava covered, or above the timber line. Others are
fit only for grazing so far. Around a third of all lands are serving as
,water sheds and forest reserves, thus supplying the State's basic needs.
Only about 10# of all Bishop Estate lands are arable, This is a little
‘better average then the State lands, which are 81% arable,

The key to increased value and revenues of the Bilshop Estate has been
the directive in Mrs. Bishop's Will, that her Trustees should not sell
her lands, but keep them and manage them, except in two cases: (1) when
funds are needed to erect new buildings at The Kamehameha Schoole, and (2)
when it 1s for the best interest in her Estate.

Through the years, these lands have increased in use and value so
that the Bishop Estate 1s becoming one of the world's great educaticnal
foundations.

/' The Trustees objective 1is to keep theilr leaseholds as desirable as fee
simple lands. Their leasing policies and management are fashioned to this
end.

Prior to World War II the annual income never reached a million
dollars. Kamehameha Schools enrollments were in proportion.
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Section III

The Second Staze of Blshop Estate Development: Since World
War 11 Up to June 30, 1961

In 1940 the Bishop Estate had 2,298 leases and 196 tenancies, Today
there are over 4200 lsases and over 500 tenancles. At present the nuaber
1s increasing quite ateadlly esch year.

Stets Economls Expanglon Agcelerated

There has bean remarkable ecconomlce expansion in Hawall during i
fifteen years since the end of World War II up to the end of 1960, ¢
particularly sinece Statehcod in 1959.

¢ The progress of "the Sixties" has reuwsined accelerated so far i
1961.

Three r2ascns gensrally are glven for these advances:

Flrst, The develcpmant of Defenge actlvities and poeture in ths
Paciflc, with a great share of the essential installations and astivities
therefor focused on Oahu;

Second, the great growth in Tourlam whilch has been alded by tremsn-
dously lncreased Jet alr transit; and

Third, the influence of Hawall's tecomlug the Fiftleth State,

The Blshcep Estate has shared amply in these state wlde economic
advances.

BERNICE P, BISHOP ESTATE ~ LAND STATISTICS*
8 ol June

Approximate Percentage
1. Areas ~ Islands¥ Acres of the Ilslisnd

Oahu 60,073.182 15.00
Hawailil 290,985 .338 11.32
Kaual 10, 735 487 3.00
Maui ‘ 6.057 .60
Molokai _ 7;5 820 ‘ 1.30

Total Acreage 369,055,874




BERNICE P, BISHOP ESTATE - LAND STATISTICS (continued)

2. Total Acreage in Variocus Uses ~ Islands of Oshu, Hawall, Kaual, Maul,
Molokal*

% of %
Use Acres Total Acge. Income Derived

Business & Industrial 277.036 0.08 37.24
Residential 2,873.955 0.78 35.73
Agricultural 20,219.27 5. z lﬁ.28
Farm 10,841.71 2.9 6.90
Miscellaneous 2,632.937 .71 k.57
Grazing 193,449.230 52.42 1.27
Forest 82,580.870 22.38 0,01
Waste 56,120.859 15.20 -

Totals §6250°§.8Z4 100,035 100.00%

Total Number of Leases and Tenancles for Varlous Uses

A, Lesges Total Qzhu Hawall Maul Mol Kaual
Use Classification

Business 224 193 31

Coffee 439 439

Easement 122 112 8 1

Diversified Farms 421 304 101 : 14
2

Grazing 44 1 39
Hotel Apartment 3C 29 1
Industrial 27 3
License

Pineapple

Residentlal

Sugar

Forest Reserve

Other

Totals

B. Tenancles

Use Classlification

Business
Easement
Diveraified Farm
Grazing
Industrial
License
Residential
Other

Totals

*3ee pages 10 and 1l for statistics dQuring pre War years.
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A year prior to World War II and during the four long years of war
there was no chance ncr were there any materials available to bulld houses.
A serious and large shortage of homes developed. Meeting this demand
created a market for house lots on Bishop Estate and other available lands,
In proportion there heas been an increage in commercial and industrial sites.
The Estate's two close-in city areas, Kakaako and Kapalama, have proved
very desirable for such last named improvements.

Increasing numbers of tourists have created Jobs and added materially
to the dollars turning over in Hawall, thus enabling many persons to pur-
chase homes, Also new hotels and many new apartment bulldings have gone
up. Some of these lmprovements are on Blshop Estate lands on Oahu.

The effects of attailning statehood have been fantastic even if prob-
ably chlefly psychological. But with Hawaill's natural beauty and wonder-
ful climate well known and with nation wide publicity resulting from the
area's becoming one of the 8States of the Union, dramatic interest has been
shown in the development of the i1slands.

Local and even mainland firms, the latter too often with scant back-
ground Jjustifying thelr activities, have bought land, subdivided it and
made fabulous profits simply on reselling it. In most cases, such sub-
divisions on the nelghbor islands have stood undeveloped, no homes or
improvements in sight on them.

However; subdivislions on Oahu both in fee simplie and leasehcld lots
have been going fast so far. Turnover after turnover has resulted in
profits as a rule. It 1s believed that this procedure now is coming to
a deflnite slowdown because sites are beginning to exceed demand in many
types of enterprises and homes. There, however, is still a gresat need
for houses for familles above the subsidy level but below the inconme level

required for homes costing $18,000.00 up.

A table below gives details of Bishop Estate residential subdivision
development on Oahu from the end of World War II until June 30, 1960,

This shows that during the perlod there have been developed 2,639
new homesites on Blshop Estate land on Oshu alcone. Several small subdivi-~
sions have heen opened on Hawall also.

BISHOP ESTATE ,
RESIDENTIAL SUBDIVISIONS DEVELOPED ON OARU BY BISHOP ESTATE 1945 TO 1960
(SINCE WORLD WAR I1)

Totel Number
of Lots

Kaelepulu Subdivision) )
Keelepulu Subdivision) 16k
Keelepulu Subdivision)

Waialae Xahala Subdivision) .
Waelalae Kahala Subdivision) 60

Lowell Tract - Kokea and School 37
Kuapa House Lots - Koko Head 30
Maunalua Beach Subdivision - Extension 2l
Kaialiu - Coyne Street 20
Kahala Subdivision - Addition 5
Kohou Street Subdivision 14
Waialae Neighborhood Tract A 98

Total Lots
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RESIDENTIAL SUBDIVISIONS DEVELOPED ON CAHU BY BISHOP ESTATE 1945 TO 1960 (CONT'D)

Total Number
of Lots

Kailua - Kaelepulu : 20
Kapalams - School Street 130
Waialae-Kahala - Tract C 108
Kepalams - Vineyard Street 13
Kahala - K/S Beach Reserve 5
Waialae-Kahala (Tract D) 85
Waialae-Kahals (Tract E) 96
Waialae-Kahala (Tract &) 75
Waislae-Kanala (Tract F) 104
Kapalams: - School Street 13
Kealaolu House Lots, Extension #1 5

s

Total Lots

Kealaclu House Lots, Extension #2

Waislae Golf Course Subdivision

Kawailoa Reach Subdivision, Section "E”
walalae-Kanala (Tract "H")

Walalae-Kanalsa {Tract "J")

Aina Koa Subdivision (Fee Simple)

Kawailoa Beach Subdivision, Sec. "E", Extr. #1
Maunalus 3each Lots, Extension #2

Total Lots

Waialua Depot Lots
Mahuks Subdivision
Pohaku Street Extension
Raluanui Beach Lots
Gol?f Course Subdivision
Golf Course Addition
Kamehamens Terrace
Enchanted Lake Estates
- Central Cahu (Bishop Museum Land)
Kalani Iki Subdivision

Total Lots

Grand Total



Maunal.ua

VARIOUS BISHOP ESTATE DEVELOPMENTS COMPLETED SINCE 1960, UNDER CONSTRUCTION
OR PLANNED - ISLAND OF OCAHU f{As of 6-30-61)

Planned
Under (Sub ject Method of
Hubdivision Development Completed Constr. to Change) Development

A. Residential - No. of Lots 1961%%
Waialae Area
Waialae Nui Ridge, Sec. 1, Unit A 76 Developer
Waialae Nui Ridge, Sec. 1, Unit B 86 Undecided
Waialae Nui Ridge Future 397 " '
Waialae Nui Valley 63 92 Developer
Waialae ITki View Lots, Units II & IIA 238 Trustees
" it " " s Unit III 270 1"
" " " ", Future 351 Undecided
Wiliwili Nui Ridge Subdivision (# 1lots on BE land) 80 Developer
Waialae Golf Course Extension 34 Trustees

Hawaii Kai (total about 11,700) Developer
Maunelua Triangle Unit I ' v
" " Unit II 76
Koko Kai (Bay View Lots) 78
Other Hawaiil Kal Areas 11,215

Enchanted Lake Estates (total about
1,006 - Keelepulu)
Unit II Leveloper
Unit IIA "
Unit VA . "
Other Units 8u8 "

Heeia 2,500

Punaluu 329 Undecided
Kaluanui Undecided "
1

Waialua "

1
i

Central Oahu (total about 11,415) DevelEper
*Helawa 5 651 i
*Kalauao 1,573
*Waiau 1,940
*Wa iaws 5,730
¥Walawa - Manans 1,000

Total Lots ' 350 27z§50
Resldential Grand total completed under

construction, or planned for coastruc-

tion during first half 1961

B. Commercial -~ Acres 1 1 o
- Kapalama 3.20 : Trus. & I.D.
. Kekaako 18.9 (improved since 1951) Indiv. lessees
Waialae 22.9 5.66 Trus. & I.D.
Hawaii Kai : 158 Developer
Enchanted Lake Estates 35+ "
Heeia 62~ "

Waialua Undecided Undecided
*Central Oahu L Developer

Total Acres

Commercial Grand Total (Acres)
*Subject to revised acreage use plan to be submitted by developer.
**Note: There are areas of Central Oshu, of Kaelepulu, of Heeia and of Waialua to note & few -

where firal plars are not yet available for construction. Such areas are capable of
providing several thousand additional homesites, including some apartment aress.
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VARIOUS BISHOP ESTATE DEVELOPMENTS 1961 (CONTINUED )

Planned
Under (Sutject Method of
Subdivision Development Completed Constr. to Change) Development

C. Industrial - Acres
Kapalams ' 28.08 18.19 I.D.
Kakasko .80 (improved since 1951) Tndividual
. lessees

Hawaii Kai 125 Developer
Heeia 27 "

#Central Oahu 177.50 "

Total Acres . 347.69

Industrial Total Acres 393.57

D. Hotel and/or Apsrtment

" Kaheka Tract I.D.
Waialae 12.5 Developer
Waialae Nui Valley : . Trus. & I.D.
Kepalama Imp. Dist. Unit 2 11.5 I.B..

Hawaii Kai 1h44.9 Developer
Enchanted lake Estates 26 + "

Heeia : 193.2 "
Waialus ] Undecided Undecided
*Central Cahu 152.71 Developer

Total Acres 540,81

Hotel and Apartment Total Acres 580.66

All data is from 1) subdivision plans, 2) Developers' general use plans, or 3) engineers
retained by the Trustees

*Sub ject to revised acreage use plan to be submitted by developers.




Summary for 1961

The most striking table is the last one above showing that since
1960, during the first half of 1961, with projections in the immediate
future, the Bishop Estate has completed, under construction, or planned
for earliest development the following (figures herewith summarized at
mid-year 1961).

Bishop Estate Developments During First Half of 1961

Under
Completed Constr. .Planned Total

Residential lots " 350 1,044 27,250 28,664,

‘Commercial acres 45 5.66 299,45 350.11
Industrial acres 17.80 28.08 347.69 393.57

. Hotel and/or Apartment
acres 9.05 30.8 540,81 580.66

Provision of such facllities will go a long way toward supplying any

existing demand. The Bishop Estate has other areas not yet ready to be
included formally under the "planned" column above.

Puture Expansion

The Trustees believe that the Bishop Estate 1s on the threshold of
considerable expansion of educational advantages for the children of Hawaii.
This is podssible’ because of their great yleld-producing expansion of E§tate
- lands., e

But the field of land development in Hawaii is extremely competitive.
Many other landed estates and corporations, particularly on Oahu, are
developing areas as fast as they can market them. The Trustees of Bishop
Estate consider it necessary and in the best interest of the Estate to move
into these new areas of extended service only under the considersd opinion .
and advice of experts in the flelds of land management and land economics,

New potentials of educational services to more boys and girls depend
upon the further development of the land., Every effowt is being made to
secure new developments with adequate capital for such.

However no one safely can say that the Bishop Estate lands will surely
increase in income steadily at the accelerated rate of these recent years
indefinitely into the future. Some think Oahu already is becoming over-
built and the rate of increase must level off.

Economists estimate that no later than mid 1963 the supply of houses
for persons able to purchase such without subsidy, will exceed the demand.

Development of Bishop Estate Lands on Neighbor Islands

To date it has been difficult to team up with developerslwho are able

to secure adequate financing to develop potential tourist destination areas

on the Bishop Estate lands in Kona, and Puna on Hawali, and on Molokai.
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We now have one developer - Hualalail Development Corparation - committed
to spending hundreds of thousands of dollars on our lands of Kaupulehu,
Island of Hawaii. Possibly others may be found to undertake the risks of
developing hotels, golf courses, etc, on even better Kona sites. These
are amongst the concerns and hopes of the Trustees.

For as tourlst facllities develop on our neighbor islands, there also
will be created new Jobs, new moneys in circulation; new related businesses
and services; new demands for homes. All this will ald the neighbor islands
to raise the use value of their lands and the revenues from them. The .
Bishop Estate stands to share in all such developments, provided the Trus-
tees are able to arrange with competent developers with adequate financing
to develop their landas on the neighbor 1slands. Here also there is very
keen competition. '

Official Reports of Estate begress

The reports the Trustees are required to file with the courts, or
other official records announced in the press, show what has been the trend
since World War II up to the end of fiscal year June 30, 1960.

100% Tax Assessor's Income for K/S Enroll-
Year Acreage* _ Values . the Year ment

1945 (Gradually | $1,167,668. 763%*
1946 gﬁgﬁp}%ﬁg A 1,231,056, 778
1947 iiiﬁgi§"of | 1,188,108, 916
1948 33?22 > 1,300,249, 969
19#9 371,306 $ 15,282,450, 1,523,844, 1,001
1950 370,215 29,577s535. - 1,472,114, 1,108
1951 370,213 29,622,467, 1,576,101. 1,159
1952 370,201 30,231,003, 1,631,279, 1,237
1953 370,192 31,360,030. 1,798,969, 1,232
1954 .376,158 34,491,323, 1,720,543, 1,262
1955 370,127 36,352,248, 2,061,011, 1,288
1956 370,046 36,223,147, 2,097,352, 1,385
1957 369,968 62,324,670, 2,428,595, 1,528
1958 369,236 655,089,035 2,708,122, 1,659
1959 369,065 71,188,392, 2,749,092, 1,714
July 1, 1960 368,928 4,197,783, 3,038,203, 1,759

Dec. 30, 1960 172,338,783 . %#*

*#*The land acreage inventories are changed only very slightly year by year.
(See page 8 for inventories prior to World War II). Decreases since World
War II are due chiefly to takings by Government by eminent domain for
public purposes., In recent years sales have been small.

*#*In 1943 the Preparatory Department was reopened and started out with
over 300 day students. In 1960 its enrollment was over T750.

#*%#The Legislature in 1959 .passed an Act directing  (inter alia) that land
should be assessed on the basis of 1ts highest use, whether it 1s at the
time put to such highest use or not. '
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This was a main cause of a great Jump in real properiy values as set
by the Tax Assessor during 1960. Ancther cause was the greatly increased
nunber of new subdivisions that suddenly had sprung up. Many of the new
subdivisions as yet are not completed, but the Tax Assessor's values seem
to anticipate the worth of the sites when their new use is declared and
planned and approved by the City Officials,

The Jjumps in real property values due to Statehcod have been fantastic
and often economically unjustifiable. Present assessed values of the
Bishop Estate as shown in the above table reflect this fact.

The annual increases in Bishop Estate real property values were rather
steady up through 1953. Then there was a $3.1 miliion Jump. This was
followed by the $26.Z miliion jump between 1956 and 1957. Another $6.1
million jump came after 1958, followed by a $3 million increase after 1859.
But the tremendous wallop came due to Statehood and fantastic spesoulative
land deals., These caused the Tax Asgessor to increase the Bishop Egtate }
real property values more than 100% in 1960, from %7%,2 miliion to 3172.3

ol
|
i

million. This was an increase in value of over $§9 million.

Doubiless the ‘fax Assessor's values were on the low side prior to

1950.

In 1950 The Bishop Estate from all sources had an income of nearly 5%
on the then asgessad value of the real property.

This ratic of »eturn held fairly steady until 1957. At that time
there was a new and oversll Tax Assessor's appraisal which ralsed the values
$26.1 million. Revenuss for that year showed a return of a 1ittle less i
than 4% and this rate held steady until the big boost iu Tax Assessork
values in 1960.

At presen®t Tax Assessor's values of $172,338,783 for the real property
of The Bishop Estabe, the rate of return overall during the current year
is expected to run te¢ only around 2-1/3%.

It appears, therafore, that the Tax Assessor has anticipated future
values for our lands. It will be many years - if it ever occurs - bsefore
the returns on our resal property again average 4% or over, However, it 1s
believed that the value cf Bishop Estate lands will increase as the years
go by and hence these lands are the bast investments thab our Trust can
possess.

Every effort will be made by the Trustees, using most competent devel-
opers to increase revenues flowing from the lands.

Certainly the demand for more educational services on the part of the

increasing numbers of boys and girls of Hawalian bleood requires such ur-
gent action.

Some More Recent Land Salegs and Takings

- Since World War II, while leasing has been golng on steadily, there
also have continued acreage losses through both eminent domain and sales.

In 1958 the Federal Government took a further 2,053 acres of land to
increase the area of the Hawail Volcano Park. In 1959 the Trustees made
164 acres available in order to round out the program to develop the Clty
of Refuge Historical Park as a National Shrine. The Trustees sold in fee
approximately 7C acres to create 333 Veterans' homes in Aina Koa (Wwaialae,
Oahu). Remnant acres of 79.48 and 99.47 acres were dispcsed of in Manoa
for fee simple home development and a further remnant of 78.46 acres was
sold in Kalihl Valley. .



Rtfcunv.es

In tabular form the chief sales on Oahu alone - not including takings
by Government - are as follows:

AREAS ON OAHU SOLD IN FEE BY BISHOP ESTATE
TO HOME DEVELOPERS FOR RESIDENTIAL SUBDIVISION
.. 1945 TO 1958

Area in Acres

Laimi Tract 6.68

Manoa Uplands Tract Extension 29.97

Kaaipu Tract . 6.49 35
St. Louis Heights Tract Extension 200.201 225
Halawa Heights Tract 58.800

Kawalolena ' 1.350 5
Puaena Tract 2.566 ' 21
Varsity Tract 4,430 22
Booth Tract Extension 9.231 56
Kamoku Street 3.2 20
Aina Koa 70.00 333
Bishop-Manoa 79.481 340
Manoa Valley (Pukaomaomao) 79.481 336
Kalihi (Maluawail) 78.460 80 (Estimate)
Manoa Gardens 99.466 .. 400

Manoa (Kamoelspo) 4,082 16 (Estimate) |

Total 134.188 Acres 2,309 Lots

(See page 8 for areas sold prior to World War II)

y
e

During the past few years as new freeways, highways, streets, public
utilities, schools and parks have multiplied rapidly, the demand for Bishop
Estate acres has increased :and in this way, through eminent domain, sub-
stantial areas of Bishop Estate land have been made available for public
use. Likewise the new subdivisions have required many new church sites.
All these takings the Trustees recognize to be in the public interest and
essential in the development of first class subdivisions.

Causes of Estate Income Increases

. One of the causes of the annual income increase has been the fact that
when old long-term leases explre, they have been renewed at values commen-
surate with the up to date tax assessor's appraisals, or roughly so. Said
assessor's appraisals although they hold relatively steady prior to 1950
tend to be quite high in recent years.
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Another and much more remarkable reason for income increase has been
the willingness of vigorous development huis to secure funds from Mainland
Insurance Companies and other sources including home loans guaranteed by
the Federal Housling Administration and Veterans' Administration, and under-
take the development of large areas of Bishop Estate land on Oahu.

Three 'of the largest of these enterprises on Bishop Estqte lands are
(a) The combination of Joseph Pao and Associates and the American Factors,
Limlited to develop the Bishop Estate lands of Halawa, Kalauao, Waiau and
Waiawa in Central Oahu; (b) The undertaking by Mr. Henry J. Kaiser and his
enterprises to develop the entire 6,000 acre landsof Maunalua on the east
end of Oahu; and (c) Joseph Pao and Associates to develop the great Kaele-
pulu Pond area on Windward Oahu, together with adjacent Kula lands.

Further, there are two developers now undertaking to develop the

Ahupuaa of Heelia. Thomas McCormack and Hasegawa and Assoclates have divid-
ed this area and are moving to improve and market it.

Some Trustees' Services in Developing Lands

The Trustees themselves for the most part have developed the lands of
Kahala and Waialae on Oahu. This development is affording séme of the
City's most attractive homes. Now a superb residential,and self-contained
subdivision, with over 700 homes, churches, schools, 2 shopping center, the
area less than ten years ago was occupied by a few small farms only.

Use of Mortgage Loan Funds

Although the Trustees have used only comparatively small sums of
Estate funds in these recent and projected great developments, they have
secured, arranged with, and supervised developing huls and organizations
to do most of their developing. These huls have been able to acquire
mortgage loan funds on a scale running into hundreds of millions of dollars.
With these available mortgage loans, individual home owners, business firms,
etc. are able to make the offsite improvements as well as to erect the
homes, office buildings, apartments, warehouses, etc. Such loans are most-
ly guaranteed by Federal Housing Administration.

In the vast majority of raw land development, the Trustees have been
able to secure competent development organizations. These huis of their
own initiative secure many millions of dollars and employ such great sums
to raise the use of the Bishop Estate lands, thereby increasing real prop-
erty tax revenues and also income to operate the Schools.

So far these developers have operated at a profit in their coopera-
tion with the Trustees.

The expenditures for offsite improvements convert the raw land into
improved land, thus making the land more valuable and remunerative after
the perliod during which the offsite improvement costs are amortized.

In fact it would be imposslible to have made the great strides during
the recent years in developing this Estate, except for the ability of the
Trustees to secure and cooperate with such development groups.

Residential improvements belong to the lessees and there is no in-
crease 1n later rentals based on such added improvement values.

The great bulk of Bishop Estate land improvements is in residences.
Although the sums spent to erect these are vast and run into hundreds of
millions of dollars, these do not directly show increased corpus assets
of the Trust. However, all such carefully planned improvements convert
raw land to highly improved land, which therefore indirectly increases
the values of the land and the assets of the Trust.
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Commercial, industrial, hotel and apartment improvements, however, at
the end of the lease term revert to the lessor and these increase the corpus
of the Bishop Estate and hence the rentals charged on the renewed leases.

Net Revenues After Estate Operating Costs are Used for K/S

Not all of the total annual revenues of the Bishop Estate are avail-
able to operate the Kamehameha Schools. The management of the large landed
Estate with its more than 4,200 leases and over 500 tenancies, and with
these increasing by substantial numbers each year at present, requires not
only the responsible services of the five Trustees but also the services
of a staff of around 70 employees.

Such staff has the approval of the Court and is regarded as reasonable
for the size of our Estate and the huge volume of real property transactions
in the management of it.

In addition, the Court has sanctioned the Trustees' use of some reason-
able portion of accumulated surplus income for the improvement of such lands
as 1n the Trustees' opinion, immediately when developed, will yield sub-
stantlally increased revenues for the operation of the Schools. The Trus-

- tees are using some such income currently, in limited amounts, to effect
the excellent improvements in the Waialae-Kahala section of Oahu., By this
method the highest type of residential subdivision is resulting. However,
in so far as corpus funds are available for developing these subdivisions,
such corpus funds are used, and income therefor used very sparingly,
saving 1t to increase enrollments at The Kamehameha Schools.

The effect of such land development, much more than any increases in
- staff and concomitant expenses; are evident just at present and are shown -~
- in the following comparative figures:

*Bishop Estate Expense,

Including "Special Ser-

vices" for Surveyors,

Planners, Attorneys, Net Available for
Year Annual Revenue Engineers, Etc. Kamehameha Schools

1930 $ 653,344, $ 218,174, $ 435,170,
1940 656,029, 223,767. 432,262,

1950 1,472,114, 367,681, 1,104,433,
1960 3,038,203. 1,021,889, 2,016,314,

*¥Note: The expense of operating The Bishop Estate not only includes the
salaries of bookkeepers, secretaries; accountants, and also Trustees'
commissions. Because 1t 1s a very large landed estate this expense con-
tinuously includes the cost of "special services" rendered by attorneys,
lease documentalists, surveyors, englneers, foresters, water experts,
draftsmen, tax experts, appralsers, etc. Such special services cost a
large part of the present annual operating expenses of The Bishop Estate,
Just as 1s true with other landed trust estates.

As the subdivisions become completed and revenues therefrom arise;
the services required from specialists are expected to decline, thus re-
ducling the expense of operating thils large landed estate. At present we
are in a period of extensive development. Since World War II Bishop Estate
revenues as well as operating expenses have advanced steadily each year.




Bishop Estate Land Planning

While the above steady increase in land use has been taking place,
the Trustees have had development plans prepared for practically all their
- nands on the Big Island - in Kona, Kau, Puna and Hilo.

Similarly, plans have been devised for the high development of the
Trustees' lands on Kauai and Molokai.-

Accomplishing this land planning for all of the Bishop Estate lands
has been one of the important contributions made by the Trustees since the
War. In fact, much of this planning has been decided upon and undertaken
during the last five years.

Planning to Reverse a Damaging Trend

The earnest plan of The Bishop Estate Trustees' is to increase annual
revenues s0 that necessary, widening services and benefits may be rendered
Mrs. Bishop's people today. This is an endless task, never to be accom-
plished as fully as the Trustees hope. Necessarily thils is the case be-
cause the Hawaiians and Part-Hawaiians are increasing so rapidly in numbers.

But there is a basic and further design as part of the overall develop-
ment of The Bishop Estate.

The great bulk of Mrs. Bishop's lands are on the Big Island of Hawail.
There also are substantial areas on Molokai and Kauai. From these areas
the Hawallians withdrew and left ruins of hundreds of settlements. They
moved to .the seaport towns where there was promise of employment and where
money was in circulation.

This old trend away from the land has resulted fh serious conseguences
“2to the Hawaiian people and to the State.

It has been very difficult to restore economic operations and popula-
tion to these neighbor island areas. Several small fortunes have been
sunk in Kona, for example, in attempts to grow sugar cane, tobacco, sisal,
hemp, vanilla, cacoa, citrus, and other agricultural products.

Coffee 1s still a hope, though possibly 1t 1s becoming a frail one.
Ranching extends over vast acreages but ylelds very low returns. Macadamia
nuts and bananas are being trled, &lso forestry, papalas and acerols.

But the Trustees believe that the best prospects for future increased
usefulness of the Kona and other Big Island lands - as well as the Molokal
and Kaual lands - lles in developing tourist destination areas.

The natural beauty of these areas, the very agreeable climate, the
recreational possibilities - all things combine to indicate a hopeful
future in this line of endeavor.

It is planned that there shall be six or eight tourist destination
areas in Kona. These wlll provide many Jjobs, call the people back to the
area, and rehabilitate lands that were deserted in the middle 1800's.
Similar developments are belleved possible and planned for Puna.

However, the Trustees yet are to make adequate contacts with enough
competent developers and time apparently must elapse before the tourist
destination areas reach full fruition. Such ventures are risky from an
investment standpoint. Trustees of a charitable Trust cannot use their
income for such ventures, even if the net annual income were not all re-
quired to expand and maintain The Kamehameha Schools' program.




The Trustees continually endeavor to interest large mainland capita-
lists t0o undertake these developments. In due time, thelr efforts must
bear fruit. '

. This wise planning is leading to the sound and orderly growth of the
State and the improvement of the general economy and standards of living,
as well as to the increase in income from Bishop Estate property and the
increased enrollment at the Kamehameha Schools accompanying this.

This program of development not only has added thousands of new home-
sites, and business, industrial, and hotel-apartment sites; it has meant
that the hundreds of millions of thelr own dollars that developers and
lessees are ploughing into the Blshop Estate lands have made these lands
more useful and much more productive of tax revenues. Such, of course, 1s
of great beneflt to the State and County governments.

An indication of this aid to government revenues is indicated in the
following figures showing real property taxes annually pald on Bishop
Estate lands:

Real Property Taxes Pald on Blshop Estate Lands

Real Property Real Property
Taxes Paid Year Taxes Paid

$806,322. 1956 $ 796,035.
784,005 . 1957 906,234
825,612, 1958 1,114,047,
760,072, 1959 1,225,558,
645,185, 1960 1,551,266,
T7775837. 1961 2,074,576,

Beneflits From Bishop Estate Land Development Program

Thé_Trustees desire to take an affirmative and constructive approach
to improving the use of thelr lands.

Since World War II they have been very active in bringing their lands
to higher uses.

The land development program as shown in the tables above have im-
- proved land use and value.

It has definitely increased the tax base and tax revenues of the
State.

It has made thousands of new homesites availlable.

It has improved and provided many acres of very useful commercial and
Industrial sites close within the city.

It has made many new farms available.

It has provided new apartment and hotel sites.




It has had its full share in developing and providing school sites,
parks, playgrounds, streets and public utility easements and sites.

2,500 of the homesites provided by the Trustees have been fee simple
lots. The remainder are leaseholds.

All this has contributed to the improved economy of the State., Also,
as required in Mrs. Bishop's Will, it has increased revenues avallable for
educating more boys and girls at The Kamehameha Schools.

The Trustees recognize that they now are in a "buyers market" and they
seek the cooperation of all interested organizations in their constructive
approach further to develop The Bishop Estate for the benefit of these
Schools and the State.

The Kamehameha Schools Development

!
Mrs. Bishop left her lands to her Trustees to keep and manage and J

develop them solely in order that the income therefrom might provide the

most desirable and effective education for boys and girls. [

The Trustees serve as Trustees not only of this largest landed estate
but also of The Kamehameha Schools; which Mrs. Bishop directed them to
erect and maintain and operate.

-Since their appointment by Mrs. Bishop the five Trustees including
Charles Reed Bishop, the husband of the Princess, and theilr successors
have followed the Will of Mrs. Bishop earnestly. That Will is "the pole
star to gulde the Trustees".

The Trustees work everyday at their growing tasks. They hold regular
Trustees' meetings twice each week, one of these meetings being called the
Trustees' School meeting. Special meetings are held very fregquently and
the Trustees are conferring constantly amongst themselves and with their
staff to advance the interest of the Estate and the Schools.

The Trustees appoint a special school committee. They assign the wide
varieties of estate and school work not only to their staff but also to
individual Trustees. Each Trustee has his own special capabilities and
background of training and experience. This combination of the thinking
and services of five Trustees has proved to be a very wise provision by
Mrs. Bishop in her Will.

The Trustees are allowed commissions for their services. The percent--.
ages for these are less than percentages allowed by statute for Trustees!
commissions in private non-charitable trusts. Alsc the Trustees have
renounced all commissions on any revenues from The Kamehameha Schools and
_on "final payments" for construction of buildings and improvements at The
Schools although such are allowed by statute,

They employ a competent staff to aid in administering the Estate and
the Kamehameha Schools.

The record of thelr trust 1s certainly subject to scrutiny by the
public and the courts at all times.

Kamehameha Schools' Program Advances With Bishop Estate
Development ‘

There would be danger in discussing Bishop Estate land development with
out tying it in throughout with the Kamehameha Schools educationzl services -
development. The Bishop Estate, a perpetual, charitable landed trust,
would have no Jjustification or meaning except through the operation of The
Kamehameha Schools as purposed by Mrs. Bishop in creating this Estate.
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This brings us to an appraisal of what is being done, as revenues 1in-
crease, to make education on a high level available to more of Hawaii's
children in line with the tenets of Mrs. Bishop's Will. Development of
the Bishop Estate is for the sole purpose of and must go hand in hand with
the development of The Kamehameha Schools. The foundation and The Schools
are a unit.

The 1960-61 Kamehémeha Schools Survey

To make certain that the most gocd for children of Hawaiian lineage
continuously is reaiized, it was decided to procure the services of educa-
tional and management specialists of unquestioned experience and prestige
to explore avenues of improvement at both the Kamehameha Schools and at
the Bishop Estate Office.

Thus in 1960 the Trustees of .Bishop Estate launched a full survey of
the present operation and the future development of the Kamehameha Schools.
This survey is being conducted by the firm of Booz, Allen and Hamilton
under the direction of Dr. Lawrence Wilsey. The team 1s composed of out-

standing leaders in the fleld of educatlion. Amongst them are Dr. William
R. Odell of Stanford University, long a student and advisor of public :
education in Hawaii. The team includes also other educators and educational
economists including Dr. Carl G. Burness, Dr. P. H. Hanna, Dr. Harold C.
Hand, Dr. Kenneth J. Rehage, Dr. D. R. Hegstrom, and Dr. Edward J. Burnell.

As part of the study, the firm of Harland Bartholomew and Assoclates
is being called upon to advise the Trustees concerning the most desirable
future development of the campus and bulldings at the Kamehameha Schools
to implement the educational recommendations of the survey.

The 1961 Bishop Estate Office Survey

At the same time, the Trustees are employing the firm of Peat, Marwick,
Mitchell & Company to study the operation of the Estate O0ffice to recommend
concerning the efficiency of the present operation and make recommendations
for the future, considering the increased workload confronting this office.

. Just as the survey of the Kamehameha Schools 18 to show how best to
educate more boys and girls, so the survey of the Estate operation together
with the Planning by experts to disclose the highest uses of all lands, is
for the purpose of increasing the usefulness of the Estate to Hawaill and
her people and increasing the income from the trust to expand the educa-
tional services of the Kamehameha Schools.

This 1s believed to be consonant with good trusteeship of both the
Estate and its beneficlaries;, the Kamehameha Schools.

Well qualified planning organizations are assisting in advising .the
Trustees how best to move Bishop Estate lands now in the lower classifi-
cations of use, into classes of higher use and income production through
residential, commercial, hotel and apartment, and industrial development
planning. Already underway, 1s the exploration of possibilities relative
to converting some grazing lands and also hitherto undeveloped shore lards
into mountain home sites, resort, hotel and recreational areas, and making
available additional industrial and commerclial sites. On the planning
boards of surveyor and architect there have already shaped up development
possibilities for the Nelghbor Islands.




Purpose of The Kamehameha Schools' Survey

This survey of the Kamehameha Schools 1s for two primary purposes:

1) To disclose to the Trustees and their Administration of The
Schools possible improvements in present operations; to discover where
economies may be effected; to see that present services are afforded eco-
nomically and carried on effectively, and to determine whether or not the
present curricula and activities are the best that can be devised to develop
Kamehameha students to thelr highest capabilities.

2) To advise the Bishop Estate Trustees on the best method of expand-
ing educational services in view of anticipated increases in Estate
revenues.,

The educational group has studied several possibilities such as the
following:

(a) Improving and broadening the curriculum of the Kamehameha
Schools;

(v) Increasing enrollment in regular as well as summer school courses
on the present campus at one or all levels of primary, lntermediate and
hilgh school;

(c) The feasibility of adding a Junior college, and also

(d) The very attractive possibility of providing scholarship grants
for post secondary education in other institutions. This latter is a
matter that would require a favorable court decision;

(e) The group will research the possibility and advisability of ex-
tending the schools' services to other centers of Hawaiian population
possibly by providing special aid to Hawaiian children in specific locali-
ties by supplementing the programs of the present public schools now
serving them. This might serve to prepare children on the Neighbor Islands
for enrollment in the Kamehameha Schools as well as for better work in the
public schools of their communities.

Development Urgent and Continuous

The Trustees know that the task of increasing the usefulness of
Bishop Estate lands is an endless one. It i1s also an urgent one because
there never can be enough revenue produced to care for the education of
all the Hawaiian children who wish to enter the Kamehameha Schools. There
are now over 30,000 Hawailan and part-Hawalian children in the islands
between the ages of five and nineteen, the age span covered in Mrs. Bishop's:
Will. This number is increasing each year. '

The trend to decrease the Hawailan population has been reversed. To~
day the Hawalians and Part-Hawailans are increasing rapidly in numbers.
Soon this ethnic group will equal in size even the largest other groups
and in due time will equal or éxceed all other groups combined.

From these increasing numbers must be developed adequate numbers of
leaders and competent producers of goods and services for Hawaii.

The obligation of the Estate therefore is clear cut. Possibly the.,
Surveyors' idea of adding some effort and support to the established pro-
grams of the public schools in areas where Hawalian children are concen-
trated, may prove a most economical and practicable way to ald such greatly
increased numbers.




The Schools Founded by the Princess

Before drawing the Will which created the Bishop Estate, Princess
Pauahi Bishop earnestly took stock of the urgent needs of her people. She
had seen the people of her race decline in numbers from 300,000 to less
than 40,000. They seemed to have lost hope in theilr future. She herself
had attended a Christian Boarding School. She decided that education
would be the most constructive legacy to leave her people, affording them
the qualities needed to hold thelr own and become good and industrious
citizens of the community.

Since the Kamehameha Schools are sole beneficiaries of the Will Mrs.
Bishop then drew up, more and more children will be educated as the income
of the estate grows.

The Kamehgmeha Scﬂbols' Services in the Future

Today’ there are occurring significant changes amongst the population of

Hawaii. The Hawaiian and Part-Hawalian people are increasing rapidly in
numbers. Soon this ethnic group will equal even the largest of the other

groups and in due time will equal or exceed all others combined.

From these increasing numbers there must be developed adequate numbers
of leaders and producers of goods and services for the State.

A modern, jet-age Hawall calls for modern young men and women to cope
with its opportunities. Hawaill 1is now one of the sovereign states of the
greatest nation on earth. Those who master modern science, modern govern-
ment, and the human relations of the late decades of the Twentieth Century
must be broadly and deeply educated.

It is the Trustees' plan that through the revised and improved programs
of the Kamehameha Schools, the revenues from Mrs. Bishop's estate will aid
and go far to accomplish such results.

Through the constantly improving academic program on the campus, the
occupational program, the extension aid to public schools particularly in
centers of Hawailan population, and through a scholarship assistance pro-
gram, it is planned that the Kamehameha Schools will accomplish in teday's
critical situation as much as and more than Mrs. Bishop could have hoped
for the benefit and spiritual renewal of her people.

The Campus

The available land for the schools' Kapalama-Kalihi campus is comprilsed
of two ridges and two valleys totaling 426 acres. The present school build-
ihgs occupy about 90 acres of the main ridge so there is room for consid-
erable future expansion at that site if recommended by the Survey Team
and/or decided upon by the Trustees.

To the large, attractive campus on Kapalama Helights, many new perma-
nent and attractive school buildings have been added during the last decade.
Since World War II, this expansion program at a cost of $3,885,000 has
enabled the schools to bring student enrollment to 1,960. Land and improve-
ments of the schools are currently valued on the books at around
$9,000,000. Replacement costs today would be much greater.

It is believed that the campus of the Kamehameha Schools may become
widely extended to touch in a comparative and helpful way many other
sections of Hawaii. This would be ald extended through the public school
system itself. For thils the approval of the Court will be required.
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"A Great Educational Foundation"

The Kamehameha Schools are outstanding in thelr ‘endowment; develop-
ment and purpose not only in Hawail but throughout the United States. The
Trustees endeavor to place particular emphasis always upon the quality and
leadership of faculty and administration. This 1s reflected in the facts
that graduates are taking thelr places successfully in the island's
businesses, industries, and professions, and that graduates regularly win
appointments to West Point, Annapolis, U. S. Alr Force Academy, and the
Coast Guard and Merchant Marine Academies. A large majority of the gradu-
ates proceed to colleges or technical institutions of post secondary educa-
tion for which the Kamehameha Schools prepare them well.

Preceding tables have shown the annual enrollment figures for The
Kamehameha Schools. At present the size of the annual graduating class has
reached 222 boys and girls. In a few years we hope that the number can be
expected to approach 500.

The quality of education is improving at Kamehameha.

Now thousands of these "good and industrious" young people are con-
tinuing to develop their capabilities in many forms of post-secondary
education or in learning on the job. The effect of ‘Mrs. Bishop's Estate
on the Hawailan people, and on this State and our Nation will be what our
benefactress deslired and directed in her Will.

. Friends in The Kamehameha Councll therefcore . are urged to cooperate
in carrying on the great mission of the Bishop Estate and The Kamehameha
Schools.

The pride of the Hawailan pecople in the Estate and The Kamehameha
Schools provided by their Princess Pauahl and their support of the Estate
are exceedingly important.

A}
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Akl Mian.

Frank E. Midkiff, Trultee

Honolulu
July 21, 1961
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Section I

The Origin and Purpose of The Bishop Estate
{

4
The "Bishop Estate' as the Estate under the Will of the Honorable
Bernice Pauahl Bishop, deceased, commonly is called, is one of the few
charitable landed trusts in Hawaii. As such, all the income of this
trust 1s devoted to the public purpose of Education. Because of this
fact, 1t 1s a perpetual trust. This very significant point will be ex-
panded below. :

i
Under the circdumstances, since all of the net income of thilis trust
goes to educating boys and girls, it would seem that the publiec should
recognize and appreciate this basic fact and gratefully support such an
educational foundation.

Nevertheless, the Bishop Estate 1s the largest of all the private
landed trusts. And a large percentage of the land of Hawaii is owned by
Government (423% by Government) and by some 118 other large estates and
corporations in Hawaii. Because of these facts, the Trustees constantly
are aware that persons;, even of good will and intention, require a full
and current knowledge concerning the Bishop Estate and their sole bene-
ficlaries, the Kamehameha Schools, in order that they may understand and
support such a trust.

With such knowledge, the Trustees hope the attitude and understanding

of all may be constructive for this public serving foundation.

For this reason‘this booklet 1s written and the Trustees try to pre-
sent the facts fully.

The Great Mahele: Origin of all Landed Estates

There were three sources of the lands which came to Princess Bernice
Pauahi Blshop and which she by her Will composed into the Estate of the
Honorable Bernice Pauahl Bishop, deceased. These were: (a) from her
parents Paki and Konia, chiefs in their own right; (b) from Akahi, a
chiefess Bernice called "Auntie Akahi"; and (c¢) from the various chiefs
of the Kamehameha line, chiefly through Victoria Kamamalu. Victoria's
lands in due course came to Ruth Keellkolani (as described later herein)
and from her to Bernice Pauahi,

Such estates all started in the reign of Kamehameha III, often re-
ferred to as Kamehameha the Good, as his father, the first ruler of all
the 1slandshad been known as Kamehameha the Great.

Kamehameha III by, his "Great Mahele" of 1848 renounced his title to
the lands of the Kingdom in their entirety.

"Crown Lands" and Government Lands

He kept many personally selected ahupuaas on the main islands as his
own, These were to support the Crown and were referred to as "The Crown
Lands." A half portion of these he designated as "Government Lands" for
the support of the Kingdom. But all the other lands he apportioned
amongst the chiefs and chiefesses in whom he had confidence, permitting
them to acquire Royal Patents establishing their title. These chiefs




he also directed to set aside one third of their %rants to add to the
"Government I.ands." When Kamehameha V died, the "Crown Lands" remaining
were merged into the "Government Lands," and at that time around one half
of all lands were Government Lands.

All three of the chiefs, Paki, Konla, and Akahi, mentioned above,
had died same years before Bernice Pauahl passed away in 1884. (Paki
died June 13, 1855; Konia died July 2, 1857; and Akahi died October 8,
1877.) Their holdings were relatively not large nor very productive in
those days. Total area from the three was 25,569 acres. However, Bernice
Pauahli did enjoy the title and benefits of these lands for a few years.
Paki left such lands as Heela, 4,172 acres and Waialae-iki (0Oahu) 1,608
acres; total 5,780 acres. Konia left to Bernice Pauahi, her daughter,
Keel, (S. Kona, Hawaii) 5,478 acres; Kaonohi, (0Oahu) 1,603 acres, and
Lumahai, (Kau.i) 3,150 acres; total 10,230 acres., Akahi's gifts included
Kaalpu, (0Oahu) 10 acres; Kealia (S. Kona, Hawaii) 7,300 acres; Makalawena,
(Hawail) 656 acres; Keei I, (Kona, Hawaiig 1,106 acres; Puuepa, (Kohala,
Hawaii) 466 acres; and Ulupaalua, (Kohala) 19. acres or a total of 9,557
acres.

But the great bulk of the Blshop Estate came to Bernice Pauahi from
her cousin Ruth Keellkolani. They were the lands Kamehameha III had
granted to his sister, Victoria Kamamalu. This total was around 400,000
acres., These Kamehameha lands Bernice Pauahil held only a few of the last
months of her lifetime, while she was suffering from a terminal disease.

These lands came to Bernice Pauahi in the normal way of inheriltance.
They werg,willed to her just as property is willed by elders in any
American family to the younger relatives succeeding them.

Bernice Pauahl received no personal benefit from these latter great
Kamehameha lands. Her entire concern with them was to plan for their
highest use whereby her people might recelive continuilng benefit. Her
decision was expressed in her clear and conclse Will, Lands in Mrs.
Bishop's: inventory at the time of probating her Will in 1884 totaled from
all Chiefs 431,378 acres.

. The Beginning of The Bishop Estate from The Great Mahele

To trace clearly the development of Mrs. Blshop's Estate 1t will be
advisable to go back again to the Great Mahele. And in showlng the de-
velopment of the HEstate through the years an effort wlll be made in this
booklet to show how the development of The Kamehameha Schools rested upon
and progressed with the land development of her Estate.

Kamehamzna III, author of the Great Mahele, had a cousin Alexander
Liholiho whom he made his adopted son and helr. Upon the King's death
in 1854, the Throne went to this Alexander Liholiho, who became Kamehameha
IV, After Alexander Liholiho's reign of about nine years, the Throne
passed to Lot (Kamehameha V), brother of Alexander Liholiho. These two
monarchs as well as Moses and their sister Victoria Kamamalu were the
four children of Governor Kekuanaoa of Oahu and his wife Kinau.

Kinau was Kamehameha III's half-sister and she had been the Kuhina
nul or Premler after the death of Kaahumanu. Victoria Kamamalu was the
Premier succeeding Kinau. By the wish of Kamehameha III Victoria would
have succeeded to the throne after Kamehameha IV, providing he left no
children. However, Kamehameha IV appointed his brother Lot to be Kameha-
meha V., Victoria then would have been the next on the Throne, but she
died in 1866, six years before King Kamehameha V died. King Kamehameha
V asked Bernlce Pauahl Blshop to succeed him, but she declined, prefer-
ring to serve her people 1n private life.




The lands known as the Kamehameha Lands (other than the "Crown Lands")
had been awardecC in the Great Mahele by Kamehameha III to the several then
living chiefs of the Kamehameha family, (amongst other trusted chiefs)
according to the understanding of what they were entitled to by the King's
Land Commission. Some of these Kamehameha family chiefs created trust
estates - in several cases charitable trust estates - of their lands.

Some "remaining Kamehameha chiefs' lands, or those of them that had not
been disposed of from time to time by different owners, came down to Mrs.
Bishop as the last of the Kamehameha family." A great block went to
Victoria Kamamalu in the Great Mahele. When she died, the lands she had
owned and held intact without selling, reverted at her untimely death to
her father, Kekuanaoa, Governor of Oahu. ‘

Kekuaraoa, after Kinau's death, married Pauahi. She was the aunt
of Bernice Pauahi Bishop. The elder Pauahi was the daughter of Paulil
Kaoleioku (the one recognized by Kamehameha the Great as "the child of my
beardless youth") and Keona. Kekuanaoa and this Pauahl had a daughter
Ruth Keelikolani, '

Pauli Kaoleioku had at least two wives of record. In addition to
Keona, mentioned above, he had another wife, Luahine. Paull and Luahilne
had a daughter, Konia.

Konia married Abner Paki. Theilr child was Bernlce Pauahi, who later
became Mrs. Bishop.

Thus Konia and the elder Pauahl were half-sisters. The daughters of
these two half-sisters, Bernice Pauahi and Ruth Keelikolanil, respectively,
had one grandfather in common. This was Pauli Kaoleioku, son of Kamehameha
the Great.

Bernice Pauahli and Ruth Keelikolani always referred to each other as
"ecousin".

Kekuanaoa held those Kamehameha lands he had received from his daugh-
ter Victoria Kemamalu, from the time of her death in 1866 until he died
in 1868 two years later. He at hls death passed these lands on to his
daughter Ruth Keelikolanl who held them almost fifteen years until her
death in 1883. Ruth left the lands to "my beloved cousin Bernice',

Bernice Pauahi held them during the few months after Ruth's will was
probated, until her death in 1884,

The Bishop Estate Created as a Perpetual Charitable Trust

Mrs. Bishop, at her death, by a Will carefully drawn and duly pro-
bated left all her lands to have and to hold, to five Trustees and to
their heirs and assigns forever. The lands were to be used to erect and
maintain two schools, to be known as and called The Kamehameha Schools.
These first five Trustees were Charles Reed Bishop, husband of Bernice
Pauahli, Samuel M. Damon, Charles M. Hyde, Charles M. Cooke, and William
0. Smith.

Thus was derived and made perpetual our charitable trust, devoted to
education, known as the "Estate under the Will of Bernice P. Bishop,
deceased.

Such provision was characteristic of the sense of responsibility
that the highest chiefs had for their people. Other illustrations of
this are King Iunalilo's setting aside a landed trust for aged Hawallans;
Queen Emma a landed trust for a hospital; Queen Liliuokalani a landed
trust for orphans, etc.




Perpetual Charitable Landed Trusts Versus
Ordinary Private Landed Trusts

All friends of the Kamehameha Schools and the Bishop Estate and in-
deed the general public should recognize and appreclate the difference
between a charitable landed trust and an ordinary private landed trust.

The charitable landed trust has all 1ts net annual income devoted
to a public purpose. It is this fact that Jjustifles such charitable
trust to continue in perpetuity. To dismember and fragmentlze such
charitable landed trust would greatly reduce the net annual income avall-
able for public purposes.

The Bishop Estate lands, devoted entirely to the public purpose of
educating boys and girls, is manifestly entitled to perpetulty.

Nevertheless 1t 1s the policy of the Trustees not to increase the
acreage of the Bishop Estate. This estate now has ample land and it would
not be wise policy to seek to increase l1lts acreage. As time goes on the
area will inevitably decrease. This will be due chiefly to government
takings for schools, parks, streets, and utility easements. When it is
practicable, the Trustees are glad to exchange lands with the State, City-
County, or Counties in order to provide needed sites and areas for public
uses., Sales made by the Trustees wlill be referred to later.

Perpetulty Calls for Falr and Competent Management

If the Trustees of a perpetual landed trust were to act as land
monopolists and grasp for more land or withhold land from the market or
exact unjust and unfair rentals simply because they possess lands in
speclally desirable locations, then they doubtless would incur and merit
public criticism. Indeed such conduct might Jeopardize the perpetual
character of Mrs. Bishop's landed estate. The Trustees of our charitable
landed trust provide cooperation at all times in meking their lands most
highly useful and available, and in regarding the relationship of lessee
and lessor as a partnership. What is best for the Skate in the long run
is best for the Bishop Estate. The Trustees belleve that no agreements
can be unfair and injurious to lessees and at the same time in the long
run be beneficial to the Bishop Estate. Conversely, they plan long range
programs to benefit the Estate and the Kamehameha Schools, for the definite
purpose also of beneflting the State.

\

Other Landed Trusts .

Private landed trusts were created to conserve benefits for private
parties -~ the helrs of the Testator.

There are 23 private landed trust estates owned by Hawallans. These
comprise 9% of the total area of the State. Many of these were trusts
created by businessmen as a rule who had marrled chlefesses possessing
%and, and they were set up to.prevent the early loss of lands from the

amlly.

There are about 35 large landed trusts belonglng to non-Hawallans.
These comprise over 12% of the State's area. There are 52 corporatiens
rated as "large landowners (having over 500 acres each and) owning 20% of
the land.

Along with these are the eighﬁ charitable landed trusts that own 9%
of the area of the State. '




"Land Reform"

It is suggested that whenever "land reform" is raised as an issue,
a few sucq_facts as the followlng always be bornegin mind:

1. Government itself owns 423% of all the land in Hawall., Possibly
the State might be expected to take the lead if holdings are to be frag-
mentized and placed in the hands of large numbers of indlviduals;

2. The trend to form corporations out of private landed trust

estates 1s a matter for careful appralsal wherever "land reform" is con-
sidered, since it would seem contrary to ancient law providing for distri-
bution of lands amongst heirs, subsequent to the death of the last heir in
being when the trust was formed. However, such distribution amongst helrs
poses great practical problems, including possibly serious financial drains
due to federal income tax on inheritances. There should be found a fair
solution to this problem;

3. The general social and economic conditions are unusually favor-
able in Hawalli and have not been injured by the local pattern of land
ownershlip. In fact our standards of living under exlsting land ownership
are high and far above the subsistence level all too common in small farm
and small plot areas;

4, Land owners decrease as density of metropolitan areas increase.
This seems to be inevitable, Only a small percentage of familles own the
land of their homesites in New York, Chicago, San Francisco, and octher
large metropolitan cities. Where population is dense in respect to avall-
able land, land costs tend to rise above the abllity of most families to
purchase such land; '

5. Perpetual charltable landed trusts, serving a public purpose,
merit perpetulty and the understanding support of the public. Lands of
such charitable trusts serve all the economic and social purposes of the
community; and the entire net lncome from such lands serves a public pur-
pose,

The Justification of Hlistory

There 18 a historic and Justifiable consideration due charitable
landed trusts all of whose net revenues go to a public purpose. Histor-
ically this is in contrast with private landed trusts all of whose income
‘goes to helrs so that in the latter, the public purposes are served only
by the tax on their income. This historical distinction 1s revealed by
the following facts:

(a) Charitable trusts historically and all over America are granted
perpetulty because they serve a publlc purpose and for as long as they.
continue in that purpose;

(b) Charitable trusts also are granted freedom from Federal and
State income tax because all of thelr net lncome serves a public purpose;
private trusts are not so excepted from income tax on revenues,

The baslc difference 1s recognized 1n these ways.

Since, there does seem to be a historic and Justifiable basic differ-
ence between charitable landed trusts and private landed trusts, in any
legislatlon proposed to take lands from large landowners, there should
be an exception made for charitable trusts serving a public purpose,
except in the case of eminent domain based on necessity.




The function of the Blishop Estate 1s to maintain and operate the
Kamehameha Schools, thus providing the best possible education for as
many boys and girls as possible and to turn out annually as many "good
and industrious men and women" as possible.

The Morrill Act lands to support Land Grant Colleges are held in per-
petulty to ald in educating young men and women. The purpose of The
Morrill Act lands and the lands of the Blshop Estate are ldentical. They"
both are lands set aside to finance education.

Summary of Section I

The unification of all the Islands to form the Kingdom of Hawali was
accomplished by Kamehameha The Great about 1795.

This was of great importance. It ended 1lnter-island internecine wars
and resulted in an orderly and peaceable government, '

It also resulted in the King's holding title to all the lands on all
the islands.

This continued through Kamehameha II. However, Kamehameha III, in
the "Great Mahele", divided the lands amongst his trusted chiefs, includ-
ing chlefs of The Kamehameha llne. He reserved several ahupuaas for him-
self as "crown lands" and others for the support of the government. These
latter were known as Government Lands. All chiefs were required to con-
tribute a third of thelr lands to the pool of Government Lands,

Princess Pauahl, the last of The Kamehameha line, inherited the lands
of Victorlia Kamamalu, and also lands from her parents, Abner Paki and
Konia and from her Aunt Akahl, Thils was a normal descent of title from
parents to child and from elders to younger relatives.

She had no chlldren. She decided to leave all her lands to endow
two schools, to be known as The Kamehameha Schools, for the purpose of
causing the students to grow up to be good and industrious men and women.

Mrs, Blshop's lands thus became a charltable trust, serving the public
purpose of Education.

As a public trust, all net revenues serve a public purpose and hence
the trust 1s classifled as and is entitled to be a perpetual trust.

Not only do all net revenues afford education to increasing numbers
of boys and glrls: the lands themselves are kept and managed so that
their usefulness to the State and 1ts people is constantly growilng.
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