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Chair Aquino, Vice-Chair Cullen,.and Members of the Committee:

[ am Major General Darryll D. M. Wong, Interim State Adjutant General. | am

testifying on House Bill 277. We support House Bill 277 which establishes a
military affairs liaisons trust fund.

We would like to suggest an amendment to the measure that wouid allow the
Department of Defense, with the concurrence of the deernor, to select the
nonprofit entity that will serve as a liaison between the State and the military

commands in Hawaii. As one of the largest contributor to Hawaii's economy, it
| would be advantageous to expand, foster, and continue oﬁr excellent
relationships with the U. S. military.

This nonprofit entity will be the catalyst between the military, State and counties
for a variety of actions such as being the advocate between the military and
small businesses, supporting the military in realistic training while ensuring
compliance with State and federal environmental laws, and to promote activities

and programs to enhance the quality of life for military families.

Enactment of this bill will send a strong signal fo the US Department of Defense
and the senior military leadership that Hawaii truly supports their commitment
and continued presence in this State in support of our National Military Strategy
for the Asia/Pacific region.



More importantly, the establishment of this trust will provide a vehicle for the
Department of Defense to receive and manage not only appropriated funds, but
also donations and contributions from private organizations to ensure a strong
partnership with one of our major contributors to our State’s economy, the United
States military.

Thank you for the opportunity to provide this written testimony supporting this

very important measure.
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RELATING TO MILITARY AFFAIRS

House Bill No. 277 establishes the Military Affairs Liaison Trust Fund as a
separate fund of a non-profit entity to support its role in serving as liaison in matters
relating to the military and to provide oversight for the military’s presence in Hawaii
and the impact defense spending has on Hawaii's economy. This trust fund would
receive general funds through legislative appropriations. House Bill No. 277
appropriates an unspecified amount from the general fund in Fiscal Year 2012 and
Fiscal Year 2013 for deposit into the trust fund.

As a matter of general policy, the Department of Budget and Finance does not
support the creation of any trust fund which does not meet the definition of a trust
fund as defined by Section 37-62, Hawaii Revised Statutes, and does not
demonstrate the capacity to be financially self-sustaining. In regards to House Bill
No. 277, it is difficult to determine whether the Military Affairs Liaison Trust Fund

meets the definition of a trust fund and will be self-sustaining.
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RE: HOUSE BILL NO. 277, RELATING TO MILITARY AFFAIRS

Chair Aguino, Vice Chair Cullen, and members of the committee.

My name is Charies Ota and | am the Vice President for Military Affairs at The Chamber
of Commerce of Hawaii {The Chamber). 1 am here to state The Chamber’s strong support of
House Bill 277, Relating To Military Affairs.

The Military Affairs Council (MAC) serves as the liaison for the state in matters relating
to the US military and its civilian workforce and families, and has provided oversight for the
state’s multi-billion dollar defense industry since 1985.

The measure proposes to establish a military affairs trust fund as a separate fund of a
nonprofit corporation, to support the nonprofit corporation in its duties as the state liaison in
matters relating to the military. The measure proposes to appropriate funds for the trust fund.

By way of background, the importance of having an agency under the state to protect
and preserve military presence in Hawaii and to provide oversight for the state’s defense
industry was recognized many years ago.

Since 1985, at the request of the then Governor of Hawaii, The Chamber of Commerce
of Hawaii agreed to serve as the liaison for the state on matters relating to the military. The
Military Affairs Council {MAC) was then established as an unencumbered affiliate of the
Chamber to perform the functions of liaison for the state on military matters. The MAC
subsequently established a subcommittee called the Armed Services Committee to assist in
maintaining a strong and viable relationship with the military.

It should be made clear that the MAC is affiliated with the Chamber, but is not a
committee of the Chamber. It serves as the liaison for state in matters relating to the military
for the benefit of all of Hawaii’s businesses, institutions, and residents.



The state provided appropriations from the general fund to support the work of the
MAC. This state funding was discontinued during the economic recession in the late 1990s, but
then resumed in the early to mid 2000s until the current financial crisis. The Chamber
membership absorbed the financial burden of the MAC during periods when state funding was
discontinued because of the relative importance of the defense industry to Hawaii’s economy.

The Chamber has also been administering the affairs of the 0"ahu Council, which was
established in 1947 to discuss and act on issues that impacted the military. The O’ahu Council
is a high level group that is co-chaired by the Governor and the senior military commander in
Hawaii and meets once or twice a year at the call of the co-chairs. Membership includes the
President of the State Senate; Speaker of the State House; Mayor of Honolulu; senior
commanders of the US Navy, Army, Air Force, Marine Corps, and Coast Guard; Hawaii’s
Adjutant General; and local business leaders.

This measure proposes to recognize the state-level function that has been administered
by the Chamber for the past 26 years, and formalizing state support in providing oversight for
the state’s second major source of revenues and jobs, the defense industry.

This is comparable to the oversight that the Hawaii Tourism Authority exercises over
the tourism industry.

Defense expenditures in Hawaii are responsible for generating more than $10.1 billion
in revenues for the state’s economy, second only to tourism. Equally important is that
defense expenditures have accounted for creating nearly 100,000 jobs for residents who
report annual household earnings of more than $6.4 billion. It is imperative that the state
take measures to protect and grow this vital source of jobs and revenues.

Moreover, the military’s large presence in Hawaii has attracted the nation’s large
defense contractors to establish offices in Hawaii. This significant presence of military
commands and defense contractors has created an ideal opportunity for Hawaii to diversify
its economy by establishing a research and development industry. Similar successes have
been experienced in San Diego and other communities that enjoy significant presence of
military commands and defense contactors.

Passage of this bill is timely as the US defense industry is facing dramatic budget cuts
that will translate into decreasing expenditures in defense communities such as Hawaii. The
US Department of Defense has already announced steps to reduce the size of the force, cutback
planned defense procurement programs, restructure and rebalance the force, and several
other cost-cutting initiatives.

Recognizing this potentially dire situation, it would be prudent for the state to prepare
to not only protect and preserve the defense industry, but to plan for and initiate actions to
enhance the military’s presence.



With the base closure actions taken by the Congress in the 1990s and later in 2005,
states that benefit from military presence have long established military affairs departments to
better plan and strategize their efforts. Military presence has become a highly competitive
challenge among these states, and Hawaii should place itself in position to prevail over
competing states such as Washington, Alaska, California, Colorado, Texas, Virginia, Georgia,
Kentucky, and Florida.

The measures proposed in this bill are a positive step towards strengthening state
oversight for the defense industry. It will enable the state to continue existing military
partnerships both in Hawaii and in Washington, DC. Working with Hawaii’s congressional
delegation and senior military commanders and key defense officials in the Pentagon, the state
will be in good position to convince defense leaders on the distinct advantages of Hawaii
continuing to serve as the hub of military operations for the entire Asia Pacific region.

And we must not forget that the presence of military commands and the nation’s large
defense contractors serve as a catalyst in diversifying Hawaii’s economy through innovation in
technology, which could become the third pillar in Hawaii’s economy and stimulate growth in
- other areas such as energy and agriculture.

We strongly support passage of this bill but would propose consideration of the
following recommendation:

e The bill proposes to have a board, coalition, and advisory committee. We
believe it important to establish a Board to assume fiduciary responsibilities
for the trust fund. This will ensure that the funds are used only for the
specific purposes for which the trust fund was established, especially in the
expenditure of appropriations from federal, state, and county sources.

s However, it seems the functions of the coalition and advisory committee are
somewhat duplicative and it isn’t clear as to the relationship between the
two groups. We suggest that a committee/council similar to the existing
MAC be established to assume the duties and responsibilities in military
affairs functions. The committee/council could establish a subcommittee or
ad hoc committee should the need arise.

Thank for the opportunity to testify on this important bill.



