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Overview Statement
Theodore E. Liu, Director
Department of Business, Economic Development & Tourism (DBEDT)
on
DBEDT Supplemental Budget Request for FY 2009
before
Senate Committee on Ways & Means
January 9, 2008

Chair Baker, Vice-Chair Tsutsui, and members of the Senate Committee on
Ways and Means.

Thank you for this opportunity of providing this overview statement on
DBEDT’s Supplemental Budget request for Fiscal Year 2009 (FY09).

I am pleased and proud to have my Division Heads and Executive Directors
with me today. They are a dedicated group of public servants and as talented and
professional a group as any I have worked with, 1am honored to be associated with
them.

Among this group of senior managers there is a “new face” and one that is
shifting from one important position to another. There is also a Division Head that I
wish to especially acknowledge, as he is retiring after 20 years’ service and leaves an
invaluable contribution to the state, especially in the energy area.

This overview statement first reviews the State’s economy. Then it reviews the
business and economic challenges that Hawaii faces in the context of that economy.
Finally, this overview statement summarizes the new funding in DBEDT’s FY09
Supplemental Budget to support programs that meet those economic challenges.

The Hawaii Economy in 2007 and DBEDT Forecasts

After several years of exceptionally strong growth, Hawaii’s economy is
expected to show a more moderate growth pattern in the near-term. Solid job growth,
stable construction activity, especially an increase in government infrastructure
spending, and relative stability in tourism and federal funding inflows will contribute to
our economy’s growth in the near-term.

For the first ten months of 2007, visitor arrivals decreased 1.1% from 2006.
Declines in international arrivals in the first half and some pullback in domestic arrivals
in recent months contributed to the decrease. In current dollars, visitor expenditure
increased by 0.6 percent.

For the first ten months of 2007, the total value of private building
authorizations totaled $3,004 million, down 1.3% from the same period of 2006. For



the first three quarters of 2007, the value of government contracts awarded totaled
$753 million statewide, an 8.8% increase from the same period of 2006. Coupled with
the airports and harbors modernization plan, recently announced, this bodes well for a
healthy construction sector over the next period.

With the ongoing $2.3 billion-plus Army housing privatization program and the
new housing construction and renovation programs for the Navy & Marine Corps,
federal investment flow to Hawaii remain strong. This will also underpin growth in the
State's construction industry over the next several years.

Other measures of growth include new jobs created and increases in personal
income and State tax collections. For the first ten months of 2007, Hawaii’s economy
added 2.0% or 12,500 more wage and salary jobs, following a strong 2.4% job growth
in 2006. Hawaii continues to record one of the lowest unemployment rates in the
nation, averaging 2.5% for the first ten months of 2007.

Public sector revenues for the first ten months of 2007 increased by 4.0%, with
the General Excise and Use Tax (GET) increasing by 6.6%, Net Individual Income Tax
collections increasing 0.7%, and the Transient Accommodations Tax (TAT) increasing
by 4.3%.

In DBEDTs latest quarterly forecast, moderate growth in Hawaii’s economy is
expected for the rest of 2007 and into 2009. Personal income, total wage and salary
jobs, and state gross domestic product (GDP) are all forecast to increase in the near-
term, but the growth rates will be lower than those seen in the previous three years.

With a 2.0% growth in the first ten months and solid prospect for continuing job
growth in the rest of the year, total wage and salary job growth is expected to be 1.9%
in 2007. Job growth is expected to moderate to 1.5% in 2008 and to 1.3% in 2009.

With a 6.7% increase in the first six months, Hawaii’s nominal personal income
is expected to increase 6.4 % percent in 2007 and 5.7% in 2008. Inflation adjusted real
personal income is expected to grow by 1.8%, in both 2007 and 2008. Hawaii’s real
gross domestic product (GDP) growth is projected to be 2.9% in 2007 and 2.8% in
2008.

Honolulu’s consumer price index (CPI) increased 5.0% in the first half of 2007
on top of 5.9% increase in all of 2006. This increase was primarily due to increases in
the Housing and Food & Beverages components, which increased by 7.7% and 5.9%,
respectively. In view of the recent months’ stabilization in housing prices, Honolulu
CPI is forecast to show a somewhat moderate increase of 4.5% for the year, followed by
more modest increases of 3.8% and 3.4% in 2008 and 2009, respectively.

In our latest forecast, we expect visitor arrivals to decline 0.8% and visitor
expenditures to increase 2.0% in 2007 from 2006. Visitor arrivals and visitor



expenditures are predicted to grow by 1.0% and 4.0%, respectively, in 2008, followed
by slightly higher growth in later years.

The future outlook for Hawaii’s economy will depend to a large extent on the
performance of the U.S. national economy and Hawaii's major foreign markets,
particularly Japan. The December Blue Chip Economic Consensus Forecasts expect
real GDP to grow 2.2% for the U.S. and 1.9% for Japan in 2007. In response to
continued weaknesses in housing market and credit deterioration in the mainiand U.S.,
the Blue Chip forecast of the U.S. growth for 2008 has been trimmed down significantly
from 3.0% in January to 2.2% in the latest issue. In 2008, the Japanese economy is
expected to grow 1.7%, also down from 2.2% growth in the January Consensus
Forecasts. The strengthening of the Yen — U.S. dollar exchange rate should be
favorable to our tourism sector.

Although there is increased concern over a significant slow down in the U.S.
economy for the current and next two quarters, most economic analysts have ruled out a
recession. A series of recent Federal Reserve Bank interest rate cuts and infusion of
additional liquidity into the credit market is expected avoid further deterioration in
economic conditions on the national economy and its possible adverse impacts on
Hawaii’s economy.

Against this backdrop, DBEDT's forecast for 2008 is continued positive
economic growth for Hawaii, albeit at a slower rate of growth as compared to the
exceptionally strong growth rates of the past several years. DBEDT's forecasts can be
viewed at its website, http://www.hawaii.gov/dbedt.

Challenges of the Economy

The cumulative impact of a strong economy over the past five years continues to
give rise to a set of challenges. These are largely the challenges of constraint, as
follows:

*  Employers continue to express difficulty finding enough qualified workers to
expand their business activities and create even more jobs;

= Employees and potential employees looking to return to Hawaii cannot find
workforce housing commensurate with their income levels;

" Development of jobs paying higher wages so that housing and other cost-of-
living can be affordable, is not expanding at the desired pace;

»  Qur state’s infrastructure, including harbor transportation, is at or near capacity,
slowing the movement of goods that are the lifeline of our economy;

= Inflation of prices of goods and services is eating away our residents’ quality of
life and our businesses”’ ability to compete;



» Energy costs, due to our state’s position as the most dependent on foreign oil, is
escalating, compounding the cost of living in Hawaiti; and

* Not all segments of our community are sharing in our economic progress, with
homelessness being only the most extreme manifestation.

All these constraints have acted to slow Hawaii’s economic growth and if
unaddressed will continue to reduce the quality of life of Hawaii’s citizens. These
issues are complex and interrelated. While we believe that the inevitable business cycle
will address some of these constraints, others will require government action. This
action will require cooperation between the executive and legislative branches.

In response to the current economic conditions and the constraints outlined
above, DBEDT has adopted six strategic foci for its economic development efforts.

These six thrusts, included in my past testimonies before your committee, are as
follows:

1. Increase the supply of workforce housing;
2. Develop a competitive workforce engaged in life-long skill-set building;
3. Lower energy costs and increase energy security and self-sufficiency;

4. Increase flows of products, ideas and people between Hawaii and off-shore
markets;

5. Building an innovation infrastructure; and

6. Improving the business environment.

Giiven this context, DBEDT’s FY(09 Supplemental Budget request contains
additional funding for several of these critical areas. The balance of this overview
statement focuses on these budgetary additions. DBEDT’s Division Administrators and

Attached Agency Executive Directors will be able to address any other question you
may have on their budgets.

Workforce Housing

Increasing the supply of workforce housing is critical to the continued health
and sustainability of our economy. We need to continue to create workforce or ‘gap’
housing units, in high quality living environments, to support a skilled labor force in
Hawaii.

This month marks the full year of the Hawaii Housing and Finance
Development Corporation’s transfer to DBEDT; and together with the Office of
Planning, Land Use Commission and Hawaii Community Development Authority



(HCDA); DBEDT now has quite a few of the major elements of workforce housing
development under one roof.

In 2007, HHFDC, with the support of the Legislature facilitated the preservation
of 857 affordable rentals at Kukui Gardens; added new 1,478 affordable units to its
development pipeline through RFPs; and committed financing for the development of
566 new rentals.

Partnerships with the private sector will continue to be very important in this
effort to develop workforce housing. A good example is Halckauwila Place, an 18-
story, 196-unit affordable rental project in Kakaako, a partnership among HCDA,
HHFDC and Halekauwila Partners. Estimated completion is 2011.

In order to sustain and expand these workforce housing efforts, DBEDT’s FY09
Supplemental Budget request includes $25 million GO bond infusion for the Rental
Housing Trust Fund. The RHTF is one of the few tools the agency has to finance the
production of critically-need affordable rental housing units.

The supplemental request also includes $25 million GO bond infusion for the
Dwelling Unit Revolving Fund (DURF) to enable HHFDC to partner with private
developers and other government agencies to produce workforce and affordable
housing. DUREF is a flexible fund and may be used to acquire real property, develop
infrastructure, and provide interim construction loans for housing development.

Another $26 million GO bond appropriation is requested to complete the
structured transaction for Kukui Gardens. Act 231, SLH 2007 appropriated $25 million
in GO bonds to assist in the acquisition of a portion of Kukui Gardens, with 389 rental
units. HHFDC issued $45 million in tax-exempt revenue bonds to assist with the
acquisition and to rehabilitate the units. The requested $26 million will reduce the
revenue bond debt in order to keep rents affordable for low income residents.

Finally, $2.8 million in CIP is requested to replace the Waiahole Valley water
tank and water transmission system to address health and safety issues.

Energy for Tomorrow

The Legislative and Executive branches working collaboratively over the past
two legislative sessions have enacted a groundbreaking and comprehensive energy
policy framework for diversifying Hawaii’s energy sources, encouraging efficiency and
conservation, achieving energy security and positioning Hawaii to be a national leader
in renewable electricity and bio-fuels based on indigenous resources. Over these two
years, exciting — some would say breath-taking — developments have occurred.
However, because Hawaii disproportionately feels the effects of $100/bbl o0il, we need
to accelerate the fundamental changes in how the State and its businesses and residents
consume energy by accelerating the production of renewable and alternative energy,
increasing energy efficiency and adopting new technologies.



It is now essential that personnel and program funding be appropriated if Hawaii
is to succeed in executing the legislative priorities established by the State’s energy
policy framework. DBEDT’s Supplemental Budget request for energy reflects the
State’s high priority on programs to bolster clean energy development.

Please note that DBEDT’s energy requests are funded through inter-
departmental transfers from the Environmental Response Revolving Fund (ERRF) at
the Department of Health'. No new general funds are requested. In Act 245, SLH
2000, the Legislature expressly amended the ERRF statute to allow use of the fund for
energy efficiency and renewable energy projects. DOH supports this transfer. We ask
your support for the following supplemental requests:

To support DBEDT intervention in PUC Docket 2007-0176, “Intra-
governmental Wheeling of Electricity”, $300,000 is requested for technical and legal
assistance. This docket is crucial as it provides the State with options to stabilize and
reduce its electricity bill and to facilitate the development of renewable energy state-
wide. This quasi-judicial case involves issues of extraordinary technical and legal
complexity. Success in this docket has the potential to drive significant change in
Hawaii’s electricity generation sector.

In the 2007, through SCR 164 the Legislature directed DBEDT to examine the
feasibility of “one-stop permit” facilitation for renewable energy projects. This reduces
risks to private developers and accelerates development of renewable energy resources.
DBEDT researched “best practices” from other states and has submitted that report
under separate cover. To achieve the renewable energy project permitting efficiency
and improved processes identified by that study, $112,904 in annual recurring costs is
requested for one Renewable Energy Facilitator. This position will provide one full-
time staff to communicate, facilitate and coordinate permitting of renewable energy
projects.

Through Acts 240 and 162, SLH 2006, the Legislature established and
implemented an Alternate Fuels Standard for Hawaii’s transportation sector. The 2007
Legislature directed DBEDT to complete a comprehensive state-wide bio-energy master
plan to bring about a significant increase of bio-fuels produced from Hawaii’s
agriculture sector. To execute those policies and the bio-energy program, funding in the
amount of $700,000 for completion of the statewide bio-energy master plan and
$112,504 for one Bio-energy Program Manager is requested. This master plan will
address and road-map solutions to the following issues identified by all major

' Environmental Response Revolving Fund, Sec.128D-2, HRS. Purposes include “a wide variety of
environmental and natural resources protection programs and activities, including energy conservation
and alternative energy development ... global warming.” ERRF funded by the Environmental Response
Tax (ERT), Secc. 243-3.5, HRS, a five cent ($0.05) per barrel tax collected from distributors and deposited
into the ERRF until the amount reaches $20 million; fund amounts are drawn-down until $3 million,
whereupon replenished by ERT collections.



bio-energy stakeholders at the 2006 Bio-fuels Summit®. The expected result is a
sustainable and successful state-wide bio-energy industry supplying Hawaii’s energy
needs from indigenous agricultural resources.

The Legislature and Administration both agree that State government must
“Lead by Example” (LLBE) to increase energy efficiency and renewable energy use in
State facilities. As reported to the legislative energy committee chairs, funding
provided by the 2006 legislature enabled significant progress to be made in establishing
benchmarks and targets for energy conservation and efficiency among State agencies;
Energy Star certification of State buildings; increasing efficiency and conservation
through commissioning, retro-commissioning projects and energy performance
contracts; and incorporating LEED certification in new State construction. All LBE
amounts appropriated in 2006 have been expended or encumbered. To sustain these
efforts, $200,000 is requested to further expand the LBE projects; monitoring of
progress toward efficiency targets; and technical assistance and training for State
agencies to achieve LBE commissioning and retro-commissioning targets and for new
State construction to meet LEED standards.

To implement the direction of the Legislature’s Act 182, SHL 2007, that
DBEDT collect and analyze energy data to “effectuate the purposes of Chapters 125C,
196 and other relevant laws”, $197,582 in annual recurring costs for one Energy
Economist and one Energy Research Statistician is requested. Comprehensive and
accurate data and quantitative analysis thereof is necessary for (i) continued planning
and formulation of energy policy and regulatory decisions, (i} monitoring of the local,
domestic and international energy markets, (iii) assessment of proposed renewable
energy and bio-fuel projects, (iv) preparation for and response to energy emergencies,
and (v) assessment of the effectiveness all of the foregoing. The increase in
legislatively-induced energy sector activity over the past several years requires this
commensurate increase in data collection and analysis.

All of the foregoing funding for State energy programs are in response to
Legislative direction and mandates; all funding through inter-department transfers from
the Environmental Response Revolving Fund, with no general fund implications. As
we continue in the implementation phase of this package we welcome the legislature’s
continued involvement and oversight.

* This summit brought together major Hawaii landowners, agriculture producers, bio-energy converters
and refiners, distributors and bio-fuel users to discuss a state-wide policy and strategy to increase the
production of bio-fuels from Hawaii’s indigenous resources. Consensus was developed that the
following issues need to be resolved:

1. R&D on agricultural fuel crops, processing and conversion;

2. Water rights and access issues;

3. Incentives to encourage in-state production of bio-energy crops;

4. Streamlined permitting;

5. Infrastructure to move bio-fuels to markets; and

6. Coordination of policies and investments across the value chain.



Innovation infrastructure

In 2007, the Executive and Legislative branches agreed that a long-term vision
for Hawaii is an economy that embraces innovation; is globally competitive and
productive; and provides opportunities and choices for Hawaii’s citizens to prosper.
With the support of national experts, including the National Science Foundation (NSF)
and the National Governors Association (NGA), a key initiative was launched to
transform Hawaii’s economy to one where innovation is created and adopted
throughout.

Innovation is the dynamic process whereby Hawaii creates, develops and applies
new and better thinking, ideas and approaches to all sectors of the economy. It is the
process of creating better ways of accomplishing tasks, and then turning it into new or
improved products or services.

Innovation is the fundamental basis of sustainability and economic
diversification. It will allow us to increase our standard of living while lessening the use
of our scarce natural resources, including land. Innovation applies both to existing and
to new industries. It will lead to steady growth in productivity by applying technology
or know-how in ways that lower costs in order to compete — or by growing revenues
through the introduction of more valuable products and services.

The resulting “bottom-line” is more value and income for business owners and
for employees.

For Hawaii, this means creating the conditions and infrastructure to enable
Hawaii’s creative and entrepreneurial talent to turn ideas into products, services and
exports and to bring about a business environment that rewards productivity and
entrepreneurship.

To accomplish this, several key “drivers” need to be unleashed — developing
human capital, supporting world-class R&D and its commercialization; investing in
facilities and other infrastructure; and facilitating the creating of pools of investment
capital. The Hawaii Innovation Initiative sought to address these drivers.

A key component of the Hawaii Innovation Initiative is to prepare Hawaii’s
students to fill the expanding demand for innovation-driven jobs in all sectors of the
economy. The foundation of this preparation is delivering a quality education with
science, technology, engineering, and math (STEM). Through the 2007 Legislature’s
passage of Act 111, a good start has been made.

DBEDT’s Supplemental Budget request for FY09 includes a modest $50,000 in
funding to sustain this effort to improve how STEM education is supported and
delivered in Hawaii’s public school system. The proposed amount will fund activities
with the National Governors Association Center for Best Practices to develop additional
appropriate STEM education programs for Hawaii and the methodologies and
benchmarks for measuring its progress. One objective is broader public, business and
education community support for STEM education.
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Unleashing Hawaii’s human capital also means facilitating and supporting the
development of its existing arts, culture and creative sector. A vibrant arts and culture
sector in Hawaii will not only drive innovation, but also create the conditions a
competitive workforce, higher-paying jobs and a superior quality of life for residents
and visitors alike.

In 2006 DBEDT surveyed Hawaii’s creative sector for their economic
development needs. Respondents cited marketing and planning, e-commerce, business
networking and distribution as key areas where government could assist these sectors to
succeed. An amount of $80,000 is being requested to expand existing programs and
create new initiatives to support these needs. Activities will include increased capacity-
building and marketing activities such as workshops, networking events, web and
broadcast opportunities and trade show participation.

Capacity building workshops for arts, culture, music, and literary arts will focus
on increasing entrepreneurial, financial and management capacity in creating artistic
intellectual property (IP) and successful commercial product development. Marketing
and networking initiatives will focus on developing new markets and distribution
opportunities within Hawaii and offshore. Effort will be made to capture “new media”
technologies, such as export of Hawaii filmmakers and animators product through
national multiform broadcast exposure with established cable and broadband networks.

The Hawaii Film Studio located at Diamondhead provides important
infrastructure for local and off-shore film productions. In 2004, the legislature
appropriated $7.3 million for much needed repairs and upgrades. In order to keep the
studio in its current good working order and to prevent much more costly deferred
maintenance expenditures, $60,000 is requested for repair and maintenance.

Research and development (R&D) activity at the universities and private sector
companies is foundational to an innovation-driven economy. DBEDT’s Supplemental
Budget request for FY09 also includes funding support for R&D in the amount of
$200,000 as the State match for local innovation companies’ application for the $2.3
billion annual federal SBIR/STTR grants programs. The expected result is more federal
R&D funding obtained by Hawaii. Another $100,000 is requested to build capacity
among Hawaii’s innovation companies to seek and obtain increased federal grant
funding. SBIR training conferences and workshops and one-on-one grant-writing
assistance will be provided.

In 2007 the Legislature enacted Act 149 which established the Office of
Aerospace Development within DBEDT. In this supplemental budget, $235,000 is
requested to continue to build this program, with funds used to support a comprehensive
assessment of our State’s aerospace potential and opportunities for expanding Hawaii’s
aerospace initiatives. We also plan to establish a high leve] State Aerospace Advisory
Committee to recommend innovative aerospace policy initiatives to enhance Hawaii’s
competitiveness in global markets, build public-private partnerships for aerospace
research and commerce and address public education needs.



Below in summary form are additional operating and capital improvement
funding items included in the DBEDT FY 08/09 Supplemental Budget

I equest.
TABLE 1: SUMMARY OF NEW OPERATING REQUESTS - SUPPLEMENTAL FY 2009
DEPARTMENT OF BUSINESS, ECONOMIC DEVELOPMENT & TOURISM
Executive Budgot Requesi FY 09
Program Dapt,
1.0./0rg Priogly Description of Adjusiment MOF FTE(P} [ FTE(T) § Amount
BED 106/Cl 12 Increase GF basg for operation & maint, of HI Film Studie. A ) 60,000
82D 108/C1 . Conversion of Filrn.:.ndusiry Admin. Asst. Position #117018 from A 1.00 {1.00)
‘emporary to Parmanent.
BED 105/Cl _ Conversion of Bullding Mgr Posilion #49490 from Temporary to A 1.00 (1.00)
Permaneant.
BED 105/Cl - CID - Funding for CID Capacity Building & Markeling Programs: A 80.000
BED 113/XC 16 Convantlon Center Speclal Fund celling increasse. B 2,000,000
BED 120/81 8 Funds for Operating Pregrams of Scienca & Tech Branch. A 50,000
BED 120/S| 7 To provide suppon for expandiirrl!% 3 :!?y diversifying Hawail's aerospace A 235,000
BED 120/S[ 1 Funding and personnel for hioenergy program, 4] 1.00 812,804
Energy & Fuels Data Analytic Positions Authorization (Two- 2.00
BED 120/S| 2 Positions) & funding for Public Utlities Commission Docket 2007- U 2,00 497,582
0176, Intragovernmisntal Whaeling of Electricity.
BED 120/51 3 Funding support for technical assistancs o state agencies Y 200,000
implementing Lead by Example.
BED 120/S] - SIB - Funding for Enargy Fagilitator position U 1.00 112.904
DBEDT READ requests the addition of 1 position (Statistician I,
SR200C) o the Tourism Research Branch. Not seeking additiona?
BED 130/FA 17 funding from HTA. Assume budget same as FY 08, Funding far new u 1.00
position will ke from transfering money from Cther Current
EXpENSES.
. Interdepacdimentai transfar of funds from DHS under the TANF grant
BED 142/AA 8 for HIEST Academy Pregram and Robatics Compelition Programs., v 2,025,568
) Funding for the Hawall SBIR/STTR Grani Pragram assisis local
BED 143(TE 9 businesses expand their federally funded R&D projects to attract A 200,000
Phase 1l federa! dollars fo commercialize thelr products.
Funding for the SBIR Technical Asslstance program helps Hawak
BED 143/TE 10 businesses win faderal R&0D grants by trainirg firms how o prepare A 100,000
competitive SBIR granf prozosals,
BED 144/PL ; Increase expenditure cai]InLgof:’: E:L%v;nsﬁelds Cleanup Revelving N 1978587
BED 145//C 15 SID - (1) Rerewable Hydrogan Program Manager B 1.00 112,904
BED 145WC 15 (2} Hydrogen Invesiment Capital Special Fund B 5,800,000
BED 160/HA - Rent Adjustment - Cosrection of Amount W 408,587
BED 160/HF . General Funds infusion of $25.(’J:?Jl:1,300 for the Rental Housing Trust T 25,000,000
TABLE 2: SUMMARY OF NEW CIP REQUESTS FOR SUPPLEMENTAL FY 2009
DEPARTMENT QOF BUSINESS, ECONOMIC DEVELOPMENT & TOURISM
Prog ID Project Title MOf FY 2009
BED 107 Raof repairs to the Foreign-Trade Zone Facillly at Pier 2, c 930,000
~ BED 160 Relating to Kukui Gardens Rental Housing Complex c 26,000,000
BED 160 Waiahole Valley Potable Water System Replacemant c 2,800,000
BED 150 Kalaeloa Safety Improvements, Oahu c 850,000
BED 160 Rental Housing Trust Fund Infusion - o] 25,000,000
BED 160 Dwaelling Unlt Revolving Fund Infusion c 25,000,000
TOTAL 80,580,000
TOTAL BY MOF
General-Obligation Bonds o 80,580,000
Raimburgable General Obligation Bonds D -
Revenue Bonds E -
Federal Funds N -
Ravolving Funds w -
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attached boards. Of the department’s total supplemental request of $263 million, $21.5
million, or 8.2%, is appropriated to 6 internal divisions. The balance, $241.3 million, or

DBEDT is made up of six internal divisions, eleven attached agencies and two

91.8%, is appropriated to the department’s attached agencies.

DEPARTMENT OF BUSINESS, ECONOMIC DEVELOPMENT & TOURISM
OPERATING SUPPLEMENTAL BUDGET REQUEST BY MEANS OF FINANCING
FISCAL YEAR 2009 ($MILLIONS)

11

% of
Means of Financing Total
Program A B N T 9] W Total DSEDT
TdTAL DBEDT 12.38 160.45 22,28 46.92 5.24 15.56 262.83 100.0%
I. DBEDT CORE PROGRAMS 7.93 2.01 4.51 0.00 5.24 1.82 2_1.51 8.2%
-1. DIR OFC/ASO/OTL 221 2.03 4.24 1.6%
I-2. RESEARCH DIVISION 1.09 1.5¢ 2.68 1.0%
I3 STRATEGIC MKTG &
) SUPPORT DIV 1.83 0.2 1.62 1.82 5,52 21%
-4 CREATIVE INDUSTRIES
' DIVISION 1.37 1.37 0.5%
STRATEGIC INDUSTRIES
I-5. DIv 1.43 4.26 5.69 2.2%
FOREIGN TRADE ZONE
I-8. DIv 2.0 2,01 0.8% |
1. ATTACHED AGENCIES 4.45 158.44 17.77 46,92 0.00 13.74 241.32 91.8%
1i-1. Hi TOURISM AUTHORITY 139.06 138.06 52.9%
-2, ALOHA TOWER DEV CORP 1.53 1.53 0.6%
11-3. H! COMMUNITY DEV AUTH 0.31 0.65 0.9¢ 0.3%
11-4. Hl STRATEGIC DEV CORP 8.62 4.27 12,89 4.9%
I1-5. HI TECH DEV CORP 1.27 3.83 3.65 1.50 10.15 3.9%
11-6. LAND USE COMMISSION 0.49 0.42 02%
1-7. NATL]RAL ENERGY LAB 0.37 5.40 ) 6.88 12.65 4.8%
I1-8. OFC OF PLANNING 1.75 4.34 1.00 7.09 2.7%
HI HOUSING FINANCE & .
11-9 DEV 0.26 3.00 46.92 6.32 56.50 21.5%
MEANS OF FINANCING:
As GENERAL FUNDS
Bs SPECIAL FUNDS
N= FEDERAL FUNDS
T= TRUST FUNDS
us= INTERDEPT. TRANSFER
W= REVOLVING FUNDS




I will now call the department’s division administrators and attached agency
executive directors, on whom I rely to take DBEDT’s strategic thrusts and turn them
into meaningful programmatic action, to go into more detail their respective
supplemental budgets.

Thank you for this opportunity to make this opening statement.

12



Attachment 1
Department-Wide Summary Information
Totals for Proposed Department Budget Adjustments (by Method of Funding)

FY08
Act 213/07 Emergency

Appropriation | Restriction Request Total FY08

MOF (a) (b) © (a)+(b)+(c)
A 28,137,268 28,137,268
B 156,162,597 156,162,597
N 20,428,521 20,428,521
U 1,590,030 1,590,030
W 15,149,846 15,149,846
T '36,923,698 36,923,698
Dept. Totals| 258,391,960 - - | 258,391,960

FY09
Act 213/07

Appropriation | Reduction Addition Total FY09

MOF (d) (e) ) (@)He)+)
A 11,653,903 725,000 12,378,903

B 152,436,322 8,012,904 | 160,449,226
N 20,303,525 1,978,687 22,282,112
U 1,590,030 3,651,958 5,241,988
W 15,150,981 408,567 15,559,548
T 21,923,698 25,000,000 | 46,923,698
Dept. Totals| 223,058,459 -| 39,777,016 | 262,835,475

Please indicate restrictions and reductions as negative numbers, using brackets ()




Attachment 2

Department-Wide Summary Information
Fiscal Year 08 Proposed Emergency Requests

Program fD

Title of Emergency Requests

$ Amount

NONE

Dept. Totals by

MOF




Attachment 3

Department-Wide Summary Information
Fiscal Year 09 Proposed Budget Adjustments

|

Program ID MOF Program 1D Title F_JT,E $ Amount
[BED 105/Cl “A____|Creative Industries Division 0.00 140,000
BED 113/XC B ~ [Hawaii Tourism Authority 2,000,000
BED 120/8I A Strategic Industries Division 285,000
BED 120/SI U Strategic Industries Division 4.00 1,623,390

BED 130/FA u Research & Economic Analysis Division 1.00 -
BED 142/AA U General Support for Economic Development 2,028,568
BED 143/TE A High Technology Development Corporation 300,000
BED 144/PL N Statewide Planning & Coordination 1,978,587
BED 145/VC B Hawaii Strategic Development Corporation 1.00 6,012,904
BED 160/HA W HHFDC Administration 408,567
BED 160/HF T Housing Finance 25,000,000
Dept. Totals by MOF A 0.00 725,000
B 1.00 8,012,904
N - 1,978,587
U 5.00 3,651,958
W - 408,567
T - 25,000,000

Total-All MOF 6.00

39,777,016




Attachment 4

Fiscal Year 09 Proposed Budget Adjustments

[Prooram 1D.

MO

Description of Adjustment FTE (P) FTE (1) $ Amount
BED 105/C| [increase GF base for operation & maint. of HI Film Studio. ' 60,000 A
BED 105/Cl Conversion of Film Industry Admin. Asst. Position #117019 from Temporary to 1.00 (1.00) A
Permanent.
BED 105/Cl |Conversion of Building Mgr Position #49490 from Temporary to Permanent. 1.00 {(1.00) A
BED 105/Cl _|CID - Funding for CID Capacity Building & Marketing Programs. 80,000 A
BED 113/XC |Convention Center Special Fund ceiling increase. 2,000,000 B
BED 120/8| [Funds for Operating Programs of Science & Tech Branch. 50,000 A
BED 120/8| |To provide support for expanding and diversifying Hawaii's aerospace industry. 235,000 A
BED 120/S| _[Funding and personnel for bioenergy program. 1.00 812,804 U
BED 120/S| |Energy & Fuels Data Analytic Positions Authorization (Two- 2.00 Positions) & funding 2.00 497,582 U
for Public Utlities Commission Docket 2007-0176, Intragovernmental Wheeling of
Electricity. :
BED 120/S| |Funding support for technical assistance o state agencies implementing Lead by 200,000} U
Example.
BED 120/81 _|SID - Funding for Energy Facilitator position 1.00 112,904 U
BED 130/FA |DBEDT READ requests the additicn of 1 position (Statistician Ill, SR20C) to the 1.00 U
Tourism Research Branch. Not seeking additional funding from HTA, Assume
budget same as FY 08. Funding for new position will be from transferring money from
Qther Current Expenses. .
BED 142/AA |Interdepartmental transfer of funds from DHS under the TANF grant for HIEST 2,028568 | U
Academy Program and Robotics Competition Programs.
BED 143/TE |Funding for the Hawaii SBIR/STTR Grant Program assists local businesses expand 200,000 A
: their federally funded R&D projects to atfract Phase |l federai dollars to commercialize-
their products. '
BED 143/TE |Funding for the SBIR Technical Assistance program helps Hawaii businesses win 100,000 A
federal R&D grants by training firms how to prepare competitive SBIR grant proposals. '
BED 144/PL |Increase expenditure ceiling for Brownsfields Cleanup Revolving Loan Fund. 1,978,587 | N
BED 145/VC [SID - (1) Renewable Hydrogen Program Manager 1.00 112,904 | B
BED 145/VC |{2) Hydrogen Investment Capital Special Fund 5,900,000 B
BED 160/HA |Rent Adjustment - Correction of Amount 408,567 | W
BED 16Q/HF |General Funds infusicn of $25,000,000 for the Rental Housing Trust Fund. 25,000,000 T




Attachment 5
FY09 Capital Improvements Program Summary

Priorty Project 1ile FY0O $ Amount. | MOF
1 Roof repairs to the Foreign-Trade Zone Facility at Pier 2. 930,000 C
1 Relating to Kukui Gardens Rental Housing Complex 26,000,000 C
2 Waiahole Valley Potable Water System Replacement 2,800,000 C
3 Kalagloa Safety Improvements, Oahu 850,000 C
- Rental Housing Trust Fund Infusion 25,000,000 C
- Dwelling Unit Revolving Fund Infusion 25,000,000 C




Aftachment 6
FY09 Request Decisions

Depart
Priority

Prog ID/QOrg

Description

MOF

Perm.

FTE

Department

Temp.
FTE

$ Amount

Budget and Finance

Perm. Temp.
FTE

FTE $ Amount

MOF

Governor's Final Decision

Perm. Temp.

FTE

FTE

$ Amount

1

BED 120/ Si

Strategic Industries Division (SID) - Funding and
personnel for bioenergy program.

1.00] 1,

280,000

1

BED 120/ 81

Sirategic Industries Division (SID) - Funding and
personnel for biognergy program.

1.00

812,904

BED 120/ 8l

SID - Energy & Fuels Data Analytic Positions and
funding for Public Utilities Commission Docket 2007-
0176, Intragovernmental Wheeling of Electricity

2.00

140,000

BED 120/ SI

SID - Energy & Fuels Data Analytic Positions and
funding for Public Utilities Commission Docket 2007-
0178, intragovernmental Wheeling of Electricity

2.00

497,582

BED 120/ SI

SID - Funding support for technical assistance to state
agencies implementing Lead by Example

200,000

BED 120/ Sl

SID - Funding support for technical assistance to state
agencies implementing Lead by Example

200,000

BED 120/ SI

SID - Funding for Energy Facilitator position

1.00

112,904

BED 120/ 8l

SID - Greenhouse Gas Reduction (Act 234/SLH 07) 2
Positions

2,00

135,000

> (C

BED 105/ Cl

Creative Industries Division (CID) - Request is to fund
the Business & Development Administrator position

90,000

BED 120/ SI

SID - Funds for Operating Programs of Science & Tech
Branch

50,000

50,000

BED 120/ Si

SID - To provide support for expanding and diversifying
Hawaii's aerospace industry.

1.00

322,300

235,000

BED 142/ TL

Tourism - Add operating funds for Tourism Liaison
Office

5,000

BED 143/ TE

High Technology Development Corporation (HTDC) -
Funding for the Hawaii SBIR/STTR Grant Program
assists local businesses expand their federally funded
R&D projects to attract Phase |l federal dollars to
commercialize their products

200,000

- I g

200,000

10

BED 143/ TE

HTDC - Funding for the SBIR Technical Assistance
pragram helps Hawaii businesses win federal R&D
grants by training firms how to prepare competitive

SBIR grant proposals.

100,000

100,000




Attachment 6
FY09 Request Decisions

Depart
Priority

Prog 1D/Org

Description

MOF

Perm.

FTE

Department

Temp.
FTE

$ Amount

Budget and Finance

Perm. Temp.
FTE

FTE $ Amount

MOF

Governor's Final Decision

Perm. Temp.
FTE FTE

$ Amount

11

BED 144/ PL

Office of Planning (OP) - Base funding is being
requested to establish a mulfi-agency Enterprise
License Agreement (ELA) for Geographic Information
System (GIS) software.

200,000

12

BED 105/ Cl

CID - Increase GF base for operation & maint. of HI
Film Studio

100,000

60,000

13

BED 142/ AA

Dept Admin - Lotus Notes Programmer

1.00

43,824

14

BED 144/ PL

OP - Funding for studies to undertake State Land Use
District Boundary Review.

250,000

15

BED 145/ VC

SID - (1) Renewable Hydrogen Program Manager

1.00

80,000

15

BED 145/ VC

SID - (1) Renewable Hydrogen Program Manager

1.00

112,904

15

BED 145/ VC

SID - (2) Hydrogen Investment Capital Special Fund

5,

900,000

5,900,000

16

BED 113/ XC

Convention Center Spec. Fund ceiling increase

21

000,000

2,000,000

17

BED 130/ FA

Research & Economic Analysis Division (READ) -
Requests the addition of 1 position (Statistician I,
SR20C) to the Tourism Research Branch.

clw|w(m|x p-d b >

1.00

C|mm|m{»x »>» >

1.00

18

BED 142/ AA

Dept Admin - Interdepartmental fransfer of funds from
DHS under the TANF grant for HIEST Academy
Program and Robotics Cornpetition Programs

2,028,568

BED 105/ Cl

CID - Transfer of Pos. #117045 to BED 142 (Dept
Admin) '

(1.00)

>

BED 105/ Cl

CID - Conversion of Film Industry Admin Asst Pos.
#117019 from temporary fo permanent

1.00

{1.00)

1.00] (1.00)

BED 105/ CI

CID - Conversion of Building Mgr Position #49480 from
temporary to permanent

1.00

{1.00)

700 | (1.00)

BED 142/ TL

Tourism - Transfer of Pos. #117045 from BED 105CI

1.00

BED 160/ HA

Hawaii Housing Finance and Development Corporation
(HHFDC) - General Fund Exempt Position Salary
Increases

=le

10,605

Zlx > »

BED 160/ HA

Hawaii Housing Finance and Develaopment Corporation
(HHFDC) - General Fund Exempt Position Salary
Increases

>

BED 160/ HA

HHFDC - Exempt Position Salary Increases

188,533

BED 160/ HA

HHFDC - Collective Bargaining Adjustments

24,727

BED 160/ HA

HHFDC - Rent Adjustment - Correction of Amount

408,567

408,567

BED 160/ HD

HHFDC - Exempt Position Salary Increases

szl

77,646

z(2[E|=




Attachment 6
FY09 Request Decisions

Department Budget and Finance Governor's Final Declsion
Eﬁg&: Prog ID/Org Description MOF| Perm. Temp. Perm. Temp. Perm. Temp.
FTE FTE $Amount | FTE FTE $ Amount| MOF| FTE FTE $ Amount
- BED 160/ HF |HHFDC - Collective Bargaining Salary Schedule W 29,630 w -
Increases .
- BED 160/ HF |HHFDC - Collective Bargaining Salary Schedule W 6,509 w -
Increases
- BED 160/ HF |HHFDC - Exempt Position Salary Increases W 241,994 W -
- BED 160/ HF |HHFDC - General Funds infusion of $25,000,000 for A 25,000,000 A -
the Rental Housing Trust Fund.
BED 160/ HF |Increase Trust Fund ceiling - RHTF General Fund T T 25,000,000
Infusion
- BED 105/ Cl |CID - Funding for CID Capacity Building & Marketing A - A 80,000
. Programs
- IBED 144/ PL |OP - Increase expenditure ceiling for Brownsfields N 1,978,587 N 1,978,587
Cleanup Revolving Loan Fund




Attachment 7
Actions to Realize Savings

Program 1D

MOF

Amount of Actual FYQ7

— $ Amount of Projected

Description of Action to Realize Savings

Savings

FY08 Savings

N/A




Attachment 8
All Positions Vacant As of 12/1/07

Date of | Program . , Position | Exempt | Budgeted Actual Salary L_aSt Autho.rlty
Vacancy D Position Title No. YIN) Amount Employee Paid MOF | to Hire
{Annual) (Y/N)
12/05/06 | BED130 [Information Specialist liI 10066 N $38,952.00 $38,952.00 A Y
10/03/07 | BED144 [Planner VI 14957 N $73,032.00 $75,948.00 A Y
07/31/07 | BED130 |Clerk Typist Il 17805 N $23,736.00 $24,684.00 A Y
08/01/06 | BED100 |Secretary Ii 18398 N $29,976.00 $31,332.00 A Y
07/29/06 | BED107 |FTZ Representative 22200 N $51,312.00 $70,560.00 B N
11/01/05 | BED107 |FTZ Warehouse Worker 22205 N $34,728.00 $32,760.00 B N
09/20/07 | BED144 |PlannerV ' 22408 N $47,448.00 $49,344.00 A Y
‘07/01/05 | BED160 |Accountant IV 23660 N $42,144.00 $40,716.00 w Y
08/07/07 | BED144 [PlannerV 25238 N $47,488.00 $49,344.00 N Y
12/31/98 | BED160 |Housing Loan Services Officer 25650 N $47.448.00 $45,840.00 W N
12/01/07 | BED144 |Secretary Il 26359 N $46,164.00 $48,012.00 A Y
05/18/99 | BED107 |Clerk Typist Il 26756 N $23,736.00 $21,096.00 B N
03/16/04 | BED120 (Secretary Il 26796 N $0.00 $32,448.00 A N
08/01/07 | BED100 |Economic Development Specialist VI 27489 N $73,032.00 $75,948.00 A Y
04/30/05 | BED160 |Clerk Typist lI 27568 N $23,736.00 $22,932.00 w Y
08/13/07 | BED160 |Clerk Typist llI 27586 N $32,424.00 $33,720.00 W Y
04/23/07 { BED160 Clerk Typist [l 32938 N $24,684.00 $23,736.00 w N
07/07/07 | BED105 |Economic Development Specialist V 35259 N $47,488.00 $44,292.00 A Y
10/01/07 | BED160 {Account Clerk IV 36211 N $32,424.00 $30,156.00 w Y
03/01/07 | BED130 |{Librarian IV 39449 N $57,720.00 $57,720.00 A N
09/17/01 ; BED160 (Departimental Personnel Officer | 40990 N $50,472.00 $46,200.00 W N
06/01/07 | BED160 |Clerk Typistll 41264 N $25,944.00 $23,736.00 w Y
02/14/07 | BED160 (Clerk Typist Il 41266 N $23,736.00 $22,932.00 w Y
09/18/07 | BED160 |Personnel Management Specialist V 42099 N $49,332.00 $51,300.00 w Y
12/16/06 | BED100 |Economic Development Specialist VI 43036 N $64,932.00 $62,400.00 A Y
05/12/07 | BED103 |Planner V _ 45497 N $49,332.00 $49,332.00 A Y
08/16/07 | BED10Q |Business Development Program Manager 49499 N $78,929.00 $83,268.00 A N
07/01/03 | BED160 [Housing Development Specialist | 100385 Y $60,480.00 $60,480.00 w Y
01/10/07 | BED160 |[Housing Development Specialist Il 100387 Y $60,037.00 $60,036.60 ' Y




Attachment 8

All Positions Vacant As of 12/1/07

Date of | Program e _ Position | Exempt | Budgeted Actual Salary L_aSt Authc?nty
Vacancy D Position Title No. (YIN) Amount Employee Paid MOF | to Hire
(Annual) (Y/N)
04/11/06 | BED160 |Housing Warranty & Insepction Technician 100447 Y $42,696.00 $50,184.00 w Y
06/20/07 | BED160 |Housing Finance Specialist | 100489 Y $57,720.00 $57,720.00 w Y
02/02/02 | BED160 |Housing Development Specialist 11 100891 Y $64,920.00 $64,920.00 w Y
08/30/07 | BED160 [Housing Loan Specialisi 100929 Y $53,352.00 $55,488.00 w Y
03/09/05 | BED160 |Property Management Coordinator | 100932 Y $51,312.00 $56,040.00 w Y
10/04/07 | BED120 |Energy Clerk Typist 101058 Y $31,212.00 $32,460.00 N N
07/06/00 | BED160 |Loan Processing Assistant | 101626 Y $32,136.00 $32,136.00 w Y
07/28/07 | BED144 |Director, Office Of Planning 101867 Y $85,897.00 $82,992.00 A Y
03/29/02 | BED160 |Development Support Section Chief 102029 Y $66,144.00 $66,144.00 W Y
10/07/06 | BED160 [Housing Planner Il 102035 Y $55,032.00 $55,501.56 W Y
07/25/07 | BED150 |HCDA Asset Management Specialisi 102040 Y $0.00 $53,820.00 C Y
06/30/07 | BED146 |NELHA Microbiologist Il 102526 Y $49,332.00 $47,448.00 B N
06/30/07 | BED146 |NELHA Chemist llI 102694 Y $44,066.00 $44,066.16 B N
11/01/07 | BED143 [HTDC MIC Incubation Program Manager 102716 Y $58,219.00 $77,625.00 AB Y
06/20/07 | BED160 {Mortgage & Rental Finance Section Chiel 105731 Y $64,936.00 $64,936.08 w Y
10/31/07 | BED146 JNELHA Senior Secretary 107909 Y $56,925.00 $59,208.00 B N
02/20/04 | BED160 |Property Management Coordinator | 107935 Y $35,688.00 $38,976.00 w Y
01/19/06 | BED150 |HCDA Legislative & Community Relations Coordinator| 111511 Y $0.00 $55,764.00 C N
08/16/07 | BED143 |MEP Project Manager 116615 Y $70,380.00 $73,200.00 N Y
11/30/05 | BED151 [ATDC Development Manager/Special Assistan( 116965 Y $82,820.00 $81,636.72 B Y
09/29/07 | BED151 |ATDC Project Manager 117411 Y $77,996.00 $81,120.00 B Y
08/10/06 | BED160 |Housing Finance Specialist | 117422 Y $70,638.00 $79,590.00 W Y
05/04/07 | BED160 |Special Assistant 117429 Y $70,638.00 $65,240.04 W N
10/23/06 | BED160 [HHFDC Deputy Eecutive Director 118037 Y $77,000.00 N/A A Y
05/01/07 | BED160 |Housing Finance Specialist { 118415 Y $60,000.00 N/A W Y
05/01/07 | BED160 |Secretary | 118427 N $29,976.00 N/A A Y
11/20/07 | BED130 |Economist IV 118817 N $43,824.00 N/A A Y
11/20/07 | BED130 |Economist V 118822 N $49,344.00 A Y

N/A




Attachment 9
Listing of Expenditures Exceeding Federal Fund Ceiling for FY07 and FY08

_ EYQ/ - EYO7 FYOB Y08 Recurring
Program [D] Ceiling * Expenditures** Ceiling* Expenditures** Reason for-Exceeding Ceiling (YIN)
BED 144 2,304,282 50,047 FYO7: Brownsfield Assessment Grant, Public Law N

107-118, Small Business Liability Relief and
Brownsfield Revitalization Act. Funds used to
conduct environmental site investigations of
Brownsfield properties that are known or suspected
to be contaminated by hazardous substances or
petroleum.

BED 146 6,843,525 3,155,884 FYQ7: National Defense Center of Excellence for Y
Research in Ocean Sciences (CEROS)
technological development contracts.

BED 146 94,394 FY07: National Defense Center of Excellence for N
Research in Ocean Sciences (CEROS)
administrative expenses.

BED 146 321,390 FYQ7: Development and Deployment of Disturbed N
Energy Systems for the research and development
analyses to determine the feasibility and benefits of
the installing a variety of cutting edge technologies

that are interconnecied to the grid.

* Per House Finance Staff reflect appropriation amount under "ceiling”.
** Per House Finance Staff reflect Governor's approval that is in excess of appropriated amount under "expenditure”.




Attachment 10
Listing of Transfers for FY07 and FY(08

Program ID .

FYO7
Ceiling*

FYQ7
Amount Transferred

FY08
Ceiling**

FY08

Amount Transferred

Reason for Transfer

BED 100

1,995,056

(40,000)

Recurring
(Y/N)

FY 07: Transfer $40,000 to BED142 to provide
funding for services on a fee basis to implement
the "Innovation in Linking Hawaii to Global
Economy"” Policy.

N

BED 105

1,432,414

(2,000)

FY 07: Transfer $2,000 to BED142 to provide
funding for services on a fee basis to implement
the "Innovation in Linking Hawaii to Global
Economy" Policy.

BED 120

1,398,347

(55,000)

FY 07: Transfer $55,000 to BED142 to provide
funding for services on a fee basis to implement
the "innovation in Linking Hawaii to Global
Economy" Policy.

BED 130

977,480

(89,000)

FY 07: Transfer $89,000 to BED142 to provide
funding for services on a fee basis to implement
the "Innovation in Linking Hawaii to Global
Economy" Policy.

BED 143

936,930

(13,000)

FY 07: Transfer $13,000 to BED142 to provide
funding for services on a fee basis to implement
the "Innovation in Linking Hawaii to Global
Economy" Palicy.

BED 144

1,622,561

(31,000)

FY 07. Transfer $31,000 to BED142 to provide
funding for personal services on a fee basis to
implement the "Innovation in Linking Hawaii to
Global Economy" Policy.

BED 150

288,245

(11,000)

FY 07: Transfer $11,000 to BED142 to provide
funding for services on a fee basis to implement
the "Innovation in Linking Hawaii {o Global

Economy” Policy.

* General Fund Appropriation
** No transfers for FY 08




Attachment 11

Department Listing of Deployed Positions

Program ID | Program ID
Position Originally | Transferred | Narrative Discussion on Why Position was | Specific Reasons Deployment Will Result in Date Deployment | Expecled End Date
Position #|  Title/Description | Assigned to te Moved More Efficient Funcfioning of Department Impact to Program Originally Assigned to Began of Deployment

DEPARTMENT OF BUSINESS, ECONOMIC DEVELOPMENT & TOURISM - NONE




Department of Business, Economic Development, and Tourism

Supplemental Budget Request for Fiscal Year 2008 - 2009

Program I.D. and Title: BED 100 SM — Strategic Marketing and Support Division

1.

Introduction:

a.

Summary of program objectives.

SMSD promotes economic diversification and industry development by
addressing fundamental issues related to the building blocks of the new
economy. Of primary concern are the challenges brought on by globalization.
For small businesses, it means that the competition can now be located half way
across the world. For our present and future workforce, the need to upgrade
skills and remain adaptable are essential in order to be competitive in the global
marketplace. For our local economies, it means aligning with regional
economies to grow and be part of the broader, global economic scheme.

To accomplish its objectives of economic diversification and development, SMSD
supports:

* Existing and emerging industries through the expansion of Hawaii's
participation in global trade and commerce; linking Hawaii firms with
overseas agencies and organizations, increase in exports of Hawaii
products & services, workforce development; and

e New and existing business through business advocacy, coordination and
development of programs and projects aimed at specific business sectors
or economically-distressed areas, including rural areas and areas
affected by natural disaster.

Description of program objectives.

There are two distinct, yet synergistic, programmatic areas: the Marketing
Programs and the Support Programs. Together, these two programs support
DBEDT's strategic objectives by:

* Linking Hawaii's people, ideas and businesses with the global
marketplace to enhance global trade and to atiract investment;

¢ Promoting exports of goods and services from Hawaii fo provide Hawaii
businesses with a wider market base of opportunity;

¢ Supporting the development of an innovation infrastructure in Hawai
through the development of a capable and informed workforce especially
in the areas of science and technology, and building the capacity of our
workforce to handle community needs; .

¢ Improving Hawaii's small business environment through advocacy and
small business preference programs; and

BED 100/SM - Page 1



C.

» Attracting investment, including foreign investment, to support areas of
need such as workforce housing development, long term care facilities
and educational facilities.

Explain how your program intends to meet its objectives in the upcoming
supplemental year.

To meet the Marketing Programs’ objectlves efforts are focused on the
following:

1. Promoting global linkages/exports from Hawaii, and opening and expanding
markets for Hawaii's businesses through:

» Utilizing existing agreements and identifying new strategic opportunities
with foreign governments that will forge closer ties and generate new
businesses opportunities & relationships;

e Creating business and organizational partnership and matchmaking
opportunities for Hawaii’'s companies through conferences, events, and
our Sister-State relationships;

» Operating representative offices in Taiwan and Beijing to provide stable
linkages (governmental and business) with those regions;

» Providing relevant and fimely information about overseas market
opportunities and serving as a facilitation to access there opportunities;

¢ Organizing participation with private sector partners at domestic and
international tradeshows to market Hawaii as a business and investment
location, to gain new customers and sales for private sector business,
and to market Hawaii's areas of excellence and industry sectors with
competitive advantages;

o Facilitating introductions between buyers and investors and other
incoming business groups to purchase from or to partner with Hawaii

companies;

* Promoting professional and vocational education and training at Hawaii’s
institutions to Asian managers, administrators, and students as a means
of developing higher value market opportunities and promoting Hawaii as
a center for international education;

» Collaborating with the counties, Economic Development Boards and
industry associations in their targeted marketing efforts;

e Building on the successes of “consortia” marketing. SMSD has
developed three consortia: the Integrated Development Group (IDG),
which is a consortium of Hawaii companies in the tourism consulting
fields, and the Environmental Services Development Group (ESDG),
which is a consortium of Hawaii companies in environmental consulting

BED 100/SM - Page 2



and product development; and the Study Hawaii Group which is a group
of institutions in international education to attract students and training
groups to Hawaii;

Leveraging Hawaii's network of contacts in the public, quasi-
governmental, NGO and private sectors in the Asia-Pacific region; and

Matching Hawaii firms with opportunities in the Asia-Pacific region by
conducting targeted overseas business missions aimed at opening and
expanding markets.

Attracting new business and investment to Hawaii by:

Collaborating with county economic development boards and agencies,
trade and industry associations, academic and research associations,
and the private sector to market Hawaii’s industry areas of excellence;

Collaborating with cverseas partners to identify prospects who are
interested in investing or locating a business in Hawaii;

Providing information and assisting companies interested in relocating or
starting-up in Hawaii;

Participating in targeted industry events, conferences and exhibitions fo
aftract companies;

Promoting Hawaii's business assets and incentives including "Act

- 221/215, Enterprise Zones, State Employment Training Funds, etc., as

part of the business development effort;

Organizing outbound and inbound missions to promote Hawaii as a good
place for business and investment; and

Promoting the immigrant investor program in Asia and the U.S., educating
aftorneys and cther professionals about the program, matching overseas
investors with investment opportunities in Hawaii, and utilizing recent
federal support for investment atfraction.

Building an “Innovation Infrastructure” through readiness training and
networking opportunities with the global marketplace:

Sponsoring enterprise and export workshops to assist small businesses
to enter the export market;

Supporting industry improvement conferences and events;

Conducting workshops on how small businesses can benefit from
globalization; and
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4.

Attracting international workshops, seminars and conferences that
provide opportunities for Hawaii firms to expand their reach of contacts.

Improving the small business environment by:

Continuing the “Hawaii: Open for Business” campaign backed by a joint
effort of economic development agencies to market Hawaii as a business
location especiaily to targeted industry sectors;

Maintaining an SMSD website in Chinese, and collateral materials to
assist and attract businesses in selected languages; =

Producing high profile conferences that position Hawaii as a key location
for international business exchange; and

Orienting and assisting visiting groups, missions and journalists to feature
Hawaii’s technology, expertise, infrastructure, education and training, and
integrated medical health practices in media highlighting the business
assets of our state.

To meet the Support Programs’ objectives, efforts are focused con the
following:

1.

2.

Building an “Innovation Infrastructure” through workforce development,
through:

Collaborating on workforce development initiatives with county workforce
investment boards, state workforce development council and workforce
development partners;

Marshalling other state agencies such as the Dept. of Human Services to
participate in workforce training and development programs aimed
respectively at the hard-to-hire and community based needs, and Dept. of
Commerce and Consumer Affairs fo increase participation in financial
literacy efforts;

ldentifying industry workforce needs, and serving as a facilitator between
the training service providers, funding agencies and the private sector;

Developing and promoting work force development initiatives such as life-
long learning accounts and repatriation of ex-pats; and

Identifying and applying for grants (federal, private, NGO) that provide
financial assistance to kick-start or pilot workforce development projects.

improving the small business environment by:

Providing, through the Business Advocate, the necessary staff support to
the Small Business Regulatory Review Board (SBRRB) and streamiining
their review process to expedite comments to rule-drafting agencies;
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» Increasing the SBRRB’s public relations and publicity efforts to generate
more awareness of the program;

¢ Providing financial and technical assistance, through the Community
Based Economic Development Program, to eligible community
organizations to plan and implement economic development projects that
provide employment opportunities, build capacnty, strengthen identity, and
help retain and create cultural anchors;

e Developing partnerships to better leverage public funds geared toward
communities, such as those with the Office of Hawaiian Affairs and the
Department of Human Services, t0 meet targeted disenfranchised
communities’ needs; :

» Identify and solicit NGO’s and foundations for financial support to
community based organizations;

e Collaborate with a statewide Advisory Council to develop a more effective
public relations strategy and partnerships with other funding agencies and
organizations dedicated to community economic development;

¢ [mplementing an outreach campaign with the counties on the State
Enterprise Zone (EZ) program. The objective of the outreach program is
to increase new EZ enrollees by helping to identify, inform and educate
eligible businesses in designated zones about program benefits;

+ Developing new promotional and educational activities targeted to attract
new businesses to EZs in economically distressed areas and increase the
number of enrolled eligible firms from these areas;

* Increase advertising and publicity of Enterprise Zones and the EZ
program in collaboration with other state agencies, such as the Dept. of
Taxation, and in conjunction with the promotion of other tax incentives;

e Distributing EZ brochures, booklets, and copies of the EZ annual report
upon request and through the counties and other public and private
economic development entities. EZ information, maps, and application
forms will also be made available on-line with increased links to related
websites; and

» Providing Disaster Commercial and Personal Loans in the event of a
state-declared disaster through the states Disaster Loan Program.

2. Program Performance Results:
a. Discuss the performance results achieved by program in FY07.

A summary of the Marketing Programs’ FY 2006 and 2007 activities and resulis
include participating in three U.S. mainland trade shows; organizing two overseas
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trade missions, six reverse missions and eleven industry-specific promotional events.
Results realized include attracting $5.25 million in new investments into the state, $2.5
million in new exports, and between $3-6 million anticipated export sales. The
following details are provided :

1. Promoting global linkages exports from Hawaii, and opening and expandmg
markets for Hawaii's businesses:

e Organized Hawaii’'s participation at the BIO 2007 Annual International
Convention in Boston, May 6-9, 2007. The event attracted a record 22,366
attendees from 48 states and 64 countries. Hawaii's delegation consisted of
30 individuals representing 19 organizations and programs from the private
sector, state agencies and the University of Hawaii. Significant outcomes
include: Over 300 contacts made from the Hawaii Pavilion and $40,000 in
private sector support leveraged from this event; also, a California drug
discovery company is looking to move its operations out of the Bay area and
is considering Hawaii as one possible location; the company is currently
assessing the benefits of Act 221/215. Also participated at BIO 2006 in
Philadelphia.

+ Organized Hawaii's participation at the 2006 SPIE Optics & Photonics
Conference & Exhibition held in San Diego, August 15-17, 2006. The Hawaii
team consisted of 19 individuals from 11 organizations, representing a cross
section of private sector entities, academia and state government. This year's
event featured 277 exhibitors and was attended by 4,400 people. Significant
outcomes include: Over 100 contacts made through the Hawaii Pavilion; one
company (Ealing Catalog) seriously locoking to expand to Hawaii; market visit
planned for November 2006; one company (WNBC in LA) in discussion to
open sales office in Hawaii; 3 sources of new federal R&D funding was
briefed and connected with Hawaii companies; and $27,700 in private sector
support leveraged for this event.

» Organized Hawaii's participation in BioJapan in Osaka, in September, 2006.
Thirteen professionals representing the University of Hawaii, government and
the life sciences indusiry participated in a three day exhibition at the
BioJapan trade show as part of the U.S. Pavilion. The event attracted over
20,000 attendees during the three day event. In addition to exhibiting at the
trade show, Hawaii hosted a session that featured the Cancer Research
Center of Hawaii's future developmenis. This event attracted over 80
attendees. A significant outcome included a future ICT mission to Hawaii in
January 2007.

» Organized Osaka ICT Mission o Hawaii — Reverse mission comprising of
representatives from IT and telecom sectors in Western Japan. The mission
was led by NTT Docomo President and included 12 individuals who observed
and learned about IT and telecom initiatives on Oahu and the Big Island.
This mission was a direct outcome of Hawaii's partlmpatlon in BioJapan 2006
in Osaka.
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Produced performance by the Blue Sky Children’s Arts Troupe —a special
performance for over 200 Hawaii elementary school students io participate in
a colorful cultural presentation from China by 40 children.

Conducted the Hawaii Life Sciences and Innovation Seminars, Japan to
promote Hawaii’'s emerging industries, the seminars were attended by over
150 participants in Tokyo and Okinawa.

Participated in the Korea-U.S. Pacific States’ Economic Conference in
October 2006 in Seoul. A group of 21 Hawaii delegates representing 15
public and private sector organizations attended. One of the delegates made
a presentation in the tourism session, addressing Hawaii's strengths as a
location for meetings and conventions.

In October 2007, participated at the Korea-U.S. Pacific States Conference in
Boise, [daho. Secured the 2009 conference for Honolulu, Hawaii that will
attract 1,000 conference attendees.

Planned, organized and led an environmental mission to China. The eight
member mission, representing five Hawaii companies, visited Shanghai and
Chengdu to get a better understanding of the environmental landscape and
challenges facing China and to market their services and products to
government and private-sector companies. Supported by the Shanghai and
Chengdu offices of the U.8. Commercial Service (USCS), mission activities
included industry briefings, over 60 targeted one-on-one appointments, group
meetings with high-level environmental protection bureau officials and
environmental site visits.

Hawaii Environmental Biosolutions (HEB) signed a joint venture agreement
with Jinan Jiu Rong Water Treatment Company to deploy HEB's wastewater
treatment technologies in Jinan, capitol city of Shandong Province. The
agreement was a result of a reverse environmental mission to Hawaii led by
the U.S. Commercial Service office in Beijing. DBEDT planned and organized
industry briefings by Hawaii environmental companies, environmental site
visits and one-on-one business meetings. HEB will provide their patent
pending wastewater treatment technology valued at $1 million as their
investment in the joint venture. Jinan Jiu Rong will provide $500,000 cash
and the exclusive use of one of their existing factories, which sits on 600,000
square meters of land, valued at over $625,000, to establish the new
company. A private Chinese investor will invest $125,000 cash into the
venture.

Organized two site visits and industry presentation for a medical and dental
administration delegation from Chengdu and Kunming, China, led by staff
from the U.S. Commercial Service in Chengdu. Delegation members were
interested in visiting a comprehensive dental clinic and leaming more about
how Hawaii handles iis medical and dental waste. Hawaii Family Dental
Centers is the State’s largest group practice with eleven locations on four
islands and over 80,000 patients. The delegation toured the Center's
headquarters and learned how the multi-site complex of dental clinics handle
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personnel recruiiment, staff training, compensation structure and the
company's strategy to market their services statewide. Two participants in
the group who own their own hospital and dental clinics are interested in
working with the dental cenier's planning staff on design and operational
concepts for their future dental clinics. They were also interested in having
their new facilities look more Westernized.

The group also learned how Honua Technologies, the State’s largest medical
waste disposal company, safely handles and disposes of medical and dental
waste. The Chief Financial Officer of Huaxi Puji Hospital in Chengdu is in the
process of planning a new hospital in Sichuan Province and is interested in
evaluating Honua Technology’s products for installation in her three hospitals.
Honua Technologies has made many frips to China on their own in an
- attempt to establish and develop relationships in the industry and to market
and secure business overseas.

Planned and organized an environmental-focused program for a reverse
mission from Zibo City, China. A delegation of senior managers from the
Zibo Municipal People’s Government Administrative Committee of National
New and High-Tech Industrial Development Zone, traveied to Hawaii get a
first-hand look of what Hawaii's environmental service and product-based
companies have to offer Zibo. Zibo is an industrial city well known for its high
quality ceramics, silk, pharmaceutical and chemical products. Any of the
products manufactured in Zibo present its own environmental challenges to
the city's environment. With a population in excess of 4 million people, Zibo is
considered one of the top 50 Chinese cities in terms of economic production
and strength. The full-day program included a welcome by Director Ted Liu,
3 industry briefings, a site visit to the Waikiki Natatorium and meetings with
several Environmental Development Group Hawaii companies. The group’s
visit to Hawaii was a direct result of a DBEDT-led environmental mission to
Shanghai and Chengdu in September 2006. While the Hawaii delegation
was in Shanghai, Mr. Pengsheng Zhang, Deputy Director for Administration,
Zibo New & High-Tech Industrial Development Zone, travelled fo meet with
DBEDT staff and delegation members to explore the possibility of visiting
Hawaii as part of a multi-state, environmentally-focused tour of the United
States.

Planned and coordinated an environmental industry-focused program in
partnership with the University of Hawaii's Water Resources Research
Center. This environmental deiegation is the second group to visit Hawaii
from the Administrative Committee of Zibo New & High-Tech Industrial
Development Zone. The zone is interested in developing relationships and
partnerships with Hawaii environmental companies in the areas of safe
drinking water and wastewater treatment technologies. Initial contact was
made with the zone's deputy administrative director during a DBEDT-led
environmental mission to China in September 2006.

Planned and organized a one-day program for a hospital and clinical

laboratory delegation from Shanghai and Beijing. The 23 member
delegation, led by the U.S. Commercial Service (USCS) was interested in
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learning about Hawail's statewide healthcare system and State government's
role in regulating and monitoring medical facilities. The USCS had confirmed
the group’s interest in purchasing medical devices and new technology
related to the delivery of healthcare services and partnering to broker medical
supplies and equipment. Dr. Chiyvome Fukino, Director of the State
Department of Health, addressed the group on the topic of public health in
Hawaii. Honua Technologies, a Hawaii company that has developed a
proprietary medical and hazardous waste treatment and destruction system,
briefed the delegation on their technology. Honua has been actively seeking
business opportunities in China over the last four years. Healthcare
Association of Hawaii presented an overview of the network of medical
facilities in Hawaii. A site visit to the Hawail Medical Center East facility was
arranged for the group and included comprehensive briefing by senior
medical administrators and a tour of the hospital.

In June, 2006, assisted the Bishop Museum in the signing of an historic
cultural exchange agreement which resulted in a major exhibition which
began on July 11 and which ran through September 1, 2006, and which
focused on the historical and cultural development of the Hawaiian Islands.
The exhibit was developed after the Taiwan office invited the National
Museum of Prehistory to visit Hawaii in 2005 to meet with Bishop Museum
officials.

Helped Kona Brewing Company gain a foothold in the Taiwan brewery
market. Initial sales totaled $12,000 and 300 cases were ordered in 2007.

Taipei staff worked closely with Ever Shine Corporation to promote various
Hawaii products by placing principal Jason Lee in touch with such companies
as Hawaiian Sun, Noh Foods and Nutrex. In addition, staff introduced Mr.
Lee to EVA Airlines and Maersk Lines for possible long-term shipping
arrangements. He produced a major Hawaii product promotion at Taiwan’s
Lake Shore Hotel in August, 2006 at which 1,500 participated. All-in-all, Mr,
Lee imported $417,262 worth of Hawaii products by end of 2006. In April,
2007, Mr. Lee visited the Beijing office to discuss opening up an office for the
marketing of Hawaii Deep Sea Water.

Facilitated Hawaii participation at the annual World Trade Centers
Association (WTCA) conference in Beijing. Over the next ten years, the
WTCA plans to build 40 facilities in China over the next ten years, resulting in
revenues to Hawaii firms in the Integrated Development Group (IDG) of $2.5
million to $5 million. During the conference, an agreement was signed
hetween the Integrated Development Group (IDG) and the Association to
expand the Centers in China. IDG made a presentation on how it could help
developers and municipal governments determine the feasibility and optimum
mix of facilities.

Taipei staff reported a significant breakthrough in promoting Hawaii products
in Taiwan by partnering with Jason’s Market Place to feature a variety of
foods from the Islands at its Taipei supermarket. Jason’s is well-known
throughout Taiwan for as “the” place fo buy gourmet, imported products.
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Helped the tourism consulting Integrated Development Group {IDG) secure a
proposal for the redevelopment of the Tianjin Central Business District. The
value of the master plan would be $2 million. Further, IDG has been asked to
help master plan a nature and eco-tourism preserve in one of the largest,
untouched wetlands in the Beijing/Tianjin area. This could result in a site for
Hawaii's Environmental Development Group 1o demonstrate new
technologies. The value of this planning effort would be $1 million.

In September 20086, Taipei staff assisted in organizing a Deep Ocean Water
seminar in Taipei, and invited Mr. Reb Bellinger of Makai Ocean Engineering
and Mr. Jan War of the Natural Energy Laboratory of Hawaii Authority to
speak. Staff felt that the highly successful meeting could generate business
for Hawaii companies, such as Makai, with expertise in DOW planning and
engineering.

Participated in the Taipei International Travel Fair, from November 3 to 6,
2006 where they promoted IDG, short-term training and school excursion
programs. The event, which is considered Taiwan’s major travel show,
attracted 172,280 visitors. Also in November, Taipei staff participated in the
13" East Asian Entrepreneurs’ Summii— one of the largest international
economic gatherings in the region where they highlighted business
opportunities in Hawaii.

Beijing staff assisted Mr. James Cavanaughh and Mr. Herman Jones to set
up an extended car warranty business in China by assisting with a letier of
intent and the processing of the China Tax Exemption certificate. In May, an
agreement was signed between Hawaii Cavanah Associates and the Beijing
Mai Meng International Insurance Company—a first-of-its-kind in China. The
potential market for the auto insurance service appears to be significant.
Firm held its grand opening in October.

Beijing staff prepared an MOU between the China World Trade Center
Holding and the Heilongjiang Provincial Tourism Group fo renovate the
Huagiao Hotel in Harbin into a World Trade Center. IDG will provide a
package of services for this project. In March 2007, staff discussed a
possible World Trade Center project in Guiyang. In April, staff facilitated the
application of yet another WTC for IDG services—for a building at
Shijiazhuang. IDG would earn $600,000 for the two projects.

Taipei staff organized Hawaii participation at a food booth at Food Taipei,
from June 21 to 24, 2007 The show attracted vendors from 27 countries, with
a total of 1,600 booths. Hawaii products featured included jams and jellies,
macadamia nuts, sea salts, sugars, vodka, herbal teas and chocolates. Six
Hawaii companies took part in the event. A tfotal of 59 buyers visited the
- booth, representing department stores, restaurants, tea houses and coffee
shops. Ever Shine, a private Taiwan company, leased two booths and
featured a wide range of Hawaii products. Seventeen buyers from nine
countries visited. Sample sales at the booth totaled $3,076. Importantly,
participation led to two future marketing opportunities: at the Mitsukoshi
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Department Store in Taipei (in October) and the Janfusun Fancy World
amusement park (next year).

New export of products such as Hawaii deep sea water, processed foods and
confectionary, coffee, arts and crafts, apparel, etc. into Raboii, a Hawaii
themed gift retail store in Taiwan which the Taiwan office help get started,
totaled $1.2 million for calendar year 2007.

Attracting new business and investments to Hawaii:

Kodama Koi Farm (KKF) — a result of BioJapan 2004. KKF invested over $2
million in Hawaii to create a 10 acre aguaculture farm raising more than 1
million koi, making it the largest koi farm in the worid. KKF celebrated its
grand opening in October 2006. KKF has relocated their administrative and
retail sales office from California to Hawaii resulting in the following:

+ Total jobs created in Hawaii = 30

« Projected export revenues in 2006 = $2 million.

Total I, a Japanese trading company invested $1.5 million to establish its U.S.
branch office in Hawaii, utilizihg DBEDT's Foreign Trade Zone. Total I's
investment is a result of on-going business attraction activities focused on
Japan. Since locating to the FTZ, Total | expanded its business activities in
Hawaii by investing in a local manufacturer of Hawaii products. Total
investment for this project was $260k.

From November 24 to 30, 2006 Beijing and Taipei staffs participated in the
Guangdong International Tourism & Cultural Festival in Guangdong. They
assisted in organizing a Hawaii booth and organized two invesiment
seminars: in Guangzhou and Beijing. The Guangzhou seminar attracted
more than 80 persons, while the Beijing seminar drew 120 participants. Staff
offered a presentation on opportunities for investing in Hawaii, in addition to
sending out invitations, setting up hotel accommodations, contacting the
media and arranging meetings with high-level officials. Eighteen investors
expressed interest in learning more about Hawaii opportunities.

Beijing staff assisted numerous media representatives in visiting the islands
to promote education, training and investment opportunities in Hawaii. These
included the following: World Tourism Magazine, Travel & Leisure Magazine,
Golfweek, Ming, Rayli, Harper's Bazaar and BQ.

In July, 2008, staff met with Director General Liu Kezhi of the China National
Tourism Administration (CNTA) to follow up on the MOU signed by Chairman
Shao Qiwei and Governor Lingle during Vice Premier Wu's visit to Hawaii in
April, 2006. The MOU emphasized the sharing of information, the training of
CNTA personnel, and cooperation in expanding two-way tourism between
China and Hawaii.

Beijing office staff participated at the annual China [nternational Travel Mart
in Shanghai from November 14 to 17, 2006. With over 2,300 booths, “CITM”
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is the largest professional travel show in Asia. Staff highlighted opportunities
for training and business investment in Hawaii.

Organized a Tourism Forum on September 16 2006 at the Hawaii Convention
Center for China National Tourism Administration (CNTA) Chairman Shao
-Qiwei and officials from CNTA and Hawaii tourism leaders. The Forum
focused on challenges and opportunities for tourism development in China
and Hawaii, and what Hawaii needs to do to target the upper end of the
outbound Chinese tourism market. The Forum built on the April, 2006
Memorandum of Coocperation that pledged both Hawau and China to form
partnerships and strategic alliances.

Developed itinerary and presentations for a group of Chinese investors
visiting Hawaii in February, 2007 to explore Hawaii real estate opportunities.
The 24-member delegation was composed of persons from real estate
development, air conditioning, airlines, international trading and investment.

Beijing staff assisted Hawaii's High Technology Development Corporation in
establishing an office at the Zhongguancun Technology Park in Beijing. The
office will play a vital role in tapping into China's rapidly-expanding high
technology industry and forming partnerships with Hawaii companies.

Recruited and coordinated numerous groups of Chinese students and
professionals to visit Hawaii for degree education and short-term training.
Among these were a group of tourism officials from Heilongjiang Province,
who would train in various areas, including supervision and management,
information technology, and financial planning, and a group of 23 government
and private-sector officials from the Shanghai Municipal Tourism Commission
who were seeking training in hotel management. The two most popular
institutions for training are the UH Shidler College of Business and the UH
School of Travei Industry Management.

Worked with Hawaii educational institutions to attract students from
throughout China. Staff listed special courses, as well as other events or
programs of interest to the China market. The information was sent to
interested parties. Staff attended and distributed materials at the 12" China
International Education Exhibition Tour from March 2 to 18, 2007. The tour
visited Beijing, Shanghai, Nanjing, Guangzhou and Chongging. The major
focus of the tour was to attract Chinese students to overseas educational
opportunities. Staff reported a “great success” and noted a “high level of
interest” in Hawaii educational institutions.

Taipei staff planned the ASOA (American States Offices Association)
Investment Seminar on March 22, 2007 at the Taipei World Trade Center.
The seminar attracted 50 companies and 66 individuals who planned to
invest in projects in the U.S. Staff offered a presentation on investment
opportunities in Hawaii.

Taipei staff participated in four trade shows to promote Hawaii products and
education, at Oh, America—Oh, Canada (which focused on education) on
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March 3 and 4, 2007; the Taiwan Sports Recreation & Leisure Show from
July 19 to 22; the Taiwan International Biotech Fair from July 26 to 29, 2007,
and the Taipei International EnPEC & Water Show 2007.

In March, Beijing staff assisted representatives from UH and Zhongshan
University in collaborating on an MBA program between the UH Shidler
College of Business and Zhongshan University School of Management. In
addition, staff met with Shidler and Sun Yat-sen University officials to discuss
a China international MBA program.

Beijing staff assisted the Heilongjiang Provincial Tourism Administration,
which led to the signing of a Memorandum of Cooperation on May 2, 2007.
The agreement offers DBEDT the opportunity to assist the province in a
number of areas, inciuding hotel management, tourism development, tourism
resources planning and marketing. Importantly, the agreement also specifies
that Hawaii will serve as a “major training base” for Province tourism officials.

3.  Building an “Innovation infrastructure” including human capital development:

Conducted a briefing for developers on the Immigrant Investor Program (EB-
5) to inform them of how the program can be used to reduce their financing

costs;

Partnered with the Hong Kong Business Association of Hawaii to conduct a
series of workshops on doing business in China;

Held bi-weekly wdeo teleconferences with the Economic Development
Boards and agencies of the counties, other state agencies including the
University of Hawaii, and DBEDT to continue the inter-agency sharing of
information and dialogue, including in work force devefopment issues,; and

Served as the state economic development agency’s representatlve on the
Oahu Workforce Investment Board.

4. Improving Hawaii’s small business environment:

Through the efforts of our contractor, Enterprise Honolulu, a Targeted
Business Development project has been implemented to identify Hawaii
innovation companies who are at a critical growth stage to find potential
mainland investors and partners to help develop and grow their products and
services locally and globally. EM assisted/mentored 16 companies by
arranging B2B meetings and providing targeted research reports tailored for
that specific company. Of the B2B meetings, one deal has resulted to date.

Worked with the Economic Development Alliance of Hawaii and the four
county economic development boards to promote Hawaii's technology-based
services while jointly promoting county assets within the context of unified
and coordinated state campaigns. Examples include BIO 2007 and SPIE
2006 Optics & Photonics.
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The Support Programs’ results are as follows:
» Business Advocate:
1. New/Amended Rules reviewed by Business Advocate:

FY 2006 FY 2007
65 57

2. Businesses requesting regulatory relief:

FY 2006 FY 2007
4 5

« CBED:
1. Number of jobs generated by community-based organizations (CBO):

FY 2006 EY 2007
95 153

2. Number of CBOs seeking technicalffinancial assistance:

FY 2006 FY 2007
520 550
3. Number of workshops and conferences providing technical assistance to
CBOs:
FY 2006 : FY 2007
6 18

e In FY 2006, 15 community-based organizations received $260,532, in CBED
Program grants for technical assistance and community economic development. In
2007, no grants were approved as funding levels for the CBED Revolving Fund were
minimal. However, 12 community-based organizations completed previous year
grant awards, reporting 153 new full-time and 100 part-time jobs created, 61 new
businesses created and 151 existing businesses assisted or expanded. Also in FY
2007 the CBED Program provided technical assistance funding for 16 community-
based business raining workshops presented by the Hawaii Alliance for Community-
Based Economic Development (HACBED) and Volunteer Legal Services Hawaii
(VLSH), and co-sponsored 2 community-based economic development conferences
with economic development training components presented by the Council for native
Hawaii Advancement (CNHA) and the Office of Hawaiian Affairs (OHA). More than
850 participants, representing more than 250 organizations aftended these two
conferences. Since its inception, each dollar from the CBED Program has been
matched by more than 11 dollars from over 30 different public, private and
community financing sources.
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e Enterprise Zones (EZ):

CALENDAR YEAR 2004 2005
New Companies enrolled . 17 25
Certification Letters issued 104 95
Number of _
Companies Enrolled 203 191
in Program

¢ Financial Support:

The Financial Support Program confinues to provide Disaster Commercial and
Personal Loans in the event of a state-declared disaster.

b. Explain how these results relate to the program’s objectives and department’s
mission.

The Marketing Programs' strategic initiatives serve the primary goal of diversifying
Hawaii's economy by increasing the export of Hawaii's products and services and
attracting new business and investments to the state, which increases revenues and
creates jobs. Attracting new sources of investment, positioning Hawaii as a significant
global business location, and facilitating opportunities for Hawaii’'s companies to
access new domestic and international markets support the Department's overall
mission of growing and diversifying Hawaii's economy.

The Support Program results relate to objectives and missions as follows:

The Business Advocate has responsibility for assisting state agencies in
determining the effect of regulations on the business community. Reviewing
and testifying on proposed legislation and analyzing administrative rules carry
out this objective. While much of the effort of the Advocate is based on input
from the agencies themselves, there is a continuing emphasis on determining
the best methods for developing meaningful and less burdensome regulations
and helping agencies determine the business impact of their rules.

' CBED's primary objectives are to provide technical and financial assistance to

‘qualified non-profit community-based organizations that enables them to plan
and implement economic development projects that provide employment
opportunities, build capacity, strengthen identity, and help retain and create
cultural anchors in the local community. Tracking program performance
based upon the number of jobs created, assistance to new and existing
businesses, the number of community organizations seeking technical and
financial assistance, and the attendance at CBED workshops and conferences
provides quantifiable measures of the program's efficiency and effectiveness.
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Economic development projects undertaken by community-based
organizations support the department's mission to diversify the economy of
Hawaii and create hew employment opportunities.

» Enterprise Zones are making a tangible and cost-effective contribution to the
department's efforts to stimulate business activity and job creation in
economically distressed areas. The recent additicn of more high-tech
business activities to EZ eligibility should also increase the program’s
contribution to the department’s economic diversification efforts.

) Thé Financial Support Program continues to provide Disaster Commercial and
Personal Loans when there has been a state-declared disaster.

¢. Explain how the effectiveness of the program is measured (i.e.: outcomes,
measures of effectiveness, benchmarks, etc.) and discuss the performance
results achieved during the past two years.

The Marketing Programs measure their effectiveness by the number of global
linkages generated; new export firms they assisted, increases in export revenues,
and the dollar amount of new investments. Outcomes of specific activities are

presented in 2.a. above.

The Support Programs measure theif effectiveness as follows:

+ Business Advocate:

1.  Number of new and amended rules reviewed by business advocate and
the Small Business Regulatory Review Board.

2. Number of small businesses requesting regulatory relief.

3.  Number of petitions.

¢ CBED Program:

1. The number of jobs, new businesses or expansion of existing businesses
generated by community-based organizations (CBO).

2. The number of CBOs seeking technical/financial assistance.

3. The number of CBED workshops and conferences providing technical
assistance to CBOs.

Successful community-based economic development integrates viable economic
projects to promote a community's vision for its future health and quality of life.
The CBED Program provides training and capacity-building opportunities to
promote, support, and invest in community-based development projects that result
in measurable economic impact.

e EZ Program:
1. The number of firms eligible for £Z enrollment.

2. The number of new firms enrolled and certified.
3. The number of jobs created by enrolled firms.
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The first two measurables are primarily contingent upon the number of zones and
the number of eligible firms already located within each zone. The type of
businesses enrolled in the program is also monitored because this can provide a
rough measure of the quality of jobs being created.

d. Discuss the actions taken by each program to improve its performance results.
The Marketing Programs’ actions were as follows:

¢ Restructured the Immigrant Investor Program to be in compliance with new rules
and regulations as set forth by the U.S. Customs and Immigration Service by
seeking a professional third party to market, screen and track investments and
investors participating in the program.

¢ Branded under “Global Links” the various international related activities
undertaking by the Division: Global Links newsletter, Global Links seminar,
Global Links special events, etc.

» Entered into a partnership with the Pacific and Asian Affairs Council (PAAC) to
facilitate and implement more international educational relationships. PAAC has a
strong network of international affairs clubs at the local high schools while DBEDT
has a strong network of contacts in education in Taiwan and China. The
partnership will help more Hawaii students and teachers to travel abroad, and vice
versa. :

e Developed a continuing and comprehensive local, national and international
marketing program that positions Hawaii as a location for serious business.

¢« Implemented a more collaborative approach to mobilize county economic
development agencies and boards, industry and trade associations, private sector
firms and the academic community to jointly produce and implement projects,
leverage resources and compliment skills.

o Utilized partners located overseas énd in domestic markets, including expatriates,
to help market Hawaii as a business location and to find partners/opportunities for
Hawaii's firms.

¢ Continued streamlining the Beijing and Taipei Offices in 2006 and 2007 to be
responsive to the potentially lucrative opportunities resulting from, among other
things: a) Shanghai’s 2010 World’s Fair, b) a major development initiative in
Western China, led by an effort to use tourism to stimulate local and regional
economies, c¢) development of World Trade Centers in China, Hawaii's expertise
in sustainable tourism development could be well utilized in these development
efforts, and plans and programs are underway to ensure that our firms are being
considered.

e Aggressively pursued opportunities to promote Hawaii as a location for
investment, through seminars and outbound and inbound missions.
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3.

The

Enhanced the level of awareness and providing relevant information on Hawaii's
products, as well as to support business development for companies interested in
international trade.

Increased the local awareness of DBEDT’s Beijing and Taiwan offices.
Support Prbgrams’ actions were as follows:

Workforce Development: Collaborated with DLIR and the Workforce
Development Council to identify and workforce needs and streamline ways for
government to meet these needs.

Business Advocate: Emphasis continues to be placed on improving the rule
review process of the Review Board. The Advocate has improved
communications with regulatory agencies to insure that draift rules have a more
specific impact analysis before they are sent to the Governor.

CBED: Program staff has partnered and collaborated with Federal, State and
private economic development fund providers, private sector businesses, and
technical assistance providers to develop more efficient lines of communication
between agencies to control duplication of services. The website is currently being
revised and updated to allow the general public and eligible organizations easier
access to program information, and allow for more efficient reporting and data
input by CBED Program clientele.

Enterprise Zones: All counties are at or close o the maximum number of zones
allowed. So increasing the number of participating firms via the creation of new
zones will be more limited than in the past. However, the Urban Honolulu zone

. was expanded to include all of Kakaako. This is expected to primarily help to

increase the number of participating high tech firms. Legislation will also be
reintroduced to help more farmers qualify for EZ benefits by increasing sales
rather than employment. Finally, a strategic plan has been developed with input
from DBEDT staff, program staff and county representatives to enhance and
improve the effectiveness of the EZ program.

e.  Please identify all modifications to your program’s performance measures
and discuss the rationale for these modifications.

Not applicable.

Problems and Issues:

a. Discussion of problems and issues encountered, if any.

1.

Hawaii continues to be thought of only for its sun and surf. Establishing its
business image away from the “boondoggle” image will take a prolonged effort
with a consistent message, and commitment by economic development
partners.
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The Marketing and Support programs budget in the last budget biennium for FY
2006 and 2007 was reduced by $125,000 for each year of the biennium,
representing a 22% decrease in non-payroll, ex-GIA funds available for current
expenses. Meanwhile, the U.S. dollar has weakened in reiation to the Chinese
RMB, the Taiwan NT and the Japanese Yen. As a result of this loss of funds, the
continuance of DBEDT’s overseas offices as well as high profile marketing
activities are in jeopardy.

The political instability and business uncertainty in Taiwan with the current
president and the on-going tension between China and Taiwan. Taiwan, as an
investor source, should improve in 2008.

Lack of Legislature support for overseas trade missions have had a negative
effect on recruitment of participants and partners.

b. Program change recommendations to remedy problems.

1.

6.

DBEDT's Overseas Oifices will play an expanded role in generating new
business leads, facilitating strategic alliances, providing market intelligence, and
actively matching Hawaii firms with opportunities overseas.

DBEDT initiated its “Hawaii Global Links” brand during the FYC8. DBEDT will
continue to use this brand in its marketing programs, to promote the importance
& need for global awareness and participation.

DBEDT initiated a collaborative approach in marketing its assets by a.} teaming
with county economic development agencies and boards, trade and industry
associations, academic institutions and the private sector. Through leveraging of
resources and skills, the collaborative approach is more efficient and effective in
getting our marketing message across. b.) establishing consortiums to market
tourism consulting, international education and environmental services and, c.)
cooperating in the DOE, UH and other educational institutions to promoting
international and cultural education.

CBED programs will be focused on enirepreneurship and creating a livable
communities.

The SBRRB/Business Advocate will increase its outreach and promotional efforts
to increase the number of firms seeking regulatory relief and general overall
awareness.

The EZ program will increase outreach & one-on-one assistance efforts.

Identify any program issues or problems that have affected or will affect the
implementation of the program, and the corrective measures or remedies
established or planned. '

The Marketing and Support programs budget in the last budget biennium FY 2006
and 2007 was reduced by $125,000 for each year of the biennium, representing a
22% decrease in non-payroll, ex-GIA funds available for current expenses.
Meanwhile, the U.8. dollar has weakened substantially in relation to the Chinese
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RMB, the Taiwan NT and the Japanese Yen. As a result of this loss of funds, the
continuance of DBEDT'’s overseas offices as well as high profile marketing activities
are in jeopardy.

4. Expenditure for FY08:

"(Pos. Counts)

Personal
Services

Current
Expenses

Equipment
Motor Vehicles

Total

(Pos. Count)
Special Funds

(Pos. Count)
Federal Funds

{Pos. Count)
Other Funds

(Pos. Count)
General Fund

Act Estimated
213/SLH Collective Transfer Net Total

2007 Bargaining In/(Out) {Restriction) Allocation Expenditures
(20.00) {20.00) (20.00)
1,221,386 39,509 1,260,895 1,260,895
3,028,571 3,028,571 3,028,571
4,249,957 39,509 4,289,466 4,289,466
250,000 250,000 250,000
1,821,915 1,821,915 1,821,915
(20.00) {(20.00) (20.00)
2,178,042 39,509 2,217,551 - 2,217,551

a. Explain all transfers within the Program L.D. and the impact on the
program. '

Not appiicable.

b. Explain all transfers between Program [.D.’s and the impact on the program.

Not applicable.

¢. Explain any restrictions and the impact on the program.

Not applicable.
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5.

6.

Supplemental Budget Requests for FY09:

a. Workload or program requests.

None.

new, filled or vacant.
‘Not applicable.
Program Restrictions:

None

: Supplemental
Appropriation Budget Request
FY 2008-09 Adjustment FY 2008-09
{Pos. Counts) (20.00) (20.00)
Personal 1,221,556 1,221,556
Services '
Current 2,678,571 2,678,571
Expenses
Equipment
Motor Vehicles
Total 3,900,127 3,900,127
~ (Pos. Counts) -
Special Funds -
(Pos. Counts} - -
Federal Funds 250,000 250,000
{Pos. Counts) - -
Other Funds 1,821,915 1,821,915
(Pos. Counts) (20.00) (20.00)
General Funds 1,828,212 1,828,212

For all position count reductions, please specify whether the positions were '
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Capital Improvement Program {CIP) Request for FY(9:
None
Proposed Lapses of CIP projects:

None
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Department of Business, Economic Development, and Tourism
Supplemental Budget Request Fiscal Year 2008-2009
Revised 1/7/08

Program I.D. and Title: BED 105 - Creative Industries Division

1. Introduction:
a. Summary of program objectives.

fn its broadest definition creative industries encompass economic activity of a
wide spectrum of entrepreneurial and commercial businesses, individuals,
production companies, software developers, cultural enterprises, nonprofit
institutions and government agencies that directly or indirectly produce goods
and/or provide services that are rooted in, or generated by artistry, design,
aesthetic value or cultural enterprise.

Formed in 2003 within the Department of Business, Economic Development and
Tourism (DBEDT) to provide a cohesive program to support the development of
Hawaii's entertainment, culture and arts sectors, the Creative Industries Division
{CID) promotes, accelerates, and advocates for the growth of Hawaii’'s creative
industries resulting in a vibrant, internationally recognized self-sustaining sectors
of Hawaii’'s economy. Comprised of the Film industry Branch (FIB) and the Aris
and Culture Development Branch (ACDB), CID is dedicated to:

e Activating Strategic Partnerships

s Connecting existing assets to deliver

¢ Tangible resuits

In a study conducted by DBEDT's Research, Economic Analysis Division, total
average annual creative output for Hawaii increased 5.6 percent from $1.9 million
in 2002 to $2.3 million in 2005. Likewise, total creative earnings for the State
increased at an annual rate of 3.4 percent to nearly $1.1 million in 2005. Finally
in 2005, total creative jobs (i.s., including both wage and salary jobs and
proprietors’ jobs) were estimated o be 28,884, an increase of 7.4 percent
annually from 2002,

CID's output and measurable results are focused on four of DBEDT's six
strategic objectives. They are (1) Workforce Development: to develop, retain and
attract a workforce with the skills required for an innovation-driven, globally
competitive economy, (2) Global Links: to increase the flow of people, products,
services, and ideas between Hawaii and its export markets, (3) Creation of an
Innovation Infrastructure: to create the infrastructure that enables Hawaii's
creative and entrepreneurial talent to turn ideas into products and services, and
(4) Improving Hawaii's Small Business Environment: to lead public sector efforts
to bring about a business environment that is market-driven, and rewards
productivity and entrepreneurship.
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b. Description of program objectives.

Leveraging resources, partnership development and workforce development are
critical to accelerating the economic viability of the creative industries in Hawaii's
economy, resuiting in higher paying and highly desirable jobs in key target
sectors including:
¢ Culture and arts
Film, television, broadband and digital media
Music industry
Visual and performing arts
Literary Arts
Applied arts and commercial design
Arts and Digital media education

[n response to the SMS Research survey of creative industries, arts and
entertainment related businesses, need areas include:
¢ Marketing and Planning
Technology support/education
eCommerce
Training and Skills development
Business Networking
Distributor and agent contacts

Programs and activities such as educational seminars, training workshops,
mentorship and internships are critical to building skill sets that help businesses
and individuals operate more effectively.

Encouragement and development of exportable goods and services will expand
the reach of targeted industries into new and existing markets. It will also help
promote and brand Hawaii resulting in greater global exposure and the attraction
of business investments and tourism exposure for the state.

Improving Hawaii’s business environment is critical to alleviating impediments to
the growth of Hawaii's creative industries. In addition, CID functions as a liaison
between industry and government; provides one-on-one counseling; and
disseminates current and accurate information to support the growth of iocal
creative-based businesses. The majority of the companies CID services are
small scale companies. This function is important to removing obstacles that
prevent these companies from growing and providing employment opportunities
to Hawaii's workforce.

The missions and objectives of the two branches comprising CID are as
follows.

Film Industry Branch (aka Hawaii Film Office)

FIB’s mission is to stimulate and support a sustainable, self-sufficient film,
television, and digital media industry which respects Hawaii's natural beauty and
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resources. lt is also responsible for promoting statewide economic development
of the film and video production industry in Hawaii in terms of its growth, revenue
generation, diversity of resources and stability.

FIB’s program objectives are to increase film and television production in
Hawaii by:

Stimulating the development of the local film and digital media industries by
providing support for industry groups, networking opportunities, film education
opportunities, access to resources, and strategic business partnerships to
stimulate distribution of products.

Attracting more off-shore productions through marketing Act 88 (SLH 2006)
film industry tax incentives which increased the refundable tax credit to 15%
on Oahu and 20% on the neighbor islands.

Serving as the primary liaison between the film industry and government, and
striving to maintain positive relations among the film industry and
government, and maintaining positive relations among the film industry, the
community, labor, and business.

Educating lawmakers and the general public about the importance and
potential of a local film industry.

Marketing and promoting Hawaii as a film location through advertising and
promotional materials, trade shows, film festivals, and film industry events.
Continuing to administer and improve the statewide one-stop film permitting
process.

Streamlining operations and management at the Hawaii Film Studio in
support of its primary function to support production needs.

Arts and Culture Development Branch (ACDB) mission is to activate a statewide
program that accelerates the economic viability and visibility of the arts and
cultural sectors of Hawaii's creative economy.

ACDB’S program objectives are to expand and diversify Hawaii’s economy

by:

Evaluating the current economic status of Hawaii’s creative economy sectors
and determining realistic achievable goals for growth.

Providing a resource via the creation of a web portal for CID to support
access to information that supports the needs of the arts and culture
industries.

Serving as a statewide liaison and business advocate to support and
enhance industry sectors of Hawaii's creative economy that have the
potential to become greater economic drivers for Hawaii, via programs and
the CID web portal. '

Directing the formulation and implementation of statewide programs to assist
Hawaii creative industry businesses in developing and expanding domestic
and foreign markets for their products and services.

Aftracting and creating regional, national, and international businesses and
cultural exchange opportunities that have the potential for net export and
visitor-related benefits.

Identifying and analyzing challenges and issues that hamper the growth of
industry sectors of Hawaii's creative economy and recommending
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appropriate State remedies by developing legislative proposals and policies
to support and enhance the viability of these sectors.
« Activating key sector-specific partnerships to advance goals and initiatives.

Explain how your program intends to meet its objectives in the upcoming
supplemental year.

FIB plans to meet its program objectives through the foliowing activities:

o Developing a unified film marketing program in cooperation with the four
county film offices.

e Serving as the primary liaison between the film and television industry and
government, labor, business and residential communities.

« Administering a statewide, one-stop permitting process for filming on State
lands and property.

» Providing on-going staff-support services to manage and coordinate
film/television/photography permit process for off-shore and local productions.
(FIB issues over 1,300 permits annually and handles a daily communication
volume for permitting on average of 22 calls/faxes/femails on a weekly
basis/20,000 annually.)

» Providing production inquiry responses. The office also responds to more
than 10,000 callsffax/email requests for information and/or service annually
{excluding film permit inquiries).

e Collecting and maintaining statewide statistics on film industry activity and
economic impact.

+ Developing a grants program to support local film and digital media projects,
thereby bulilding a sustainable, seif-sufficient local film industry.

+ Advertising in key Hollywood and international trade industry publications to
maintain awareness and promote new tax incentives.

+ Representing Hawaii at industry trade conferences, shows, film festivals, and
other events as a sponsor.

« Managing, marketing and operating the Hawaii Film Studio, its grounds and
up keep of facilities.

« Deveioping and distributing informational and promotional material about
filming in Hawaii.

» Converting two (2) temporary positions to permanent positions so that there
is adequate staff to respond to industry needs and business development.

To meet ACDB’s objectives, efforts will be focused on planning and implementing
the following activities:

« Developing ACDB's strategic plan as part of the overall CID strategic plan, to
clearly layout the role in supporting Hawaii's creative economy sectors.

» Completing and launching the CID web portal in first quarter of 2008 to
provide an internet presence for the purposes of connecting creative
communities with information, services and educational/business
development opportunities.

» Implementing, co-sponsoring and supporting trade development seminars,
workshops to support market expansion activities that are project based.
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Presenting a series of educational forums focused on capacity building and
market expansion for arts, culture and music sectors.

Informing and educating companies that comprise the various sectors in
Hawaii’s creative economy, as well as the visitor industry, other government
and non-profit agencies involved in arts and cultural activities of ACDB’s
mission.

Assisting in obtaining National Heritage Area designation for the Hawaii
Capital Cultural District (HCCD).

Developing strategic partnerships with creative industries worldwide to
enhance expansion of arts and culiure sectors globally.

Creating affinity marketing opportunities for ACDB sectors in media,
television, broadband and broadcast venues internationally.

2. Program Performance Results:

a.

Discuss the performance results achieved by each program in FY06 and
FY07.

Film Industry Branch:

Shepherded 15-20% film, television, and digital media production tax credit
bill into law. The measure was passed by the legislature and signed into law
by the Governor as Act 88 and took effect on July 1, 2006. The Film Branch
was able to coalesce and galvanize the local film industry to lobby for the
passage of the credit by providing regularly updated, digestible information
about the bill and hearings through our blog.

Established online application process for the new 15-20% tax credit,
including detailed overview and instructions, registration form, and final
production report form. Worked closely with the Department of Taxation to
issue a Tax Information Release with further details on the credit, and to
establish policies regarding what specific kinds of productions and costs are
eligible for the credit. Continue to work closely with DoTax to fine tune the
credit implementation.

Established mandatory Educational and Workforce Development Contribution
program under the new 15-20% tax credit. In order for productions to claim
the credit, they must work with a local public or charter school, or labor union
chapter to contribute financially or in-kind toward the furtherance of the film
and arts industries in Hawaii with respect to workforce development.

Established statistical tracking process for the new 15-20% tax credit. Will
provide aggregate data on production expenditures, hires, neighbor island
progress, and workforce development contributions on an annual basis.

In FY 2006, 669 projects applied for standard film permits (resulting in 1,338
film permits issued for state locations) and 172 annual permits (used by year-
round local photographers and videographers). In FY 2007, 672 projects
applied for standard film permits (resulting in 1,344 film permits issued for
state locations) and 175 annual permits. Our longtime “one-stop shop” for
film permits remains an industry model worldwide, as few jurisdictions have
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such a streamlined permitting process. To ensure a smooth permit process,
we work on a daily basis with DLNR, DOT, DAGS, and other state agencies.

Supported full seasons of eight (8) television productions/series including
ABC’s “Lost,” A&E’s “Dog the Bounty Hunter,” Discovery Kids' “Flight 29
Down,” The N’s “Beyond the Break,” Here's “Dante’s Cove,” and MTV’s
“Living Lahaina” and “Island Fever,” and three (3} major feature film
productions including Universal City Studios' “You, Me and Dupree” and
“Forgetting Sarah Marshall,” and Second Mate Productions’ “Pirates of the
Caribbean 3." In addition, the FIB supported numerous television specials
and episodic and commercials—all of which spent an aggregate of $312
million in production expenditures in FY 2006 and 2007.

Provide ongoing production servicing for all off-shore and local industry
needs including processing of shooting permits for all state locations,
assisting with location scouting, identifying production and parking facilities,
on-location support, tax credit guidance, and answering all general inquiries.

Sponsored four (4) local film festivals: Hawaii International Film Festival,
Island independent Film Festival (formerly Cinema Paradise), Maui Film
Festival, and Ohina Short Film Showcase.

Participated and represented Hawali at numerous industry events in LL.A. to
market new tax incentive and develop opportunities for shooting in Hawaii
including Locations Expo, Industry Tax Credit Seminars and Cineposium.

Monitoring a contract with Community Entrepreneurs Foundation, FY 07 GIA
recipient, to support a Digital Media Mentor for the Waianae High School
Searider Productions.

Completed a contract with Hawaii International Film Festival, GIA recipient,
for their 26" Annual Film Festival.

Monitoring a contract with Hawaii Community Television FY 07 GIA recipient,
for a 60-minute documentary on former Congresswoman Patsy Mink.

Monitoring a contract with Hawaii Public Television (dba PBS Hawaii), FY 06
GIA recipient, for a 30 minute documentary on Dr. Sun Yat-Sen.

Entered into a contract with Hawaii International Film Festival for the 8"
Annual Film in Hawaii Award.

Entered into a contract with Malama Landscaping for general grounds
keeping services at the Hawaii Film Studio.

Continued to promote the benefits of having a vibrant local film industry to the
Hawaii public at large by speaking to groups. Participated in numerous
speaking engagements, including 09/18/06 - UH Law School Seminar:
Hawaii's Burgeoning Film Industry: An Economic Engine and an Artistic
Outlet Seminar, Hawaii Fiimmaker's Panel @ Convention Center, Rotary
Metro Honolulu, Wheeler Middle School Career Day, Farrington High School
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Film & Arts Fest, and Wahiawa-Waialua Rotary. Participated in numerous
television and radio interviews.

Arts and Culture Development Branch

Co-sponsored “Celebrating the Products of Hawaii” with the Retail Merchants
of Hawaii (RMH), Ala Moana Center and the Hawaii Academy of Recording
Arts on September 17, 2005. The event showcased fashions and
accessories from Hawaii's premier designers and manufacturers,
entertainment by Na Hoku Hanohano Award winning artists, and in-store
promotional events such as product demonstrations, book/CD signings, prize
drawings and informal modeling of Hawaii fashions.

Co-sponsored the inaugural Border's Books and Music "Hawaii Grammy
Nominees” campaign October 2-15, 2006 in 15 stores in the Southern
California region, including San Diego and Santa Barbara. The promotion
featured live performances, product displays, and an ad campaign supported
by DBEDT/CID, the Hawaii Book Publishers Association (HBPA) and the
Hawaii Academy of Recording Arts (HARA).

Contracted with SMS Research & Marketing Services, Inc. to develop a
working database and gather information about Hawaii's creative economy
which included the spectrum of artistic and cultural for-profit and non-profit
activities in various industry sectors. The database consists of contact
information, industry classification, marketing and product/service
descriptions, and economic data regarding job count and income estimates.

Entered into a contract with the Friends of the Hawaii State Art Museum, Inc.
for services related to the planning and implementation of the “Live from the
Lawn” series of free arts-oriented entertainment performances for FIRST
FRIDAYS that take place on the grounds of the Hawaii State Art Museum.
DBEDT co-sponsors the series as part of its ongoing strategic initiative to
promote and attract national and international attention for Hawaii’'s creative
and cultural assets.

Co-sponsored Hawaiian music concerts with the Friends of the Hawaii State
Art Museum, Inc. on January 6, 2006, and January 5, 2007, that featured
past and current Grammy nominees for the “Best Hawaiian Music Album of
the Year.”

In co-sponsorship with Outrigger Hotels and Resorts and Hawaiian Airlines,
coordinated live music performances by Hawaii's Grammy nominees at 3
Border’s stores in the Southern California region; Border's Montclair
(performance by Amy Hanaialii), February 7, 2007; Border's South Coast
Piaza (performance by Amy Hanaialii), February 8, 2007; Border's Manhattan
Beach, February 9, 2007 (performances by Ledward Ka’'apana, David
Kahiapo, Mike Kaawa, Paul Togioka, Amy Hanaialii, Daniel Ho, George
Kahumuku Jr., Keoki Kahumoku, Richard Hoopii, and Da Ukulele Boys). The
performances were well attended and received, especially at the Manhattan
Beach outlet where over 500 people attended the event. Hundreds of CDs
were sold during the time period of the in-store performances.

BED 105/Cl - Page 7



Co-sponsored a booth with the Hawaii Book Publishers Association at the
Hawaii Book and Music Festival at Honolulu Hale on April 22-23, 2006 and
May 19- 20, 2007. The Festival featured performances, presentations,
demonstrations, book signings and other events by local, national and
international authors, poets, storytellers, playwrights, songwriters,
composers, arrangers and musicians.

Co-sponsored the International Cultural Summit, Ho'omoe wai kahi ke kao'o,
with the State Foundation on Culture and the Arts on May 11-13, 20086, at the
Hawaii Convention Center. The summit featured an outstanding array of
speakers and panelists on topics that included, but were not limited to,
community building and leadership, cultural preservation and cultural
diversity, creative economies and cultural tourism, public art and individual
artists, and culture and arts education.

Sponsored a Gala Hawaiian Music Concert on May 22, 2008, at the Nikko
Hotel in Fukuoka, Japan. The dinner concert was attended by over 300
guests and was one of several activities celebrating the “25" Anniversary of
Hawaii's Sister-State Relationship with Fukuoka.” Entertainment from Hawaii
included the Kaimana Band, Bruce Shimabukuro and Maunalua.

Showcased Hawaii's Grammy nominated artists at the National Academy of
Recording Arts and Sciences (NARAS) Board of Trustees’ annual meeting on
Maui on May 23, 2006 and May 22, 2007. The purpose of the perfermance
was to demonstrate the cultural heritage and diversity of Hawaii’'s music in
order to support the creation of a second Grammy category for music from
Hawaii.

Assisted with the organizational development activities and marketing of the
"Hawaii Capital Cultural District (HCCD) to positively impact the economic
well-being of the businesses in the district by attracting more visitors to the
area, as well as to assist HCCD in being proclaimed a National Designation
Area. The HCCD area encompasses many businesses, culture and art
venues, historic sites and attractions, museums, and educational and
government institutions and will become a model for the creation of other
heritage and cultural districts throughout the State.

Produced the e-newsletter Hawaii Books Quarterly, in coordination with the
Hawaii Books Publishers Association (HBPA), which highlights the latest
releases in books from Hawaii and provides links to industry/company web
sites.

Monitored the grants-in-aid for the restoration of the Hawaii Theatre in
downtown Honolulu and the World Music Association that produces the
Hawaii International Jazz Festival.

Co-sponsored the National Academy of Recording Arts & Sciences, Inc.’s
educational forum, “In the Mix: Technology and Musicians Making Money”
which was held on June 30, 2007, Outrigger Waikiki Hotel. A panel of music
and technology experts discussed the changing landscape of the music
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business and how Hawaiian musicians could best take advantage of this
trend.

Entered into a confract with StarrTech to establish a web site that would
feature industry sectors in Hawaii's Creative Economy. The objective is to
establish a site that would serve as a one stop place for information, business
services, listings of arts and cultural events and a source for products and
services. The site will be interactive and feature an online source directory of
products and services offered by individual artists, companies and
organizations.

Entered into a contract with the Honolulu Community College (HCC) to
develop an Associate in Science degree focused on music business and
audio engineering technology. The MELE program — Music and
Entertainment Learning Experience — in partnership with Belmont University,
will establish a premier training center for music business and production in
Hawaii. The program will support the economic development of Hawaii and
its music industry through producing a qualified base of new employees and
skilled support staff for the industry. The overall goal of the program is to
produce a generation of music talent to greatly expand the existing industry
capacity, and {o create new technological, intercuitural forms of music.

b. Explain how these results relate to the program’s objectives and
department’s mission.

The production of a television series or major feature film in Hawaii, the
increase in production expenditures and tax revenues, and the increase in
film or television projects that provide additional promotional value to the
state are directly related to the program’s objective to increase film and
television production in Hawaii.

The Hawaii Film Studio was created to meet the facility needs of the film
industry and to provide a financial incentive for producers. In evaluating
Hawaii as a cost effective place to produce films and television, the
availability of the film studio is an important factor. The completed
renovations have provided the much needed improvements — a production
office building and a mill/tech building ~ to address the needs of the tenants.

ACDB's activities serve the program’s objective of facilitating activities for
export- and visitor-related components of Hawaii's arts and culture industry
and supports economic development opportunities for Hawaii's creative
sectors which increases revenues and creates jobs for Hawaii’'s people.
Attracting national, regional and international arts and cultural events helps to
make Hawaii known for its arts and cultural activities, thus becoming a
magnet for creative people and companies. According to AmericanStyle
magazine's June 2007 edition, Honolulu was ranked No. 7 for art destinations
for mid-sized cities in the U.S. (populations of 100,000 to 499,000).

¢. Explain how the effectiveness of the program is measured (i.e.: outcomes,
measures of effectiveness, benchmarks, etc.) and discuss the performance
results achieved during the past two years.
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Program effectiveness is measured by the following:

FY 06 FY 07

The amount of direct expenditures from film $126M $186M
(including video, digital and still) productions in

Hawalii.

The impact on State's economy by direct $201M $297M

expenditures from film (including video, digital
and still) productions.

Tax revenues generated by direct expenditures | $13.77M $18.01M
from film (including video, digital and still)
productions (measured in millions of dollars).

Amount of outside funding generated in addition $100K $192K
to CID’s budget supporting arts/cuiture/fiims.

Major Hollywood studios, U.S. and international 200 200
film/TV industry professionals.

Number of local production companies and 4,000 4,000
professionals.

Number of local film festivals. 27 26
Number of visitors to Hawaii prompted by local 55,294 55,460
culture and arts activities and film/TV shows.

Number of nonprofit arts and cultural 150 150

organizations that are beneficiaries of economic
activities stimulated by CID.

Foundations and other funding sources. 39 39
Number of film/TV/commercial projects filming in 1567 170
the State yearly.

Number of film permits processed annually. 1,510 1,523
Number of locally focused educational and 12 24
promotional events.

Number of overseas sales, marketing and/or 1 2

promotional activities attended, sponsored or
supported by CID.

Number of arts/culture and film inquiries. 3,484 3,708

d. Discuss the actions taken by each program to improve its performance
results.

» Marketing : With diminished funding available for marketing, advertising, and
promotions, FIB joined forces with the county film offices to create a
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statewide campaign under the banner “Film Offices of the Hawaiian Islands’,
providing a way to expand current advertising campaigns and promotional
events, presenting a unified promotional image of Hawaii to the film and
television production community.

« Staffing: Due to increased high level of production activity in 2004, FIB
requested and was given approval to fill 3 temporary positions for the office:
an administrative assistant, a film specialist and a CIP coordinator.
Production demands continue to be high and will increase significantly with
the new tax incentive in place. These additional positions enable the office to
maintain its day-to-day functions, continue to respond to requests for film
permits, and to coordinate the details involved with the recently completed
renovations and improvements at the Hawaii Film Studio. NOTE: The Film
Permit Specialist position was converted from a temporary to a permanent
position by the 2006 Legislature. The FIB is in the process of finalizing this
conversion. The CIP Coordinator position ended in June 2006. Effective July
1, 20086, the CIP Coordinator position has been used to support the Tourism
Liaison. In FY 2007 the Branch was unsuccessful in filling its Economic
Development Specialist V position {converted from a Film Industry
Development Specialist IV position). The Branch is again seeking applicants
to fill this position and converting two temporary positions to permanent
positions.

+ Economic Planning & Support: CID and ACDB were recently created within
DBEDT in response to Governor Lingle’s realization that Hawaii’'s creative
industries can be a vibrant and sustainable sector of Hawaii's economy.
Based on our research and interactions in the community, there is an
overarching need for economic planning, not only for our arts and culture
community but for the entire creative economy in Hawaii. Consequently, CID
has embarked on developing a strategic pfan. Such a planning process will
identify the strengths as well as the opportunities for growth that will result in
an internationally recognized and self-sustaining sector of Hawaii's economy
that has the potential to provide higher caliber and better paying jobs, an
enhanced tourism “product” and increased tax revenues for the State.

e. Please identify all modifications to your program’s performance measures
and discuss the rationale for these modifications.

Not applicable.
3. Problems and Issues:
a. Discussion of problems and issues encountered, if any.
Fiim Industry Branch
In addition to its reputation as the world’s premiere tropical location, Hawaii has
gained a strong reputation for its ability to double for remote, exotic (and in some

cases, potentially unsafe) locales such as Africa, South America, the Philippines,
and parts of Southeast Asia. Hawaii must still compete with other locations to
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secure this business, but if Hawaii can be more financially competitive with the
industry, it stands to capture a greater portion of this runaway production market.

Hawaii is perceived as an expensive place to film, mainly due to the cost of
shipping necessary equipment to and from the mainland, cost of housing and per
diem for mainland cast and crew, and overall higher cost of living in the islands.
The expense of filming in Hawaii affects the state's ability to compete with other
locations. Although these competitors are predominantly foreign countries, a
significant number of U.S. jurisdictions have passed aggressive legislation to
provide highly competitive incentives. U.S. states such as Rhode Island,
Louisiana, New Mexico, New York, lllinois, Connecticut, Georgia, North Carolina,
and Pennsylvania are examples of states that have implemented new incentive
programs.

The establishment of Act 88 has helped to increase Hawaii's share of the
lucrative international production market sector. However, with this enactment,
comes a demand to increase the depth of expertise and staffing within FIB to
support this area of the branch operations. Initially, there was

no additional position was provided {0 manage the tax credit workload which is
becoming increasingly significant. The management of Act 88 is more than the
existing staff can handle. To address this, FIB/CID will be recruiting again for an
EDS V position with expertise in film and financial management. Once a
candidate is hired to fill this position, based on experience within the branch, an
estimated 50% and 75% of their time will be devoted to managing the credit. The
EDS V position will also have to handle the Research on Business and Economic
Activities, Economic Development, Marketing Systems Development, and
Opportunities for expansion of local film and digital industry support, including
management of the Film and TV Development Board. Given Hawaii finds itself in
the midst of the industry's most globally competitive period with increasingly
aggressive credits being offered worldwide, the state’s reputation as a film
friendly location is clearly on the line and will be measured by how well the tax
credit is managed.

b. Program change recommendations to remedy problems.

» Providing financial incentives and support from the public and private sectors
that would offset the higher costs of production in Hawaii, especially in the
areas of local filmmakers. A grant program would help grow the local film
and digital media industry. Currently there are no funds available to support
local filmmakers. The Film Office will seek additional funding sources to
assist in these efforts and re-invigorate the Hawaii Film and TV Development
Board.

« Increasing film and television production activity that would stimulate the
development of more equipment services, provide a deeper pool of local
technicians and support personnel, and eliminate the need to transport
equipment and personnel from other locales.

BED 105/Cl - Page 12



C.

+ Increasing marketing efforts via sponsorships and trade shows to promote
Hawaii as an ideal and diverse filming location.

¢ Increasing marketing programs and workshops to support capacity building
for creative industries in the areas of film, digital media, arts, music and
literary sectors.

ldentify any program issues or problems that have affected or will affect
the implementation of the program, and the corrective measures or
remedies established or planned.

None.
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4. Expenditures for Fiscal Year 2007-2008:

(Pos. Counts)

Personal
Services

Current
Expenses

Equipment
Motor Vehicles

Total

(Pos. Count)
Special Funds

{Pos. Count)
Federal Funds

{Pos. Count)
Other Funds

(Pos. Count)
General Fund

Act Estimated
213/SLH Collective Transfer Net Total

2007 Bargaining In/{Out) {Restriction)  Allocation  Expenditures
(11.00) (11.00) (11.00)
707,200 22,696 {(2,000) 727,896 727,896
650,867 650,867 650,867
1,358,067 22,696 (2,000) 1,378,763 1,378,763
(11.00) {11.00) (11.00)
1,358,067 22,696 {2,000) 1,378,763 1,378,763

a. Explain all transfers within the Program 1.D. and the impact on the program.

None.

b. Explain all transfers between Program 1.D.’s and the impact on the
program.

c¢. Explain any restrictions and the impacts on the program.

None.
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5. Supplemental Budget Requests for Fiscal Year 2008-2009:

Supplemental
Appropriation Budget Request
FY 2008-09 Adjustment FY 2008-09

{Pos. Counts) {11.00) {2.00) {13.00)
Personal 707,303 707,303
Services

Current 525,867 140,000 665,867
Expenses

Equipment

Motor Vehicles

Total 1,233,170 140,000 1,373,170

(Pos. Counts) -
Special Funds -

{Pos. Counts) -
Federal Funds _ -

{Pos. Counts) -

Other Funds -
(Pos. Counts) (11.00) (2.00) (13.00)
General Funds 1,233,170 140,000 - 1,373,170

a. Workload or program request:

1) Increase in general fund base for operations and maintenance of Hawaii Film
Studio by $60,000 to operate and maintain studio.

2) Increase in general fund base for capacity building and marketing programs
for the division by $80,000 in response to industry needs assessment.

3) Conversion of Hawaii Film Studio building manager (position #49490) from
temporary to permanent status to ensure the stable, consistent, safe and
efficient operation of the facility.

4} Conversion of administrative assistant (position #117019) from temporary to
permanent status given the increased workload since the new production tax
credit went into effect on July 1, 2006.

b. For all position count reductions, please specify whether the positions
were filled or vacant.
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Not applicable.
6. Program Resfrictions:

a. A description of the reduction, the reasons for the reduction, and the
impacts to the objectives to be accomplished by the program.

None.

b. A listing/description of the positions cut including source of funding,
please specify whether the positions were filled or vacant.

None.
7. Capital Improvement Program (CIP) Requests for Supplemental Year 2008-2009:
None.
8. Proposed Lapses of CIP projects:

None,
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Department of Business, Economic Development, and Tourism
Supplemental Budget Request for Fiscal Year 2008-2009

Program L.D. and Title: BED 120 Sl - Strategic Industries

(Note: BED 120/SI incorporates former BED 120/AD — Energy and
Resources, and BED 120/0OR —Ocean Resources, rationale for which
was consolidation of these programs by an approved reorganization.)

1. Introduction:

a. Summary of program objectives.

To achieve the growth, diversification, and long-term stability of the State's
economy by facilitating the development of Hawaii industries centered on energy,
environmental, ocean, life sciences, and sustainable technology-based products
and services; implement Energy for Tomorrow program. Increase economic
diversification by developing Hawaii's science & technology-based companies’
markets.

b. Description of program objectives and activities as discussed in the Multi-
Year program and Financial Plan.

Strategic Industries Division’s (SID) objectives are:

Stimuiate economic development and diversification by developing and
marketing technologies and technology-based enterprises and resource-
based industries, with a strong export focus.

Increase economic efficiency and productivity, and business competitiveness
by promoting and facilitating energy conservation and efficiency, and
recycling and re-manufacturing, which decrease greenhouse gas emissions.

Reduce risks to Hawaii’s economy by developing cost-competitive indigenous
sources of energy to reduce dependence on imported fossil fuels, which
increases economic productivity, and decreases greenhouse gas emissions.

Increase energy security for the State by developing comprehensive plans to
meet State energy policy objectives and contingency plans fo protect critical
energy systems and effectively deal with energy crises.

Increase non-state funding suppoirt to accomplish the foregoing program
objectives, which support technology and resource-based economic
development.

SID’s general activities are summarized:

SID implements responsibilities of the State Energy Resources Coordinator
(ERC) by conducting energy planning and policy development activities in
energy efficiency, renewable energy and clean fossil energy resources,
including maintaining and exercising energy emergency preparedness and
critical energy infrastructure protection plans and procedures.

SID implements, and coordinates the private and public sectors’
implementation of Energy for Tomorrow (EFT) program, by initiating and
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engaging in parinerships in successful program activities and projects under
the six major components of the EFT strategic action plan:

Savings Through Efficiency

Independence Through Renewable Energy

Fuels Through Farming

Security Through Technology

Empowering Hawaii's Consumers

L S o

Preserving Hawaii's Energy Security

Energy is essential to the economy and our modern, high technology life. The
complexity and interdependencies of Hawaii's energy systems and markets is
reflected in the comprehensive scope and integrated nature of the EFT plan.

» SID coordinates Lead by Example (LBE), a new EFT program, focused on
setting -and achieving specified targets for energy efficiency, renewable
energy and sustainable building practices for all state, and attached
agencies, Act 96, SLH 2006, and Administrative Directive 06-01, Energy and
Resource Efficiency and Renewable Energy and Resource Development.
LBE seeks to institute energy efficiency throughout all state agency and
attached agency operations by developing data baselines and setting energy-
savings targets.

» SID is funded by the U.S. Department of Energy (USDOE) to support the
federally established State Energy Program. SiD also manages competitive
grants awarded to support specific programs of particular interest to the
USDOE.

= SID promotes energy efficiency through: the Model Energy Code;
performance contracting in state facilities that use private partnerships to
install cost-effective, energy-efficient equipment; county energy efficiency
programs; consumer education; parinerships with professional builders and
designers; and recycling and reuse to encourage remanufacturing and
recycling businesses.

» 3ID develops programs to increase commercial activities in technology
sectors with high growth potential. These sectors include, but are not limited
to, dual-use, life sciences, astronomy and aerospace, and ocean science and
technology.

= SID leads the depariment’s efforts to link the University of Hawaii (UH) with
the Hawaii business community, to increase the university's ability to create
and grow businesses from the research and innovation coming from the
university and to maximize its potential as an economic engine for Hawaii;
assists UH to obtain federal funding for such enterprises.

= SID promotes increased exports of products and services from Hawaii's
technology-based enterprises and resource-based industries by facilitating
entry into new overseas markets through trade missions, personal contacts,
and analyses of markets.
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SID leads the department's role to implement the State greenhouse gas
emissions reduction program instituted by Hawaii's Global Warming Solutions
Act of 2007, Act 234, Session Laws of Hawaii (SLH) 2007. SID provides
programmatic support for the Greenhouse Gas Emissions Reduction Task
Force (GHG TF), administratively established in DBEDT; conducting this
comprehensive, but under-funded effort as a cooperative program with State
Department of Health (DOH), which Act 234 assigned the law's regulatory
functions. DBEDT and DOH Co-chair the GHG TF.

¢. Explain how your program intends to meet its objectives in the upcoming
supplemental year.

To the extent adequate resources to provide, SID will conduct the following
program activities to meet its objectives:

. Implement, and coordinate the private and public sectors’ implementation of

Energy for Tomorrow (EFT) program.

Establish the Bioenergy Program within the Division; coordinate public and
private sector input during the development and implementation of the
Bioenergy Master Plan.

Implement the State's greenhouse gas reduction program, pursuant to Act
234, SLH 2007, support the GHG TF, and work cooperatively with DOH.

Pursue technology-based economic development by facilitating increased
exports, and developing supportive policies for industry.

Pursue and facilitate strategic, high-potential enterprise research and
innovation partnerships between UH and Hawaii’'s business community to
obtain federal funding.

Leverage program budget by increasing the use of non-state funds, with
General Funds as the cost match.

2, Program Performance Results:

a. Discuss the performance results achieved by the program in FY07.

Performance results are described by project activity, using measures in Section
2, b and c, below, and/or direct or indirect indicators, which support these
measures. '

(1) Energy for Tomorrow — Developed and Initiated Strategic Action Pian

for Implementation. Based on measures adopted by a series of legislation
enacted in 2006 that parallel initiatives described in the Governor's EFT plan,
in FY06 SID developed the action plan outlined below, which continued
through FYO7 form the basis of SID program activities planned and underway
to implement EFT. Because EFT's success also involves other state
departments, Hawaii’'s county governments, and a broad set of non-
governmental parties, the program must also include outreach and technical
assistance external to DBEDT.
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(a) Savings Through Efficiency

Organize technical assistance and training, and certification for
agencies and set targets for newly constructed or renovated state
facilities to meet minimum standards for energy and resource
efficiency, and meet Leadership in Energy and Environmental Design
(LEED) Silver or other nationally recognized consensus-based green
building guidelines.

Provide technical assistance to agencies that are now required to
purchase state vehicles that meet minimum federal and state alternate
fuel requirements, efficiency, and use alternate fuels such as ethanol
blends and biodiesel.

Provide technical assistance to agencies that are now required to
purchase Energy Star products when cost-effective.

Develop and implement plans and set targets for energy efficiency for
state facilities and equipment so that state agencies “Lead by
Example (LBE).” {Please also see LBE below, and Section 5a,
Workload or Program Request).

Provide technical assistance to state agencies to promote the use of
renewable energy technologies, including assistance to the Siate
Department of Education (DOE), which was appropriated (FY07)
$5,000,000 for a photovoltaic, net energy metered pilot project in
public schools.

(b) Independence Through Renewable Energy

Provide information and technical assistance to constituencies eligible
for increased renewable energy technologies income tax credit for
designated solar-thermal, wind-powered, and photovoltaic energy
systems now made permanent.

Provide support to electric and gas utilities, and independent energy
developers to achieve State Renewable Portfolio Standards (RPS);
i.e., 20% renewable energy by 2020.

Provide support fo DBEDT/State ERC role as intervener in PUC
Docket #2007-0176 on Intragovernmental Wheeling of Electricity.

(c) Fuels Through Farming

Develop execution plans to implement the new statewide renewable
fuels standard of 20 percent of highway fuel demand to be obtained
from alternate fuels by 2020.

Provide technical assistance to State Department of Accounting and
General Services (DAGS) and other state fleet operators to implement
the State’s biofuels purchase preference. '
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Develop the Hawaii bioenergy master plan, statewide multi-fuel
biofuels assessment, follow-up actions from the 2006 Biofuels
Summit, and other activities in coordination with stakeholders.

(d) Security Through Technology

Manage the Hawaii renewable hydrogen program within DBEDT,
coordinating with Hawaii Strategic Development Corporation (HSDC).

Coordinate use of the $10,000,000 hydrogen investment capital
special fund together with needed guidelines, rules, and execution
plans (FYO7 appropriation).

Coordinate with the UH who was appropriated $100,000 (FY07) for a
hydrogen system program manager position within the Hawaii Natural
Energy Institute (HNEI).

(e} Empowering Hawaii’s Consumers

Coordinate with the Public Utilities Commission (PUC) who has been
empowered to acquire information from oil companies to increase
“transparency” of gasoline prices and monitor industry profits, such
that DBEDT utilizes to this information, which the PUC systematically
shares with DBEDT tfo conduct the distinctive analytic functions to
preserve Hawaii's energy security, and ensure readiness of the state's
energy emergency preparedness programs as provided by Act 78,
SLH 2006, and Act 182, SLH 2007 (i.e., DBEDT to use the data to
effectuate HRS Chapter 196, and Chapter 125C). .

Coordinate with the State Department of The Attorney General (AG)
on matters relating to prohibiting of unfair pricing practices by
petroleurn companies.

(f) Preserving Hawaii's Energy Security

fmplement and coordinate DBEDT responsibility to the Governor and
SCD to fulfill State-level Emergency Support Function #12 (Energy)

- under Federal emergency management and SCD Statewide disaster

response policies and plans, as well as function as lead State agency
for fuel shortage management plans and responses (Chapter 125C,
HRS).

Complete the programmatic review and update of the state's energy
emergency preparedness program plan, and pursue recommended
administrative and legislative recommendations developed over the
course of this multi-year project. The USDOE requires state to
maintain up-to-date EEP plans fo remain ellglble to receive federal,
State Energy Program funding.

Restore and revitalize the program’s initiative to develop an in-house
capability and function to systematically conduct quantitative and
qualitative technical analyses of Hawaii's statewide energy resources,
systems and markets {Please also see request in Section 5a).
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(2) Energy Efficiency to Create Jobs and Increase Economic Efficiency and
Productivity (EFT — Savings Through Efficiency). SID continued to
design, implement and advance programs that increase energy efficiency in
residential buildings, commercial and government facilities, resulting in
substantial energy, environmental and economic benefits, while leveraging
state resources with competitively developed grant funds.

Provided Program Leadership for Lead by Example Program Plan. SID
organized the LBE program leadership infrastructure by conducting a series
of state government-wide organizational and planning meetings. SID’s
implementation of the LBE program provided state agencies with a diverse
range of the technical assistance, training opportunities and implementation
tools {e.g., guidelines, "roadmaps" for tracking and reporting, etc.), data and
evaluative analytic tools, and flexible, tailored support that the agencies need
to meet the challenging new energy efficiency, renewable energy, alternate
fuels, and environmental standards. In conjunction with other state
departments, SID has developed the following objectives (Please see Table

1, below):
Table 1.

Lead by Example (LBE) Objectives & Projected Benefits

Program Support Actions and Estimated Results

Lead by Example (LBE) Objectives & Projected Benefits

Near-term Long-term
Action ltems to Be Supported Objectives Objectives
. 0-3 yrs. (FY08) 10 yrs (FY2015)

Provide education programs on energy efficiency
(Pragmatic training and information regarding
targets and standards, implementation
approaches and measures (energy conservation
and energy efficiency), and evaluating resulis.

3% reduction in
kwh

6% reduction in
kWh

R&M/O&M facilities; e.g. lighting retrofits,
purchasing more efficient equipment.
{Baseline as of FY 05)

6% reduction in
kWh

20% reduction in
kWh

Leadership in Energy and Environmental Design
{LEED) Silver for New Construction.

30% reduction in
kWh for each new
building built to

30% reduction in
kWh for each new
building built to

LEED Silver LEED Silver
Increased energy efficiency and fuel diversification 5% reduction in 12% reduction in
of State vehicles. petroleum petroleum
(Baseline as of FY 05) consumption consumption

Increase availability of environmentally preferable
products to state agencies.

3% increase in
availability of
environmentally
preferable products

12% increase in
availability of
envircnmentally
preferable products

Increase procurement of environmentally
preferable products.

5% increase in

procurement of

environmentally
preferable products

12% increase in

proecurement of

environmentally
preferable products
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Mode! Energy Code (MEC) Technical Support. SID continued to provide the
counties and its private industry construction and vendor partners with
technical support on Hawaii's MEC. The MEC has garnered tremendous
energy savings. For example, since 1995, when updated energy codes were
first implemented in Hawaii, and 2014, the codes are expected to reduce
energy costs by an estimated $336 million, reduce oil imports by 5 million
barrels, and generate $37 million worth of investments in energy efficiency.

Rebuild America/Hawaii. SID's leadership of the Rebuild Hawaii program is a
recognized success story in USDOE’s Rebuild America (RBA) program,
having won five national awards for performance excellence. In FY06 & 07,
SID continued its activities of the Rebuild Hawaii Consortium, a statewide
information sharing group of 300 members from federal, local, state
government, utilities, non-profits, private sector. Overall impact of this
program includes $67 million investment in energy efficiency projects, $9
million annual energy savings to statewide facilities, 851 jobs created.

Continued Use of Energy Benchmarking Study for State Facilities on Oahu
(2005). This SID study characterized electrical energy usage and presents
data for each State agency by end use distribution. The report identifies
Energy Conservation Measures (ECMs) that would help reduce the State’s
electrical consumption and quantifies their energy savings potential and the
associated construction costs for implementation. The study shows that the
11 ECMs identified by the study could save up to 14.2 percent of State
facilities’ annual energy use on Oahu. Estimated energy cost savings for
these ECMs would be $10.7 million; estimated construction cost would be
$78.3 million. Thus, in FY0