MICAHA. KANE
CHARMAN
HAWAITAN HOMES COMMISSION

LINDA LINGLE
GOVERNOR
STATE OF HAWAITT

KA ULANA H. PARK
DEPUTY TO THECHARRMAN

ROBERT J. HALL

STATE OF HAWAI‘I EXECUTIVEASSISTANT
DEPARTMENT OF HAWATIIAN HOME LANDS

P.O. BOX 1879
HONOLULU, HAWAI'l 96805

Testimony of Micah A. Kane, Chairman
Hawaiian Homes Commission

Before the House Committee on Finance
on the
FY 2009-20011 Biennium Budget Request
of the Department of Hawaiian Home Lands

January 14, 2009

Chair Oshiro, Vice-Chair Lee, and Members of the House Committee on Finance:

Thank you for this opportunity to provide information on the Department of Hawaiian
Home Lands (DHHL) Biennium Budget request for fiscal years 2010 and 2011.

We have prepared and submitted our written testimony in accordance with the format
and briefing instructions provided by the House Finance and Senate Ways and Means
Committees. Before discussing the details of our budget request, | would like to take a
few moments to make some brief introductory comments.

At the outset, | would like to thank the members of the House Finance Committee and
your colleagues in the State House of Representatives for your continued support of the
Department of Hawaiian Home Lands. The strong partnership established between
DHHL and the Legislature has resulted in tremendous progress over the past 6 years in
serving the native Hawaiian community.

The mission of the department is to manage the Hawaiian Home Lands Trust effectively
and to develop and deliver land to native Hawaiians. The trust, created by Congress
through the Hawaiian Homes Commission Act of 1920 (Act), sets aside public lands to
be used for the benefit of native Hawaiians (persons of at least 50% Hawaiian blood).

As required by the Admissions Act and as a compact with the United States, the State
of Hawaii and the people of Hawaii adopted the Act as a provision of the State
Constitution and agreed to faithfully carry out the spirit of the Act for the rehabilitation of
the Hawaiian race. These trust responsibilities still remain today.



The department administers two (2) programs, HHL 602, Planning and Development for
Hawaiian Homesteads, and HHL 625, Management and General Support for Hawaiian
Homesteads. The objective of these two programs are to develop and manage the
designated Hawaiian home lands to create more homesteads for native Hawaiians (as
defined by the Hawaiian Homes Commission Act, 1920, as amended) and generate the
revenues needed to administer the program

The Act provides direct benefits to native Hawaiians in the form of 99-year homestead
leases that may be extended for a total of 199 years at an annual rental of $1. The
leases are for residential, agricultural, or pastoral purposes. The intent of the
homesteading program is to increase the economic self-sufficiency of native Hawaiians
through the provision of land.

Other benefits provided by the Act include financial assistance through direct loans or
loan guarantees for home construction, home replacement or repair and for
development of farms and ranches; the provision of technical assistance to farmers and
ranchers; and the operation of water systems.

A new benefit that was piloted in 2004, and has since become an integral component of
fuffilling our mission, is the establishment of our Home Ownership Assistance Program
(HOAP). HOAP offers three (3) vehicles to address barriers that native Hawaiians may
face in achieving homeownership or preserving their home. The first is Financial
Literacy services, second Job Training and Placement, and finally Addiction Treatment
Services. These services are free of charge to our beneficiaries and have developed
into a $1.3 million program, serving more than 2,000 beneficiaries statewide.

In addition to administering the homesteading program, the department is also
authorized to lease land and to issue general leases, revocable permits and licenses for
lands not suitable for or not now in homestead use. Revenues from income-producing
lands are used to finance the department's operating costs not covered by General
Fund appropriations and to support homestead development activities, including the
payment of principal and interest on revenue bonds, the proceeds of which are used to
develop homestead lands.

The department aggressively seeks external sources of financing with the objective of
efficiently leveraging existing and future resources for development and loan financing
activities. Partnerships with other governmental agencies and the business community
are critical in achieving DHHL's capital improvement goals.

At the beginning of fiscal year 2009, the department faced tremendously high
inflationary costs that tested all areas of its budget due to high energy costs. The high
cost of energy has since subsided and has allowed DHHL to refocus on its strategic
goals of placing its beneficiaries on Hawaiian home lands, while simultaneously
repositioning our focus to address the inevitable resurgence of energy increases in the
near future. DHHL believes that its program aligns itself to President-elect Obama’s



and Congress’ focus on infrastructure development, job creation and energy
sustainability and benefits the native Hawaiian community as well as the community at
large.

DHHL views the current economic and fiscal conditions as a window of opportunity.
DHHL is currently pursuing energy sustainability for all of its new homestead
developments and will be adopting a formal energy policy that will assist the State of
Hawaii in achieving its energy initiatives. In addition we are actively pursuing increased
federal funding support, increased leveraging of our resources through partnerships,
expanding DHHL's capacity to generate revenues and identifying external sources of
monies to fund DHHL programs.

While there are tremendous challenges in front of us, the department is positioned to
play an integral part in bridging our State’s economic downturn through significant CIP
projects that will trigger private investment. We look forward to coordinating our efforts
with the Legislature. :

Biennium Budget Request

Operating Budget Request for Fiscal Biennium 2009-2011

DHHL will be requesting a change of means in financing for 18 general funded positions
to special funding. By this request, DHHL's administrative and operating costs will
essentially be wholly funded by its special and trust funds. DHHL will be requesting an
increase in its operating budget appropriation funded from DHHL's special and trust
funds to augment the reduction in general fund support, other personnel costs
adjustments, and principal portion of DHHL's debt service payments.

Special Fund Adjustment (FY 2010- $2,243,157; FY 2011- $2.243.157)

Increases to DHHL special fund budget reflects the change in means of financing of 18
general funded positions to special funding ($1,307,862), personnel cost adjustments
to fully fund positions ($217,610), increases in fringe benefit costs due to change in
fringe benefit rates from 40% to 42% ($97,685), and payment of the principal portion of
DHHL's debt service payment ($620,000).

These requested adjustments will be funded from the Hawaiian Home Administration
Account, a DHHL special fund.

Federal Fund Adjustment (FY 2010- $9,601,391; FY 2011-$9.601,391)

DHHL is requesting authorization to receive Native American Housing Assistance and
Self Determination Act (NAHASDA) funds, a Federal Native American Housing Block
Grant program under the United States Department of Housing and Urban Development
(HUD). DHHL is requesting authorization to receive and expend $9.6 million in FY 2010
and $9.6 million in FY 2011 for development, loan and administrative activities related to
the NAHASDA program.




Trust Fund Adjustment (FY 2010- $147,201;: FY 2011-$147,201)

The trust fund appropriation request from the Hawaiian Home Operating Fund is for
personnel costs only. The adjustment relates to fully funding exempt positions in the
Hawaiian Home Operating Fund ($56,430) and increasing the fringe benefit costs due
to change in fringe benefit rates from 40% to 42% ($90,771).

Capital Improvement Request for Fiscal Biennium 2009-2011

DHHL CIP request for the biennium period totals in the amount of $41 million, $30
million of which is in anticipation of receiving NAHASDA federal funds from the U.S.
Department of Housing and Urban Development. In addition, DHHL is requesting
general obligation bond financing for two (2) CIP projects, Water Source Development
for State Housing Projects in the Villages of Leiali'i on the island of Maui ($4.8 million)
and Water System Improvements, Lalamilo, Waimea on the island of Hawaii ($6.2
million).

Summary

We are most appreciative of the support given by the Legislature to our program
throughout the years. We again thank the Committee for the opportunity to brief you on
our biennium budget request. We would be pleased to respond to any questions the
committee may have.
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