
THE SENATE 
TWENTY-FOURTH LEGISLATURE, 2007 
STATE OF HAWAII 

S.B. NO. 
1370 
S.D. 1 
H.D. 1 

A BILL FOR AN ACT 

RELATING TO SPECIAL PURPOSE REVENUE BONDS. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII: 

SECTION 1. Section 39A-34, Hawaii Revised Statutes, is 

amended to read as follows: 

"839A-34 Conditions precedent to negotiating and entering 

into a project agreement. - (a) The department, prior to - 

entering into negotiations with any project party, - shall require 

that the [C'7C,~rscZ f ~ r  zny znd] project party 

shall agree to pay all fees, costs, - and expenses (direct or 

indirect) [i~currcdl assessed by [*I the department in 

implementing and administering this part, as determined by the 

department, even though a project agreement may not be entered 

into and may further require the deposit of moneys with the 

department [ f ~ r  such rcimhwwmcr",t. I to pay for fees, costs, and 

expenses. Any amount of [&I the deposit in excess of the 

amount required to [&urse] pay the State shall be returned 

by the department to the party [*ich hzs] that made [&I - the 

deposit. The State shall not be required to pay to the project 

party any interest or earnings on [&I - the deposit. 
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(b) The department shall not enter into any project - 

agreement with respect to any project unless the department 

shall [first fi=Z xdl determine [cith,,] that [+he] - : 

(1) The project party is a responsible party, whether by - - 

reason of economic assets or experience in the type of 

enterprise to be undertaken through [&I - the 

project, or other wise[^] - ; or [&h&+&e] 

(2) The obligations of the project party under the project - - 

agreement will be unconditionally guaranteed by a 

person who is a responsible party, whether by reason 

of economic assets or experience in the type of 

enterprise to be undertaken through [-s-&] the - 

project, - or otherwise." 

SECTION 2. Section 39A-35, Hawaii Revised Statutes, is 

amended to read as follows: 

"539A-35 Project agreement. No special purpose revenue 

bonds shall be issued unless at the time of issuance the 

department shall have entered into a project agreement with 

respect to the project for the financing or refinancing of which 

[&I the revenue bonds are to be issued. Any project 

agreement entered into by the department shall contain 

provisions unconditionally obligating the project party: 



Page 3 1370 S.B. NO. s.D.l H.D. 1 

(1) To pay to the department during the period or term of 

the project agreement, exclusive of any renewal or 

extension thereof and whether or not the project is 

used or occupied by the project party, [&I - the sum 

or sums, at [&I the time or times, - and in [&I 

the amounts that [ M I  shall be [edGkask] - 

sufficient: 

(A) To pay the principal and interest on all special 

purpose revenue bonds issued with respect to the 

project as [-I the bonds become 

due, including any premium payable upon any 

required redemption of [seeh] the bonds; - 

(B) To establish or maintain [&I - a reserve, if 

any, as may be required by the instrument 

authorizing or securing the special purpose 

revenue bonds; 

(c) TO pay all fees and expenses (including the fees 

and expenses of the paying agents and trustees) 

[lzczrrcd] assessed in connection with [&I the - 

special purpose revenue bonds; and 

( D )  To pay the fees, costs, and expenses (direct or 

indirect) [lzccrrcdl assessed by the [Etatc, as 
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thcl de~artment[~] in administering 

[w-ehl the bonds or in carrying out the project 

agreement [--I - ; 

and - 

(2) TO operate, maintain, and repair the project as long 

as [ a ]  it is used in the provision of health - 

care to the general public, and to pay all costs of 

[ M I  the operation, maintenance, and repair. 

Moneys received by the department pursuant to paragraph (l)(D) 

[cf this scctis] shall not be, nor be deemed to be, revenues of 

the project and shall be paid into the general fund of the 

State. " 

SECTION 3. Section 39A-74, Hawaii Revised Statutes, is 

amended to read as follows: 

'5391-74 Conditions precedent to negotiating and entering 

into a project agreement. - (a) The department, prior to - 

entering into negotiations with respect to a project agreement 

or at any time during [ewskl the negotiations, - shall require 

that as a condition to [&I the negotiations or the 

continuation thereof the [Stzt, s k h , a k c : r s c d  f ~ r  zcy 2-21 

project party shall agree to pay all fees, costs, and expenses - 

[inczrredl (direct or indirect) assessed by [&I the department 
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even though a project agreement may not be entered into and may 

further require the deposit of moneys with the department [as 

nt.] to pay for fees, costs, and 

expenses. Any amount of [s-eekl - the deposit in excess of the 

amount required to reimburse the State shall be returned by the 

department to the party [which hssl that made [&I - the 

deposit. The State shall not be required to pay to the project 

party any interest or earnings on the deposit. 

(b) The department shall not enter into any project - 

agreement with respect to any project unless the legislature 

shall have first authorized the issuance of special purpose 

revenue bonds to finance [&I the project pursuant to section 

39A-77 and the department has [thcrcaftcr feu& a ~ d ]  determined 

[cithe~] that [hli 

(1) The project party is a responsible party, whether by - - 

reason of economic assets or experience in the type of 

enterprise to be undertaken through [&I - the 

project, or otherwise [TI - ; or [kh&+kk] 

(2) The obligations of the project party under the project - - 

agreement will be unconditionally guaranteed by a 

person who is a responsible party, whether by reason 

of economic assets or experience in the type of 
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enterprise to be undertaken through [s~ekh] - the 

project, - or otherwise." 

SECTION 4. Section 39A-75, Hawaii Revised Statutes, is 

amended to read as follows: 

" ~ 3 9 ~ - 7 5  Project agreement. No special purpose revenue 

bonds shall be issued unless at the time of issuance the 

department shall have entered into a project agreement with 

respect to the project for the financing of which [ d l  the - 

revenue bonds are to be issued. Any project agreement entered 

into by the department shall contain provisions unconditionally 

obligating the project party: 

(1) To pay to the department during the period or term of 

the project agreement, exclusive of any renewal or 

extension thereof and whether or not the project is 

used or occupied by the project party, [ d l  the sum - 

or sums, at [&I - the time or times, and in [&I 

the amounts that [ W S A I  shall be [-I - 

sufficient: 

(A) To pay the principal and interest on all special 

purpose revenue bonds issued with respect to the 

project as [-I the bonds become 
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due, including any premium payable upon any 

required redemption of [ s e e h l  - the bonds; 

(B) To establish or maintain [seek] a reserve, if - 

any, as may be required by the instrument 

authorizing or securing the special purpose 

revenue bonds; 

( C )  To pay all fees and expenses (including the fees 

and expenses of the paying agents and trustees) 

[k~rrecll assessed in connection with [-I - the 

special purpose revenue bonds; and 

(D) To pay the fees, costs, and expenses (direct or 

indirect) [+-urredl assessed by the [Stzte, 2s 

&termkc=? b2- thcl department in administering 

[seek] the bonds or in carrying out the project 

agreement [-;I - ; 

and - 

(2) To operate, maintain, and repair the project as long 

as [ a ]  - it is used as provided in the project 

agreement and to pay all costs of [seek] - the 

operation, maintenance, and repair. 
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Moneys received by the department pursuant to paragraph (1) (D) 

shall not be, or be deemed to be, revenues of the project and 

shall be paid into the general fund of the State." 

SECTION 5. Section 39A-114, Hawaii Revised Statutes, is 

amended to read as follows: 

"839A-114 Conditions precedent to negotiating and entering 

into a project agreement. (a) The department, - prior to 

entering into negotiations with respect to a project agreement 

or at any time during [&I negotiations, - shall require that as 

a condition to [&I the negotiations or the continuation 

thereof, - the [ C ~ r z c = ?  f cr 2zy 2nd I project 

party shall agree to pay all fees, costs, - and expenses 

[inczrrcdl (direct or indirect) assessed by [&&I the department 

even though a project agreement may not be entered into and may 

further require the deposit of moneys with the department [af 

zt.] to pay for fees, costs, and 

expenses. Any amount of [ s e e k ]  - the deposit in excess of the 

amount required to reimburse the State shall be returned by the 

department to the party [which hzs] that made [&I - the 

deposit. The State shall not be required to pay to the project 

party any interest or earnings on the deposit. 
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(b) The department shall not enter into any project - 

agreement with respect to any project unless the legislature 

shall have first authorized the issuance of special purpose 

revenue bonds to finance such project pursuant to section 

39A-117 and the department has [thcrcaftcr f& ~ n d ]  determined 

[&%-eel that [#el: 

(1) The project party is a responsible party, whether by - - 

reason of economic assets or experience in the type of 

enterprise to be undertaken through [meh] - the 

project, or otherwise - ; or [ U ]  

(2) The obligations of the project party under the project - - 

agreement will be unconditionally guaranteed by a 

person who is a responsible party, whether by reason 

of economic assets or experience in the type of 

enterprise to be undertaken through [meh] - the 

project, - or otherwise." 

SECTION 6. Section 39A-115, Hawaii Revised Statutes, is 

amended to read as follows: 

"839A-115 Project agreement. No special purpose revenue 

bonds shall be issued unless at the time of issuance the 

department shall have entered into a project agreement with 

respect to the project for the financing of which [meh] - the 
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revenue bonds are to be issued. Any project agreement entered 

into by the department shall contain provisions unconditionally 

obligating the project party: 

(1) To pay to the department during the period or term of 

the project agreement, exclusive of any renewal or 

extension thereof and whether or not the project is 

used or occupied by the project party, [seek] the sum 

or sums, at [seek] - the time or times, and in [&I 

the amounts that [+&I41 shall be - 

sufficient: 

(A) TO pay the principal and interest on all special 

purpose revenue bonds issued with respect to the 

project as [-I the bonds become 

due, including any premium payable upon any 

required redemption of [ d l  - the bonds; 

(B) To establish or maintain [seek] - a reserve, if 

any, as may be required by the instrument 

authorizing or securing the special purpose 

revenue bonds; 

(C) To pay all fees and expenses (including the fees 

and expenses of the paying agents and trustees) 
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[incurred] assessed in connection with [&I the - 

special purpose revenue bonds; and 

(D) To pay the fees, costs, and expenses (direct or 

indirect) [incurred] assessed by the [Ststc, 2s 

determ4scd kYY th:] department in administering 

[&I the bonds or in carrying out the project 

agreement [-;I - ; 

and 

(2) TO operate, maintain, and repair the project as long 

as [-I it is used as provided in the project 

agreement and to pay all costs of [&I the - 

operation, maintenance, and repair. 

Moneys received by the department pursuant to paragraph (l)(D) 

shall not be, or be deemed to be, revenues of the project and 

shall be paid into the general fund of the State." 

SECTION 7. Section 3912-154, Hawaii Revised Statutes, is 

amended to read as follows: 

"539A-154 Conditions precedent to negotiating and entering 

into a project agreement. - (a) The department, - prior to 

entering into negotiations with respect to a project agreement 

or at any time during [&I negotiations, - shall require that as 

a condition to [&I - the negotiations or the continuation 
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thereof, - the [Stzte s-rse2 fsr zr,;. zr,d I project 

party shall agree to pay all fees, costs, - and expenses 

[inczrredl (direct or indirect) assessed by [&I the department 

even though a project agreement may not be entered into and may 

further require the deposit of moneys with the department [as 

for szch rez ~rsme3t. I to pay for fees , costs, and 

expenses. Any amount of [&I the deposit in excess of the 

amount required to reimburse the State shall be returned by the 

department to the party [which hzs] that made [&I - the 

deposit. The State shall not be required to pay to the project 

party any interest or earnings on the deposit. 

(b) The department shall not enter into any project - 

agreement with respect to any project unless the legislature 

shall have first authorized the issuance of special purpose 

revenue bonds to finance [&I - the project pursuant to section 

39A-157 and the department has [therezfter fou& 2-31 determined 

[cithcr] that [ & e l  - : 

(1) The project party is a responsible party, whether by - - 

reason of economic assets or experience in the type of 

enterprise to be undertaken through [seeh] - the 

project, or otherwise[-i-]; - or [ U ]  
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(2) The obligations of the project party under the project 
P - 

agreement will be unconditionally guaranteed by a 

person who is a responsible party, whether by reason 

of economic assets or experience in the type of 

enterprise to be undertaken through [&I - the 

project, or otherwise." 

SECTION 8. Section 39A-155, Hawaii Revised Statutes, is 

amended to read as follows: 

"539A-155 Project agreement. No special purpose revenue 

bonds shall be issued unless at the time of issuance the 

department shall have entered into a project agreement with 

respect to the project for the financing of which [&I - the 

revenue bonds are to be issued. Any project agreement entered 

into by the department shall contain provisions unconditionally 

obligating the project party: 

(1) To pay to the department during the period or term of 

the project agreement, exclusive of any renewal or 

extension thereof, - and whether or not the project is 

used or occupied by the project party, [&I - the sum 

or sums, at [ s e e h l  - the time or times, and in [s-] 

the amounts that [&&&I shall be [&Gkx&] - 

sufficient: 
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(A) To pay the principal and interest on all special 

purpose revenue bonds issued with respect to the 

project as [-I the bonds become 

due, including any premium payable upon any 

required redemption of [seek] - the bonds; 

( B )  To establish or maintain [&I - a reserve, if 

any, as may be required by the instrument 

authorizing or securing the special purpose 

revenue bonds; 

(C) To pay all fees and expenses (including the fees 

and expenses of the paying agents and trustees) 

[iffcurred] assessed in connection with [&I - the 

special purpose revenue bonds; and 

(D) To pay the fees, costs, and expenses (direct or 

indirect) [izccrrcdl assessed by the [Etzte, zs 

f3CtL;mizcd S.y tkcl department [-i-] in administering 

[seek] - the bonds or in carrying out the project 

agreement - ; 

and - 

(2) TO operate, maintain, and repair the project as long 

as [a] it is used as provided in the project 

S B 1 3 7 0  HDI  HMS 2 0 0 7 - 3 3 4 5  
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agreement and to pay all costs of [&I the - 

operation, maintenance, and repair. 

Moneys received by the department pursuant to paragraph (I)(D) 

shall not be, or be deemed to be, revenues of the project and 

shall be paid into the general fund of the State." 

SECTION 9. Section 39A-194, Hawaii Revised Statutes, is 

amended to read as follows: 

"J39A-194 Conditions precedent to negotiating and entering 

into a project agreement. (a) The department, - prior to 

entering into negotiations with any project party, - shall require 

that the [Stztc s-urscd f ~ r  zz;. ~ n d ]  project party 

shall agree to pay all fees, costs, - and expenses (direct or 

indirect) [incurred] assessed by [&&I the department in 

implementing and administering this part, - as determined by the 

department, - even though a project agreement may not be entered 

into and may further require the deposit of moneys with the 

department [es security fer such rcl~&~rs~ax~t.] to pay for 

fees, costs, and expenses. Any amount of [&I the deposit in - 

excess of the amount required to [~&~tb~rsz] pay the State shall - 

be returned by the department to the project party [which hzs] 

that made [seek] - the deposit. The State shall not be required 

SB1370 HD1 HMS 2007-3345 
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to pay to the project party any interest or earnings on [&I 

the deposit. - 

(b) The department shall not enter into any project - 

agreement with respect to any energy project unless the 

department shall [ f lrct f i=d xdl determine [clthcr] that [#el - : 

(1) The project party is a responsible party, whether by - - 

reason of economic assets or experience in the type of 

enterprise to be undertaken through [&I - the 

project, or otherwise[~l; - or [#x&+&e] 

(2) The obligations of the project party under the project - - 

agreement will be unconditionally guaranteed by a 

person who is a responsible party, whether by reason 

of economic assets or experience in the type of 

enterprise to be undertaken through [&I - the energy 

project, or otherwise." 

SECTION 10. Section 39A-195, Hawaii Revised Statutes, is 

amended to read as follows: 

"5391-195 Project agreement. No special purpose revenue 

bonds shall be issued unless at the time of issuance the 

department shall have already entered into a project agreement 

with respect to the energy project for the financing of which 

[&I - the bonds are to be issued. Any project agreement 
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entered into by the department shall contain provisions 

unconditionally obligating the project party: 

(1) To pay to the department during the period or term of 

the project agreement, exclusive of any renewal or 

extension thereof and whether or not the energy 

project is used or occupied by the project party, 

[&I the sum or sums, at [eueh] - the time or times, 

and in [&I the amount or amounts that [ d l  shall 

be [-I sufficient: 

(A) To pay the principal and interest on all special 

purpose revenue bonds issued to finance the 

energy project as [asd+&e~] the bonds become 

due, including any premium payable upon any 

required redemption of [eueh] - the bonds; 

(B) To establish or maintain [ d l  a reserve, if - 

any, as may be required by the instrument 

authorizing or securing the special purpose 

revenue bonds; 

(c) TO pay all fees and expenses (including the fees 

and expenses of the paying agents and trustees) 

[incurred] assessed in connection with [p-] the - 

special purpose revenue bonds; and 
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(D) To pay the fees, costs, and expenses (direct or 

indirect) [incurrcdl assessed by the [Stztc,] 

department in administering [&I - the bonds or 

in carrying out the project agreement, as 

determined by the de~artment[~]; - 

and - 

(2) To operate, maintain, and repair the energy project as 

long as [+&++amel it is used in the business of local 

furnishing of electric energy or gas, and to pay all 

costs of [ e l  - the operation, maintenance, and 

repair. 

Moneys received by the department pursuant to paragraph (l)(D) 

shall not be, nor be deemed to be, revenues of the energy 

project and shall be paid into the general fund of the State." 

SECTION 11. Section 39A-224, Hawaii Revised Statutes, is 

amended to read as follows: 

N[+]§39A-224[+] Conditions precedent to negotiating and 

entering into a project agreement. (a) The department, - prior 

to entering into negotiations with any project party, - shall 

require that the [Stztc shzll Bc rcidxrscd fsr zny znd] project 

party shall agree to pay all fees, costs, - and expenses (direct 

or indirect) [incurrcdl assessed by [ A ]  the department in 
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implementing and administering this part, as determined by the 

department, even though a project agreement may not be entered 

into and may further require the deposit of moneys with the 

department [-rzbw"r. I to pay for fees, costs, and 

expenses. ~ n y  amount of [&I the deposit in excess of the 

amount required to [~ek~?~~rscl - pay the State shall be returned 

by the department to the party [which hzs] that made [&I - the 

deposit. The State shall not be required to pay to the project 

party any interest or earnings on [&I - the deposit. 

(b) The department shall not enter into any project - 

agreement with respect to any project unless the department 

shall [first find z~dl determine [citk] that [#+el - : 

(1) The project party is a responsible party, whether by - - 

reason of economic assets or experience in the type of 

enterprise to be undertaken through such project, or 

otherwise - ; or [-I 

(2) The obligations of the project party under the project - - 

agreement will be unconditionally guaranteed by a 

person who is a responsible party, whether by reason 

of economic assets or experience in the type of 

enterprise to be undertaken through [&I - the 

project, - or otherwise." 
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SECTION 12. Section 39A-225, Hawaii Revised Statutes, is 

amended to read as follows: 

n[+]§39A-225[+] Project agreement. No special purpose 

revenue bonds shall be issued unless at the time of issuance the 

department shall have entered into a project agreement with 

respect to the project for the financing or refinancing of which 

[&I - the revenue bonds are to be issued. Any project 

agreement entered into by the department shall contain 

provisions unconditionally obligating the project party: 

(1) To pay to the department during the period or term of 

the project agreement, exclusive of any renewal or 

extension thereof and whether or not the project is 

used or occupied by the project party, [seehl the sum - 

or sums, at [&I the time or times, and in [&I - 

the amounts that [w&&l shall be [-I - 

sufficient: 

(A) To pay the principal and interest on all special 

purpose revenue bonds issued with respect to the 

project as [-I the bonds become 

due, including any premium payable upon any 

required redemption of [&I - the bonds; 
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(B) To establish or maintain [&I a reserve, if - 

any, as may be required by the instrument 

authorizing or securing the special purpose 

revenue bonds; 

(c) TO pay all fees and expenses (including the fees 

and expenses of the paying agents and trustees) 

[izcurrcd] assessed in connection with [s-] - the 

special purpose revenue bonds; and 

(D) To pay the fees, costs, and expenses (direct or 

indirect) [iftcurrcdl assessed by the [Etztc, zs 

-1 department [-i-] in administering 

[seek] - the bonds or in carrying out the project 

agreement - ; 

and 

(2) To operate, maintain, and repair the project as long 

as [ a ]  - it is used in the provision of early 

childhood education and care to the general public, 

and to pay all costs of [&I - the operation, 

maintenance, and repair. 

Moneys received by the department pursuant to paragraph (l)(D) 

shall not be, nor be deemed to be, revenues of the project and 

shall be paid into the general fund of the State." 
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SECTION 13. Section 39A-254, Hawaii Revised Statutes, is 

amended to read as follows: 

w[-E-]§39A-254[+l Conditions precedent to negotiating and 

entering into a project agreement. - (a) Prior to entering into 

negotiations with any project party, the department shall 

require that the [-~rscc? Esr 2-1 project party 

shall agree to pay all fees, costs, - and expenses (direct or 

indirect) [icc~~rrcd] assessed by [&I the department in 

implementing and administering this part, as determined by the 

department, even though a project agreement may not be entered 

into. The department may further require the deposit of moneys 

with it [F--_-..-kzrs-I to pay for fees, costs, and 

expenses. The department shall return any amount of the deposit 

exceeding the amount required to reimburse the State to the 

party that made the deposit. The State shall not be required to 

pay to the project party any interest or earnings on the 

deposit. 

(b) The department shall not enter into any project - 

agreement with respect to any project unless the department 

shall [* zndl determine [cithcr] that [-&he] - : 

(1) The project party is a responsible party, whether by - - 

reason of economic assets or experience in the type of 
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enterprise to be undertaken through the project, or 

some other reason[T] - ; or [-I 

(2) The obligations of the project party under the project - - 

agreement will be unconditionally guaranteed by a 

person who is a responsible party, whether by reason 

of economic assets or experience in the type of 

enterprise to be undertaken through the project, or 

some other reason." 

SECTION 14. Section 39A-255, Hawaii Revised Statutes, is 

amended to read as follows: 

" [ f ] S39A-255 14-1 Project agreement. No special purpose 

revenue bonds shall be issued unless, at the time of issuance, 

the department shall have entered into a project agreement with 

respect to the project for the financing or refinancing of which 

[-ssh] the revenue bonds are to be issued. - 

~ n y  project agreement entered into by the department shall 

contain provisions unconditionally obligating the project party 

to: 

(1) Pay to the department during the period or term of the 

project agreement, exclusive of any renewal or 

extension thereof and whether or not the project is 

used or occupied by the project party, [&I - the sum 
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at [&I the time in [&I - the amount that [v&&] 

shall be [-I sufficient to: 

(A) Pay the principal and interest on all special 

purpose revenue bonds issued with respect to the 

project as [e~d-wk~l they become due, including 

any premium payable upon any required redemption 

of [s-wehl - the bonds; 

(B) Establish or maintain [sttek] - a reserve, if any, 

be required by the instrument authorizing 

or securing the special purpose revenue bonds; 

(c) Pay all fees and expenses, including the fees and 

expenses of the paying agents and trustees, 

[Inc-crrcdl assessed in connection with [&I - the 

special purpose revenue bonds; and 

( D )  Pay the fees, costs, and expenses (direct or 

indirect) [izcurrcdl assessed by the [Etztc, zs 

dcter&c2 kJ7 thcl department [el in administering 

[&I the bonds or in carrying out the project 

agreement; 

and 

(2) Operate, maintain, and repair the project as long as 

it is used in the provision of not-for-profit private 
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nonsectarian and sectarian elementary, secondary, 

college-level, and university-level education to the 

general public, and to pay all costs of its operation, 

maintenance, and repair. 

Moneys received by the department pursuant to paragraph (l)(D) 

shall not be, nor be deemed to be, revenues of the project and 

shall be paid into the general fund of the State." 

SECTION 15. Section 39A-284, Hawaii Revised Statutes, is 

amended to read as follows: 

"[f]§39A-284[31 Conditions precedent to negotiating and 

entering into a project agreement. (a) Prior to entering into 

negotiations with any project party, the department shall 

require that the project party [ w w ~ r \ r ~ & i ]  

shall agree to pay all fees, costs, - and expenses, [dircct c r  

n i J q  r m n t  7 n m - 7 - -  ,,,,,,,,,, IZI~ULLcdl (direct or indirect) assessed by the [&%+ke] 

department in implementing and administering this part, as 

determined by the department, even though a project agreement 

may not be entered into [ d l .  The department may further 

require the deposit of moneys with the department [& 

-r,t.I to pay for fees, costs, and expenses. The 

department shall return any amount of the deposit exceeding the 

amount required to reimburse the State to the party that made 
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the deposit. The State shall not be required to pay to the 

project party any interest or earnings on the deposit. 

(b) The department shall not enter into any project - 

agreement with respect to any project unless the department 

shall [first find --51 determine [cithzr] that: 

(1) The project party is a responsible party, whether by 

reason of economic assets or experience in the type of 

enterprise to be undertaken through the project or 

some other reason; or 

(2) The obligations of the project party under the project 

agreement will be unconditionally guaranteed by a 

person who is a responsible party, whether by reason 

of economic assets or experience in the type of 

enterprise to be undertaken through the project or 

some other reason." 

SECTION 16. Section 39A-285, Hawaii Revised Statutes, is 

amended to read as follows: 

"[f]§39A-285[31 Project agreement. No special purpose 

revenue bonds shall be issued unless, at the time of issuance, 

the department shall have entered into a project agreement with 

respect to the project for the financing or refinancing of which 

the bonds are to be issued. Any project agreement entered into 
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by the department shall contain provisions unconditionally 

obligating the project party to: 

(1) Pay to the department during the period or term of the 

project agreement, exclusive of any renewal or 

extension thereof and whether or not the project is 

used or occupied by the project party, a sum, - at a 

time, - and in an amount that shall be [-I 

sufficient to: 

(A) Pay the principal and interest on all special 

purpose revenue bonds issued with respect to the 

project as [a -&h&esl  they become due, including 

any premium payable upon any required redemption 

of the bonds; 

( B )  Establish or maintain a reserve, if any, as may 

be required by the instrument authorizing or 

securing the special purpose revenue bonds; 

(c) Pay all fees and expenses, including the fees and 

expenses of the paying agents and trustees, 

[ir,currcdl assessed in connection with the 

special purpose revenue bonds; and 

(D) Pay the fees, costs, and expenses[, dlrcct cr 

%n&rcct, ~ ~ c - ~ r r e d ]  (direct or indirect) assessed 
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by the [State, as dctcrmir,cd b;. thz] 

department[~] in administering the bonds or in 

carrying out the project agreement; 

and 

(2) Operate, maintain, and repair the project as long as 

it is used to provide low- and moderate-income 

housing, and to pay all costs of operation, 

maintenance, and repair. 

Moneys received by the department pursuant to paragraph (l)(D) 

shall not be, nor be deemed to be, revenues of the project and 

shall be paid into the general fund of the State." 

SECTION 17. Section 39A-314, Hawaii Revised Statutes, is 

amended to read as follows: 

11§39A-314 Conditions precedent to negotiating and entering 

into a project agreement. - (a) Prior to entering into 

negotiations with respect to a project agreement or at any time 

during the negotiations, the department shall require that as a 

condition to the negotiations or the continuation thereof, the 

[St~tc shall 5c rciffdsurscd fsr  IT-^ ~ n d ]  project party shall 

agree to pay all fees, costs, - and expenses [i~currcd I assessed 

by [+kg] the department even though a project agreement may not 

be entered into [ & I .  The department may further require the 
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1 deposit of moneys with the department as security [e 

2 -rsLmtc=t.] to pay for fees, costs, and expenses. Any 

3 amount of the deposit in excess of the amount required to 

4 [-;rsc] pay the State shall be returned by the department to 

5 the party that has made the deposit. The State shall not be 

6 required to pay to the project party any interest or earnings on 

7 [ d l  the deposit. 

8 - (b) The department shall not enter into any project 

9 agreement with respect to any project unless the legislature 

10 shall have first authorized the issuance of special purpose 

11 revenue bonds to finance the project pursuant to section 3 9 A - 3 1 7  

12 and the department has [thcrc~ftcr fcur,d 2nd] determined 

13 [cithzr] that [&el - : 

14 - (1 )  - The project party is a responsible party, whether by 

15 reason of economic assets or experience in the type of 

enterprise to be undertaken through the project, or 

otherwise - ; or [-I 

18 - ( 2 )  - The obligations of the project party under the project 

19 agreement will be unconditionally guaranteed by a 

20 person who is a responsible party, whether by reason 

2 1 of economic assets or experience in the type of 
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enterprise to be undertaken through the project, or 

otherwise." 

SECTION 18. Section 39A-315, Hawaii Revised Statutes, is 

amended to read as follows: 

"S39A-315 Project agreement- No special purpose revenue 

bonds shall be issued unless at the time of issuance the 

department shall have entered into a project agreement with 

respect to the project for the financing of which the special 

purpose revenue bonds are to be issued. Any project agreement 

entered into by the department shall contain provisions 

unconditionally obligating the project party: 

(1) To pay to the department during the period or term of 

the project agreement, exclusive of any renewal or 

extension thereof and whether or not the project is 

used or occupied by the project party, the sum or 

sums, at the time or times, and in the amounts that - - 

[ M I  shall be [ & S k a s + l  sufficient: 

(A) TO pay the principal and interest on all special 

purpose revenue bonds issued with respect to the 

project as [-I the bonds become 

due, including any premium payable upon any 

required redemption of the bonds; 
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( B )  To establish or maintain a reserve, if any, that 

may be required by the instrument authorizing or 

securing the special purpose revenue bonds; 

(C) To pay all fees and expenses, including the fees 

and expenses of the paying agents and trustees, 

[i~currcdl assessed in connection with the 

special purpose revenue bonds; and 

(D) To pay the fees, costs, and expenses [ ,  dircct cr 

n i J 7  - e m + -  v nm-7'"- 
LL,,LL,,L, AAA,u,rcdl (direct or indirect) assessed 

by the [Stztc, zs dctcr&cd b27 thc] 

de~artment[~] in administering the bonds or in 

carrying out the project agreement; 

and 

(2) To operate, maintain, and repair the project as long 

as [a] it is used, as provided in the project 

agreement, and to pay all costs of the operation, 

maintenance, and repair. 

Moneys received by the department pursuant to paragraph 

(1) (D) shall not be, or be deemed to be, revenues of the project 

and shall be paid into the general fund of the State." 

SECTION 19. Statutory material to be repealed is bracketed 

and stricken. New statutory material is underscored. 
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SECTION 20. This Act shall take effect upon its approval. 
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