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Chair Takayama, Vice Chair DeCoite, and members of the Committee:

Thank you for the opportunity to submit testimony on HB 1280 HD1. The University of
Hawai‘i (UH) supports this measure which transfers to the Natural Energy Laboratory of
Hawaii Authority (NELHA) operational authority over the makai research pier located at
the southeast corner of O‘ahu. This bill also authorizes the Director of Budget and
Finance to issue general obligation bonds for the NELHA to repair and upgrade the
makai research pier.

The UH currently has a lease from the Board of Land and Natural Resources (BLNR)
for use of the makai research pier. In the past, the UH has conducted research activity
at the pier and has also sub-leased facilities at the pier to private research partners. For
several years now, the level of research utilizing the makai research pier by the UH has
waned. The pier facility is currently used mostly by a sub-lease tenant.

The UH understands that NELHA is desirous of overseeing the makai research pier as
an asset. The UH also believes that any of its future research activity that could entail
using the makai research pier could be accommodated under the auspices of NELHA.
The UH and NELHA have partnered on other research and projects. If NELHA is
amenable to operating the makai research pier, the UH is supportive and would
collaborate to effectuate transfer of the BLNR lease.

The UH would support an appropriation of $5,000,000 in capital funding to NELHA for
making repairs and upgrades to the makai research pier. HD1 added language to
provide that existing leases of tenants would be preserved with the transition of pier to
NELHA. The UH does not object to this provision, but would note that lessees are
currently utilizing the pier as holdover month-to-month tenants and would defer to
NELHA whether they would agree that the terms and conditions of a UH lease would
meet suitability of their agency.

Thank you for the opportunity to testify in support of HB 1280 HD1.
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Chair Takayama, Vice Chair DeCoite, and Members of the Committee

Makai Ocean Engineering, Inc. SUPPORTS HB1280 HD1 and asks for an amendment to clarify the
existing grandfathering language currently in the HD1. We humbly request that Section 3 be replaced
with the following language:

“SECTION 3. All rights and obligations of the University of Hawaii relating to leases for the use and
occupancy of any portion of the Makai Research Pier in effect as of the date this Act takes effect are
transferred to the Natural Energy Laboratory of Hawaii Authority, and the Natural Energy Laboratory of
Hawaii Authority shall assume all of such rights and obligations. In connection therewith, such leases
shall not be terminated nor shall the tenants’ use, possession or enjoyment of the leased premises under
said leases be disturbed or interfered with as a result of said transfer, and said tenants shall attorn to
Natural Energy Laboratory of Hawaii Authority as the lessor under said leases. Current tenants shall be
given first right to long-term lease extensions to be negotiated with the Natural Energy Laboratory of
Hawaii Authority.”

Makai is a locally-owned and operated technology company based in Hawai'i, located on the
Makai Research Pier for over 48 years. Makai is at the forefront of R&D and engineering services on a
variety of growing ocean technology programs, including autonomous underwater vehicles, next-
generation machine learning controls and navigation, submarine and subsea cable systems, offshore deep
water wind, ocean thermal energy conversion (OTEC) and seawater air conditioning (SWAC) systems,
and a Department of Energy project to grow and harvest macroalgae offshore in Hawaiian waters for food
and future energy products.

Makai has called the Makai Research Pier home since our formation in 1973, and since then, has
continued to grow and expand the ocean-based industry here in Hawai'i. Makai currently has 36
employees, with offices at the Makai Research Pier supporting 21 full-time on-site employees and up to 5
University of Hawaii College of Engineering interns. Makai’s reputation in key areas of the growing
“Blue Economy” creates a strong position and outlook for steady growth well into the future. The Makai
Research Pier is a significant factor, providing a critical resource and key differentiator for our business,
and by extension, the growth of a diversified workforce in the marine industry in Hawai 'i.

The pier needs immediate repairs on the order of $500,000 and urgent repairs overall totaling an
estimated $5,000,000. The pier has sustained structural damage over the years that requires these
significant repairs to be made in order to maintain operational condition. This bill will allow those repairs
to be made before the damage worsens to a point that the pier is no longer usable or recoverable.
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Makai has been successful in bringing in tens of millions of dollars in funds from federal,
commercial, and international sponsors to Hawai'i, due in large part to our offices located on the Makai
Research Pier. A majority of Makai’s services and products are exported out of state with recent clients
being Department of Defense (DoD) programs in the Office of Naval Research (ONR), NAVFAC,
NAVAIR, NAVSEA, Army, United States Air Force (USAF), Defense Advanced Research Projects
Agency (DARPA); Department of Energy (DoE) programs in Advanced Research Projects Agency —
Energy (ARPA-E); and a commercial business network around the world including Lockheed Martin,
AT&T, Prysmian Group, IT Telecom, Orascom, DEME, and many others.

The pier provides us with a location to rapidly prototype hardware, and easily access the ocean
waters where we can test these systems. This ocean water access that the pier facility provides allows
Makai to save our clients time and money throughout the development process. Without the appropriated
funds to repair the pier, the damage to the pier will soon worsen to a point that it is no longer safe to
operate on the pier and the tenants like Makai must leave, along with it the existing jobs and the potential
future growth. It is our opinion that, due to a number of circumstances, a pier of similar capability for
marine research and operations would never be constructed in Hawai'i again within our lifetimes. Loss of
the pier would not only impact Makai and current pier tenants, it would be a permanent and irreplaceable
loss to the State for any future marine industry and research.

The Makai Research Pier and Makai’s work have helped to stem the tide of “brain drain” of
talented kama'aina kids going to the mainland. The Makai Research Pier facilities have allowed Makai to
make a strong economic impact in terms of high paying jobs, and demonstrated success in
commercializing R&D, which has increased taxable revenue for the state, and brought home kama’aina
scientists and engineers.

This bill would allow the Makai Research Pier to remain operational and allow the Pier’s tenants
like Makai to continue to strongly compete and win against mainland peers in high quality federal R&D
projects. Without the valuable resource that the pier provides, Makai and other pier tenants would lose
our competitive advantage to mainland competitors that are closer to the clients, and the State of Hawai'i
would lose an anchor to national and international ocean technology opportunities. The pier has allowed
companies like Makai and other tenants to expand and diversify Hawaii’s economy, and enable our tech
industry to support high-paying, highly-skilled professional jobs for our keiki here at home.

This is why we SUPPORT HB1280 HD1, which authorizes the director of finance to issue
general obligation bonds for the natural energy laboratory of Hawaii authority to repair and upgrade the
makai research pier, and allow the pier to remain operational.
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The Natural Energy Laboratory of Hawaii Authority (NELHA) is strongly opposed to
H.B. 1280 H.D.1 which transfers operational authority over the Makai Research Pier on Oahu to
NELHA; “grandfathers” in the existing tenants; and could appropriate an undetermined amount
of general obligation bonds for the repair and upgrade of the pier.

Section 3 of this measure would require NELHA to accept leases that were negotiated
over 25 years ago and are currently on a month-to-month basis. It is our understanding that
the current leases are being re-negotiated but we have no idea of the new terms and
conditions. As a self-sufficient agency that receives no general funds for our operations, this
requirement would severely hamstring NELHA in developing a business plan to sustain
operations at this facility and grow the ocean technology sector.

Thank you for the opportunity to offer these comments.

73-4460 Queen Kaahumanu Hwy., #101, Kailua-Kona, Hawaii USA 96740-2637
Phone: (808) 327-9585 Fax: (808) 327-9586 Email: nelha@nelha.org Website: http://www.nelha.hawaii.gov
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House Bill 1280, House Draft 1 proposes to transfer to the Natural Energy Laboratory of Hawaii
operational authority over the Makai Research Pier located at the southeast corner of Oahu, and
authorize the Director of Finance to issue general obligation bonds for the Natural Energy
Laboratory of Hawaii to repair and upgrade the Makai Research Pier. House Draft 1 of the measure
includes the following amendments: (i) provides that the terms of any leases of tenants of the makai
research pier located at the southeast corner of Oahu near Makapuu point in effect on the effective
date of this measure will remain in full force and effect; (ii) changes the amount of the general
obligation bonds to a blank amount; (iii) makes the appropriation for Fiscal Biennium 2021-2023
rather than Fiscal Year 2021-2022; (iv) changes the effective date to January 1, 2050, to encourage
further discussion; and (v) makes technical, non-substantive amendments for purposes of clarity,
consistency, and style. The Department of Land and Natural Resources (Department)
supports this bill and offers the following comments.

The Department notes that Makai Research Pier is under a lease to the University of Hawaii on
the Department’s land and submerged land. The Department respectfully requests both the
University of Hawaii and the Natural Energy Laboratory of Hawaii seek consent from the Board
of Land and Natural Resources on the transfer of interest in accordance with the terms of the above-
mentioned lease.

Thank you for the opportunity to comment on this measure.
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| am available for questions. Please allow me Zoom access. Thank you.
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