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Chapter 92, Public Agency Meetings and Records to, among other things, enable boards to conduct
business without any board members or members of the public physically present at the same
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The OHA Board of Trustees and its Standing Committees will hold virtual meetings until further
notice. The virtual meetings can be viewed and observed via livestream on OHA’s website at
www.oha.org/livestream or listen by phone: (213) 338-8477, Webinar ID: 941 3011 4084

AGENDA
I. Call to Order

II.  Public Testimony on Items Listed on the Agenda*

(Please see page 2 on how to submit written testimony or provide oral testimony online.
Oral testimony by telephone/landline will not be accepted)

III.  Approval of Minutes
A. April 20,2021
B. May 11, 2021
IV. Unfinished Business — None
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A. ACTION ITEM RM #21-06: Approval of FY21 Budget Realignment #3 —
Core (Personnel and Non-Personnel) and Non-Core Budgetst

B. Workshop:  T-Trustee Level Draft Policies related to Endowment Strategy:
Endowment Investment Policy, Spending Policy, Debt Policy; and
C-CEO Level Draft Policies related to Treasury Management

C. Workshop: Preliminary OHA Biennium Budget for the Fiscal Biennium Periods
2021-2022 (FY22) and 2022-2023 (FY23) — pre beneficiary sharing

VI. Announcements
VII. Adjournment
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If you require an auxiliary aid or accommodation due to a disability, please contact Raina Gushiken at
telephone number 594-1772 or by email at: rainag@oha.org no later than three (3) business days prior to
the date of the meeting. Meeting materials will be available to the public 72-hours prior to the meeting and
posted to OHA’s website at: www.oha.org/rm.

tNotice: The 72 Hour rule, pursuant to OHA BOT Operations Manual, Section 49, shall be waived for
distribution of new committee materials.

*Public Testimony: Public testimony can be submitted to the OHA Board of Trustees either:
(1) in writing emailed at least 24 hours prior to the scheduled meeting, or
(2) as live, oral testimony online during the Public Testimony portion of the virtual meeting.

PublicTestimony must be limited to matters listed on the meeting agenda.

Please visit OHA’s website for more detailed information on how to submit Public Testimony at:
https://www.oha.org/how-to-submit-testimony-for-oha-bot-meetings/ .

Persons wishing to provide written testimony on items listed on the agenda should submit testimony via email to
BOTmeetings@oha.org at least 24 hours prior to the scheduled meeting. Any testimony received after this deadline will be
considered ‘late’ testimony and distributed to the Board members after the scheduled meeting.

Due to COVID- 19, please do not fax, mail, or hand-deliver written testimony.
Persons wishing to provide oral testimony online during the virtual meeting must register here first:

https://zoom.us/webinar/register/ WN_D-Y gEpMeSE-Y 8n-krSewbA

The registration to provide oral testimony online will remain open until the Public Testimony section on the agenda has
concluded. You will need to register prior to this time if you would like to orally testify. Once you have completed your
registration, a confirmation email will be sent to you with a link to join the virtual meeting and further instructions on how to
provide oral testimony during the virtual meeting.

To provide oral testimony online, you will need:

(1) a computer or mobile device to connect to the virtual meeting;
(2) internet access; and

(3) amicrophone to provide oral testimony.

Oral testimony online will be limited to five (5) minutes.
Oral testimony by telephone / landline will not be accepted at this time.

Once your oral testimony is completed, please disconnect from the meeting. If you do not log-off on your own, support staff
will remove you from the Zoom meeting.

You can continue to view the remainder of the meeting on the livestream or by telephone, as provided at the beginning of this
agenda.
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STATE OF HAWAI'l
OFFICE OF HAWAIIAN AFFAIRS
560 N. NIMITZ HIGHWAY, SUITE 200
(VIRTUAL MEETING - VIA ZOOM WEBINAR)

COMMITTEE ON RESOURCE MANAGEMENT
MINUTES

April 20,2021 1:30 p.m.

ATTENDANCE:

Chairperson John Waihe‘e, IV
Vice-Chairperson Luana Alapa
Trustee Leina‘ala Ahu Isa
Trustee Kaleihikina Akaka
Trustee Dan Ahuna

Trustee Keli‘i Akina

Trustee Brendon Kalei‘aina Lee
Trustee C. Hulu Lindsey
Trustee Keola Lindsey

LEGAL COUNSEL:
Anna Elento-Sneed, Esq.

BOT STAFF:
Crayn Akina
Melissa Wennihan

. CALL TO ORDER

Chair Waihe‘e calls the Committee on Resource Management meeting for Tuesday, April 20, 2021 to order at

ADMINISTRATION STAFF:

Sylvia Hussey, CEO / Administrator / Ka Pouhana
Casey Brown, COO / Ka Pou Nui

Erin Nakama, IT

Everett Ohta, Corporation Counsel

Kalani Fronda, Land Director

Kevin Chak, IT

Raina Gushiken, Corporation Counsel

Ramona Hinck, CFO

GUESTS:
Germaine Meyers
Laura Kamalani-Paikai

1:30 p.m.
Chair Waihe‘e notes for the record that PRESENT are:
AT CALL TO
MEMBERS ORDER TIME ARRIVED

(1:30 p.m.)
CHAIR JOHN WAIHE'E, IV PRESENT
VICE CHAIR [LUANA ALAPA PRESENT
TRUSTEE  [LEINA‘ALA AHU ISA PRESENT
TRUSTEE DAN AHUNA PRESENT
TRUSTEE  |KALEIHIKINA AKAKA PRESENT
TRUSTEE  |KELI‘I AKINA PRESENT
TRUSTEE BRENDON KALEI‘AINA |LEE PRESENT
TRUSTEE |CARMEN HULU LINDSEY PRESENT
TRUSTEE |KEOLA LINDSEY PRESENT

At the Call to Order, NINE (9) Trustees are PRESENT, thereby constituting a quorum.

RM COMMITTEE MEETING
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Il. PUBLIC TESTIMONY on Items Listed on the Agenda*

Chair Waihe‘e states for the record —

e Public testimony should be limited to matters listed on the meeting agenda and will occur during
the Public Testimony portion on the agenda.

e [f you begin to address other issues not on today’s meeting agenda, the Chair will call you out
of order and direct you to limit your testimony to items listed on the agenda.

e Testifier names will be announced, and your microphone will be unmuted when it is your turn to
testify.

e If you are not audible, you will be muted, and the next testifier will be called.

e State your name, organization (if applicable), agenda item(s) you are testifying on and your
position (support, oppose or comment) on each of the agenda item(s).

e Oral testimony online will be limited to five (5) minutes. A timer will on the screen to count down
the five (6) minutes. A chime will sound when you have 30 seconds left and a second chime
when your testimony time expires.

e Your mic will be automatically muted once you have completed your oral testimony or if your
allotted time for testimony expires. | will call on staff to call on the list of testifiers.

Crayn Akina: Aloha Trustees, Pouhana, and Administration. We have three people signed up and
two in queue.

First, we have Laura Kamalani-Paikai.

Laura Kamalani-Paikai: Welina mai ke aloha Chair and Members of the Committee on Resource
Management. My name is Laura Kamalani-Paikai. | am here to offer testimony on agenda item V.C.
specifically to put a familiar face to the proposed reorganization on which you will deliberate.

On January 28, 2021, | was informed by the CEO that my position at OHA would be eliminated in the
reorganization and | was made to understand that if | wish to remain at OHA, | would have to apply for
an open and / or new position.

At the time, an intonation was made by the CEO about a particular position, which had my name written
all over it, or words to that effect. But the delivery and tone of the CEQO’s message was so casual that
one might think we were discussing something as innocuous - like what type of bread and filling |
preferred for my sandwich, instead of a subject with the potential to alter my life in this autumn season
of my life.

I's sobering and serious; betrayal was the first assault to my senses, followed by anger, hurt,
frustration, resentment. It has taken the greater part of the two months and 23 days since for me to
shake off those demoralizing emotions. Eighty-two agonizing days to wrestle with and arrive at the
best decision for me.

The documents submitted for your review today are not the same ones presented to me by the CEO in

our meeting and the sole severance package offered by the CEO on January 28, 2021 has since
expanded to five options for consideration.
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Piecemeal rollout of this reorg and the CEQ’s business as usual, take no prisoners mindset throughout
have exacted a toll on my inner man. | never imagined that my 25 years of service to OHA and the
Lahui would end this way; but so be it. | have no desire to stay where I’'m not wanted or where | have
become surplus to requirements and | have zero energy to compete for a place in the CEO’s new
pecking order. I'm not sure what your role is with this reorg or it's multi-layered elements. But | pray
you will regard all that | have shared today with empathy and Aloha and make it possible for me to
leave with dignity and the most generous severance package OHA can offer me. Thank you so much
for your time and kind attention.

Chair Waihe‘e: Thank you Laura.

Crayn Akina: Next, we have Germaine Meyers.

Germaine Meyers: Before | begin, | just have a point of clarification. | didn't see on the agenda item -
employees’ contracts. I'm just wondering if | looked at the wrong agenda.

Chair Waihe‘e: She was referring to the reorganization, purpose design, application and projected
outcomes.

Germaine Meyers: ...and how it relates to her position?
Chair Waihe‘e: Yes.

Germaine Meyers: OK, thank you. Aloha Chair Waihe‘e, Vice Chair Alapa, Administration, Trustees,
Lahui. My name is Germaine Meyers and | am an OHA beneficiary for beneficiary advocacy and
empowerment. I'm also a Nanakuli Hawaiian homestead lessee.

| come to you today to speak to you about the agenda item regarding the Kaka‘ako Makai Properties
and the allocation of revenue to specifically, the legacy lands. Trustees, I'm concerned that 60%; more
than half - 50% is half of the revenue. This is 60% that is being proposed.

What I'm concerned about is that it does not align with the Strategic Plan that | downloaded from OHA,
which is eight pages, half of it being in Hawaiian language. There are specific strategies or specifically
eight - two strategies for each related to Housing, Economic Stability, Education and Health regarding
the lahui.

I'm concerned that Legacy Land is taking up much of the revenue from the Kaka‘ako lands, or is being
proposed to be taking up much of the revenue. | disagree with that. | guess | read it incorrectly with
the last time | read the packet from last week and | thought | saw that it was marked out, but | didn't
realize it wasn't 0%, it was from 50 to 60%. | didn't see that the red line didn't go through the six, and
so I'm deeply concerned that the legacy lands are specific lands.

For example, DLNR Lands that are being leased in Kaua‘i; two properties. There's the Wahiawa

property on O‘ahu, there's Big Island property, Maui property. I'm concerned that if there's for example,
$100 million revenue, you're talking about 60 million dollars going to these specific legacy lands.
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Why is that? I'm questioning myself. Why is it that 60% is going towards these lands?
So next my question is, how did these lands get chosen for these specific purposes?

I'm living here in Nanakuli and along the West Coast we have the highest concentration of Native
Hawaiians in the world if you go all the way up to Kapolei. OHA hasn't taken up land or leased land
from DLNR so that we can gather or engage in specific uses that were designated for the lands. Yet this
is what's happening with what you're proposing; for more than half of the of the revenues from Kaka‘ako
to be given towards these specific lands.

So, now my question to myself - is OHA going to acquire other lands that is going to come under the
title of Legacy Lands? Are they going to only serve the needs of certain lahui members and not all Iahui
members?

Because the strategic plan that | read, the eight pages were just talking about the lahui members and
specifically the well-being of the lahui members. That's what those strategies were, and those specific
outcomes; | counted 26 outcomes.

So now when you're having an economic engine with the Kaka‘ako Makai; my support all this time
wasn't so that more than half would go towards the legacy land. My support was so that more than
half would go towards either grants or towards the outcomes of the specific strategies that were outlined
to us.

I'm concerned that OHA has misaligned yourselves with your messaging to us — What is important to
OHA?

So that's what I'm really, really concerned about, and those are the questions that I'm asking myself.

If you're going to specify for the revenue; what about managing those properties or improving those
properties? There's nothing related to that.

If you're going to give specific monies towards upkeeping of those Kaka‘ako properties, but no, instead
it's talking about giving more than half to the legacy lands. I'm just really confused and maybe I'll come
back again to another meeting when this again is on the agenda to further elaborate my understanding
and thoughts.

I'm really looking forward to the workshop to understand more about what is it that the Administration
and OHA is proposing to us.

Mahalo, | see that my time is up. Ke Akua Pu. God bless all of you. Thank you, Chair.

Chair Waihe‘e: Thank you Germaine.

RM COMMITTEE MEETING Page 4 of 29 Minutes for 04/20/2021



DRAFT
For Approval on 05/25/2021

lll. _ APPROVAL OF MINUTES

A. March 23, 2021

B. March 30, 2021
Trustee Akaka moves to approve the minutes of March 23 and March 30, 2021.
Trustee Hulu Lindsey seconds the motion.
Chair Waihe‘e asks if there is any discussion. There is none.

Chair Waihe‘e calls for a ROLL CALL VOTE.

1:43 p.m.
‘AE | A‘OLE | KANALUA

TRUSTEE 112 ves) | (No) | (aBsTAIN) | EXCUSED
LEINAALA]  AHU ISA X
DAN|  AHUNA X
KALEIHIKINA|  AKAKA 1 X
KELI'l AKINA X
VICE-CHAIR LUANA|  ALAPA X
BRENDON KALEI‘AINA LEE X
CARMEN HULU| LINDSEY [2] X
KEOLA|  LINDSEY| X
CHAIR JOHN| WAIHE'E X

TOTAL VOTE COUNT B o 0 0 0

MOTION: [ X JUNANIMOUS [ ]PASSED [ ]DEFERRED [ ]FAILED

Chair Waihe‘e notes for the record that all members present vote ‘AE (YES) and the MOTION
CARRIES.

IV. UNFINISHED BUSINESS

None
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V. NEW BUSINESS

A. ACTION ITEM RM #21-04: Approval of a Third Amendment to BOT #12-05 — Kaka‘ako
Makai Policy Relating to the Allocation of Revenue from
Kaka‘ako Makai Properties to the Land Legacy Program

Chair Waihe‘e turns it over to Ka Pouhana Sylvia Hussey.

Pouhana Hussey: Thank you, Chair Waihe‘e. Trustees — this Action Item is being brought forward
due to the recommendations from the Permitted Interaction Group in which the Board received last
week, as well as discussed.

This was included in the report as part of the Policy recommendations and so Administration has
brought forward this action to amend the Kaka‘ako Makai Policy and specifically, eliminating the
allocation to the grants program. Not because grants are not important anymore, but because of the
strategy that is going to replace that and will come forward in the Budget presentation in terms of
utilizing the Public Land Trust revenues for our granting programs.

The second change is that we want to increase the Net amount from 50% to 60%. Currently, the 50%
net contributes about 1.5 million to our Legacy Land Programs. As the Beneficiary pointed out, in the
packet was a presentation of all of our Legacy Land Programs. Among the two largest pieces are Wao
Kele o Puna on the Island of Hawai‘i and the Wahiawa Lands on O‘ahu; the legacy program now that
derives revenue from Kaka‘ako Makai is about 1.5 million dollars. That represents the 50%. Based on
the projections, 60% would add an incremental $300,000 to the net revenues for the Legacy Land
Programs. For alignment, this is strategy 10 in our Endowment. Strategy 10 talks about Direct Land
Investments and ‘auamo kuleana regarding our legacy properties. That's the second change that
Administration is bringing forward on the Policy.

The third change is to eliminate the sunset date, when the policy was first amended in 2017 there were
two-year check-in dates, if you will. So, in 2017, the first check-in date was 2019. In 2019, we came
back to the Trustees with another amendment, a second amendment and pushed out the date to 2021.
Each time the reason Administration did that is because we were on the cusp of figuring out what was
going on with Kaka‘ako Makai. With the Trustees’ Permitted Interaction Group, and the directions and
discussions there, we feel that it's appropriate to not have a sunset date anymore and just have it be
the policy. At the time in the future, when the Trustees deem it necessary and appropriate - we can
then come back and change the policy at that time. So that's the third piece that we are changing to
take off that sunset date. So that this is the policy, and the long-term Policy implications come back as
the Trustees’ work are on-going and as it relates specifically to Kaka‘ako Makai.

The last change, there are some ministerial edits; the policy was written in 2012. There are some
language changes there that aren't aligned to our current policy nomenclature. So those are some of
the edits that we have made as an example. | think the term Nation is in there and the Board restated
that our vision is to Raise a beloved Lahui. So, those kinds of ministerial edits were made to align to
our current language. Administration is open for any questions by Trustees.

Chair Waihe‘e asks if there are any questions.
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Trustee Akina: Thank you Sylvia for the report. | just want to say that | really commend everyone on
the Board who's worked on this, including the PIG members, because these new efficiencies really help
us to be in alignment with our strategic direction. I'm also very pleased that we have broadened our
focus from “Nation”, to building a beloved Lahui, which is a much broader, more inclusive term. | think
it will benefit OHA and the Lahui itself. | did want to ask Sylvia to comment on one thing for the sake
of our Beneficiaries. You did mention that we are removing grants funding from the Kaka‘ako Makai
revenues and you did mention the alternative would be receiving funding directly from Public Land
Trust. | just wanted to give you the opportunity to explain that we are not reducing grants funding.

Pouhana Hussey: Thank you, Trustee for the opportunity to clarify. Currently, our Grants funding is
at about $12 million and what we, Administration, will bring back to the Board during the Biennium
Budget process is to move that granting up to $15 million. It is exactly the number of the Public Land
Trust, and that is to associate that every dollar that comes from Public Land Trust at this point goes
directly to our granting and to our beneficiaries.

Previously, maybe where we were in Kaka‘ako Makai as to having grants benefit at the same time our
Kaka‘ako Makai Lands came to our portfolio, our Wahiawa Lands came to the portfolio as well. So, we
need to be able to have revenue sources that allow us to ‘auamo that kuleana as well as our Grant
kuleana. So, the philosophy there is not that we're decreasing grants. We are increasing grants - just
not from this source. From this source, we are directing the source to our Legacy Lands and we know
that we have a large kuleana for those 511 acres and this is one of the ways of funding that strategy
and that direction.

Trustee Akina: Thank you very much.

Trustee Lee: Thank you. A couple of things, Sylvia. | understand not doing the sunset of June 30,
2021 since we're doing it right now. | don't know that | agree of not having a sunset at all.

As | recall, the conversation that we had at the table in 2019 was that we don't know who the bodies
will be at this table in the future. They won't necessarily know what was going on in the past.

So, | think the logic of when the Board is ready to do something else, then they'll come back and revisit
that, | think is unreasonable, because we don't know who that board will be.

| think we should have a sunset in. | don't necessarily agree that it needs to be two years anymore,
given that we are moving forward with something, but maybe five or even a 10-year sunset. That way
it's in the policy and that's not necessarily saying that this isn't a policy, but it forces whoever
Administration and the Board is at that time - to come back and look at the policy.

Whereas, if there is nothing in there, there's nothing to make them come back and look at it. | think
relying on that they're going to do that just because they're going to do that, I'm not willing to take that
chance. | think of having a sunset date in, and I'm fine with pushing it out further. [ think having a
sunset date, which forces Administration and the Board to come back and look at this is something that
needs to be in this policy. Thank you, Mr. Chair.

Pouhana Hussey: Trustee Lee, | think what you point out in our policy work is something that in our
policy work. Every policy would have a review date, and whether it's three years or five years. In the
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normal course of policy work, this policy would have had a review date, at least. So that makes sense
to have a review date for this and the language previously was that it is a review date.

However, the practice has been that it acted like a sunset date. If it makes sense to state it in the policy
that it is to be reviewed in three years, as you pointed out, you have a policy. You just have a review
date, where in practice, what we did was the date, the review date was the sunset date. It makes sense
for Administration to frame that as a review date and whatever date makes sense for the Trustees and
then implement it as an active policy and review it rather than sunset it.

Trustee Lee: Okay, Yes - | don't see any review date in here. Item D, number three, it says eliminate
the review date of June 30, 2021.

Pouhana Hussey: | was looking at the Second Amendment and it reset the review date there. Yes,
as a matter of policy and the construct of the policy. That would work, whatever the Trustees feel would
be most meaningful for policy work.

Trustee Hulu Lindsey: | would entertain an amendment from Trustee Lee to add a date to my motion.
Trustee Lee, would you like to do that?

Trustee Lee: When we get there. | think we're still on discussion at the current moment.

Chair Waihe‘e: No one that's made the motion yet, right?

Trustee Lee: No.

Trustee Keola Lindsey: | did have a couple questions - if that's okay. | think it's great that our grants
may potentially increase to $15 million a year. That $15.1 million - that's a set amount that we're already
getting, right. So, if all of that revenue from Kaka‘ako Makai that grants is losing - what funds within
OHA that currently uses the $15.1 million is going to get cut out?

Pouhana Hussey: That's where the Biennium Budget comes in, when we bring that before the Board.
All of the sources of funding; PLT is one source, the Native Hawaiian Trust Fund dollars, the general
funds - all of the different sources will come through the Budget process and then that's where we will
show where that funds and sources will go for that.

Trustee Keola Lindsey: My second question is | understand that Legacy Lands is going to be bringing
their Biennium Budget, back for 22-23. How is the 10% and the $300,000 increase, how were those
numbers chosen?

Pouhana Hussey: Casey is Kalani on.

Pou Nui Brown: | can follow up.

Pouhana Hussey: | can tell you Trustee, as we thought through what the incremental pieces are, we

knew that the amount of current Kaka‘ako gross and the net because this is a change on the net side,
right? We need to make sure that we cover our costs.
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Right now, the net is about $3 million. So, 50% - there's $1.5 million going. What the Legacy Land
Program has been, is balancing all of that Legacy Land Investments on the $1.5 million, to the extent
that there are more dollars that are needed for projects, land and whatnot. That money will now need
to come from the core part of the funding.

As a result, when they bring back the totality of all of the investments, we'll have to see what comes
from core and non-core. Right now, increasing it just 10%, a little bit more is helpful to get an additional
$300,000 into the overall Budget. Again, this $1.5 and the $1.8 is going to need to cover Wao Kele o
Puna and Wahiawa Lands

Pou Nui Brown: E kala mai, just pointing out that Kalani has joined the meeting.

Pouhana Hussey: Thank you. Kalani do you want to expand on the increase from 50% to 60% for
Trustee Keola Lindsey?

Oh - did we lose him?

Pou Nui Brown: As he’s getting set up. Kalani might know that exact answer, | might be able to add
a little bit. The reason why the 10% went up is because it has to do with gross versus net. So, when
we change something on the net, the absolute dollar amount is one thing, if you change the same
amount of percentage on the gross, the absolute dollar is going to be different. So, we found that
percentage change in the gross since we're getting rid of the net. We tried to find that percentage
increase, that wouldn't heavily change the overall amount that's going to go to the Land Legacy
portfolio.

Land Director Fronda: Aloha Trustees, if | could just add there are certain types of projects that are
being held, until we can make sure that it's properly funded. In the event of this increase, we do have
in our biennium projects that are addressed across the pae ‘aina, not only in Kikaniloko. As you guys
know, Kukaniloko - we once again went forward with a CIP request, which didn't get funded.

In the process, we also have other assets throughout the pae ‘aina in: Maui, as well as Hawai‘i Island,
and also in Maunalua, that requires this type of funding. With that 10%, we will be able to space it out
and be able to fund some of the projects that we have had to delay over time. Thank you.

Trustee Keola Lindsey: Thank you, Mr. Chair. Thank you, Sylvia.

Trustee Akina: With regard to the legacy lands, | recall from our prior discussion as to a sunset date.
One of our concerns was the actual cost of maintaining the Legacy Lands, and that we would review
the issue of sunset date - once we received from administration some assessment of the cost of the
maintenance of the Legacy Lands. | wonder if you have any update for us on that or can tell us when
we might be able to take a look at that.

Pouhana Hussey: When the Biennium budgets come before the Board, the projections of what the

current state of maintenance and then what is also the projected needs, based on the planning, are
accounted for.
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To your point Trustee, each property has a different character and nature about it. Each property has
different funding agreements with it; we are sub-leased from DLNR, other are large opportunities.
There are other properties that we have grant opportunities - and the Legacy Land Program has done
a great job of partnering with, for example, the County of Maui to fund the deer fence at Palauea Heiau.
The Legacy Land Program is looking at all the different sources and partnering to enable and to fund
what we need to do on a short-term, as well as long-term basis.

| will also say that part of that assessment, like all assessments is our portfolio. We have obtained
some of these Legacy Lands over time and - does it make sense to hold these Legacy Lands? This is
where the policy is important for not just Kaka‘ako Makai, but just holistically, what is our policy around
Legacy Lands and what is the criteria by which we would acquire, hold, maintain and if the portfolio
does not align to those policies, then we do we divest ourselves of Legacy Land pieces. So that entire
portfolio assessment is what is being done and then it comes forward in recommendations to the Board
through the Biennium Budget process.

Trustee Akina: Thank you Sylvia and | do agree that that Portfolio Assessment is very important in
terms of making sure that we have the correct balance in our assets.

Trustee Lee: One more question. Sylvia, you mentioned that the language in the new Strategic Plan
talks about the L&hui and not a Nation. I'm aware of that, so some of these things in here and removing
Nation, | think makes sense. | just have a question about some of them; by removing, Proceed in a
way that has in mind the transfer of assets to the Nation (Attachment A-4), and then Proceed in a way
that grow, preserve and protect the assets to the Nation and then we've crossed out fo the Nation
(Attachment B-6).

Are we now saying that should a Native Hawaiian Nation stand up we have no intention of transferring
the assets to that nation?

Pouhana Hussey: So no, that...
Trustee Lee: Ok, enough said. Yeah. That was my only question. Thank you, Sylvia. I'm good. Thanks.
Chair Waihe‘e: Thank you, Trustee Lee. Is there any other discussion, members?

There is none.

RM COMMITTEE MEETING Page 10 of 29 Minutes for 04/20/2021



DRAFT
For Approval on 05/25/2021

Trustee Hulu Lindsey moves:

To approve a third amendment to BOT #12-05 — Kaka‘ako Makai Policy, relating to the
allocation of revenue from Kaka‘ako Makai properties to the Land Legacy Program at
Attachment A, including ministerial edits. Such an amendment includes the following
changes:
A. Eliminate the allocation of the gross revenues from Kaka‘ako Makai (KM) to
OHA'’s Grants program
B. Increase the allocation of the net revenues to OHA’s Legacy Land Program
(LLP) from 50% to 60%;
C. Eliminate the review date of June 30, 2021; and
D. Address ministerial edits.

Trustee Akina seconds the motion.

MAIN MOTION 2:08 p.m.
‘AE A'OLE | KANALUA
TRUSTEE (RM) 1] 2 (YES) (NO) | (ABSTAIN) | EXCUSED
LEINA‘ALA [ AHU ISA
DAN [ AHUNA
KALEIHIKINA | AKAKA
KELI'1| AKINA 2
RM VICE CHAIRLUANA [ ALAPA
BRENDON KALEI'‘AINA LEE
CARMEN HULU | LINDSEY | 1
KEOLA [ LINDSEY
RM CHAIR JOHN | WAIHE'E
TOTAL VOTE COUNT [

RM MOTION: [ ]UNANIMOUS [ ]PASSED [ ]DEFERRED [ ]FAILED

Chair Waihe‘e asks if there is any discussion.

Trustee Lee moves to amend the motion changing letter C. from Eliminate the review date of
June 30, 2021; to Amend the review date of June 30, 2021 to June 30, 2025.

Trustee Keola Lindsey seconds the amendment.

Chair Waihe‘e asks if there is any discussion.

Trustee Lee: For the benefit for Administration and for the Trustees. The reason of the date of 2025
of four years - | was going to do three years, as suggested by Administration, but as some of you may
recall, those of you that were on the Board in 2019, the reason we picked 2021 was it was a non-

election year. So that gave any new Trustees that were elected time to review policies and get up to
speed on everything before they had to make-a-decision on something like this.
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The three years will take us into 2024, which is an election year so that's why | made it four years out,
so that it would be the non-election year. Thank you, Mr. Chair.

Trustee Ahu Isa: Just a Point of Clarification; C. Amend the review date - we're replacing eliminate
the review date. So, we're going to amend to eliminate the review date. We're not reviewing. We're
going to wait to June 30, 2025 to review. [Is that what the amendment is?

Trustee Lee: By amending the review date of June 30, 2021; that means we will not review in 2021.
We are changing that date until four years out to June 30, 2025. So, there will be no review of 2021
because we're changing the date to 2025. Does that clear that up Trustee Ahu Isa?

Trustee Ahu Isa: Yeah, | just think it's kind of a long time to review.

Trustee Lee: We're not going to review it during that whole time. That just means on June 30, 2025
we will review this policy. That's all that means. Not that we’re going to review it from now until then,
just on that date we will review this policy.

Trustee Ahu Isa: Okay, Mahalo.

Chair Waihe‘e asks if there is any further discussion.

There is none.

Chair Waihe‘e calls for a ROLL CALL VOTE.

RM CHAIR JOHN | WAIHEE
TOTAL VOTE COUNT [

AMENDMENT 2:14 p.m.
‘AE A’OLE | KANALUA
TRUSTEE (RM) 12| (YES) (NO) | (ABSTAIN) | EXCUSED
LEINAALA | AHU ISA X
DAN| AHUNA X
KALEIHIKINA | AKAKA X
KELI'1|  AKINA X
RM VICE CHAIRLUANA | ALAPA X
BRENDON KALEI‘AINA LEE | 1 X
CARMEN HULU | LINDSEY X
KEOLA | LINDSEY 2 X
X
9

0 0 0

RM MOTION: [ X JUNANIMOUS [ ]PASSED [ ]DEFERRED [ ]FAILED

Chair Waihe‘e notes for the record that all members present vote ‘AE (YES) and the AMENDMENT
CARRIES.
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Chair Waihe‘e calls for a ROLL CALL VOTE on the Main Motion, as Amended.

To approve a third amendment to BOT #12-05 — Kaka‘ako Makai Policy, relating to the
allocation of revenue from Kaka‘ako Makai properties to the Land Legacy Program at
Attachment A, including ministerial edits. Such an amendment includes the following
changes:
A. Eliminate the allocation of the gross revenues from Kaka‘ako Makai (KM) to
OHA'’s Grants program
B. Increase the allocation of the net revenues to OHA’s Legacy Land Program
(LLP) from 50% to 60%;
C. Amend the review date of June 30, 2021 to June 30, 2025; and
D. Address ministerial edits.

MAIN MOTION, AS AMENDED 2:15 p.m.

‘AE A'OLE | KANALUA
TRUSTEE (RM) 1|2 (YES) (NO) | (ABSTAIN) | EXCUSED

LEINA‘ALA | AHU ISA
DAN AHUNA
KALEIHIKINA AKAKA
KELII AKINA 2
RM VICE CHAIR LUANA ALAPA
BRENDON KALEI‘AINA LEE

CARMEN HULU | LINDSEY | 1

KEOLA | LINDSEY

RM CHAIR JOHN | WAIHE'E

©| XXX XXX | X[ X| X

TOTAL VOTE COUNT I 0 0 0

RM MOTION: [ X JUNANIMOUS [ ]PASSED [ ]DEFERRED [ ]FAILED

Chair Waihe‘e notes for the record that all members present vote ‘AE (YES) and the MAIN MOTION,
AS AMENDED CARRIES.

V. NEW BUSINESS

B. ACTION ITEM RM #21-05: Amendment to the Executive Policy Manual Section,
Budget Management Policy
Chair Waihe‘e turns it over to Ka Pouhana Sylvia Hussey.
Pouhana Hussey: Thank you Chair Waihe‘e. Trustees, this is a continuing policy work to complement
Action Item RM #18-12; this was a major piece of policy that required a construction and preparation

of the Budget in a certain way.

What Administration is doing is complementing the Budget Construction and Preparation with Budget
Management and Evaluation Policy as well, and bringing it to totality.
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At the same time, the Board approved the Fiscal Stabilization Policy that replaced the Fiscal Reserve
guidelines within the Spending Policy and that Policy was approved, but wasn’t brought into the
Executive Policy Manual holistically.

So, this adds a Budget Management and Evaluation Policy, and then it incorporates the Fiscal
Stabilization Policy into one overall Budget Management and Preparation Management Policy
collectively.

Administration does point out that the Fiscal Stabilization, when it was approved back in 2019 - was
meant to be a temporary Cash Policy pending the Trustee-Level work of spending as well as the
complementary Cash Management policies. So, the Permitted Interaction Group that the Board
formed and was reported out in October, had some recommendations for Trustee-Level Policies,
Investment Spending. So, Administration recommends that Policy work continue, but in the meantime,
putting together all of the Budget Management Policies; so, it's an intermediate step to a longer-
term step of the bigger T-level policies.

What you will also see in future Policy Action Items are more C-level policies regarding Cash
Management and Treasury Functions. The Authorizations to move Cash around between the accounts
to make sure that we have the maximum amount of use of our Cash in investments, as well as operating
needs. This is really an aggregation effort as well as a teeing up for future policies that will come back
to the Board.

Trustee Akina: | just wanted to say Congratulations to all of us and our predecessors. It's been about
four years that we've been working on aggregating these policies, and it's a major step for us as an
institution. It brings us much closer to a PPBS planning system that we can use in our budgeting. |
think it's really first rate and | want to thank everyone who's worked on this and believe that this is a
great step in our ability to be accountable and to make sure that what we're budgeting for is
accomplished. So, kudos to everyone and to you Administration for working on this, as well as the
members of the PIG.

Chair Waihe‘e asks if there is any further discussion.
There is none.
Trustee Hulu Lindsey moves:

To approve the expansion of the Executive Policy Manual section described in
Attachment A:

(1) New section 3045 Budget Management;

(2) New section 3046 Fiscal Stabilization Policy;

(3) Relocate and renumber two sections currently located in section 3050 Fiscal to
section 3040 Planning, Programming, Budget; and

(4) Relocate and renumber five sections currently located in section 3040 Planning,
Programming, Budget to new section 3045 Budget Management.

Vice Chair Alapa seconds the motion.
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Chair Waihe‘e asks if there is any discussion. There is none.

Chair Waihe‘e calls for a ROLL CALL VOTE.

2:20 p.m.
‘AE | A'OLE | KANALUA

TRUSTEE 112 ves) | (No) | (aBsTAIN) | EXCUSED
LEINA'ALA]  AHU ISA X
DAN|  AHUNA X
KALEIHIKINA|  AKAKA X
KELI'l AKINA X
VICE-CHAIR LUANA ALAPA 2| X
BRENDON KALEI'AINA LEE X
CARMEN HULU|  LINDSEY] 1 X
KEOLA LINDSEY X
CHAIR JOHN| WAIHE'E X

TOTAL VOTE COUNTRRI 9 0 0 0

RM MOTION: [ X JUNANIMOUS [ ]PASSED [ ]DEFERRED [ ]FAILED

Chair Waihe‘e notes for the record that all members present vote ‘AE (YES) and the MOTION
CARRIES.

V. NEW BUSINESS

C. Workshop: Reorganization Purposes, Design, Application and Projected Outcomes
Chair Waihe‘e turns it over to Ka Pouhana Sylvia Hussey.

Pouhana Hussey: Thank you Chair Waihe‘e. Trustees, this information helps to set broad context.
As you can imagine, reorganization for the purposes in alignment takes a lot of work. It’s very thoughtful
and difficult work. The concept of reorganization has been in our vernacular since October 2019; the
specifics and the details have not come forward until September of 2020 as the Board approved the
words and the endowment strategies and the forward directional strategies. This follows on the heels
of that work to look at the organizational structure in support of the Strategic Plan and more importantly
implementing the Strategic Plan.

The Office of
Hawaiian Affairs

TUESDAY, APRIL 20, 2021

COMMITTEE ON RESOURCE MANAGEMENT

WORKSHOP: REORGANIZATION PURPOSES, DESIGN, APPLICATION AND
PROJECTED OUTCOMES
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Pouhana Hussey: So, with that, the first is a Strategic Alignment and we have many guiding
documents, but certainly Chapter 10 is our primary guiding document for that.

High level - Why do we need to go through a reorganization? Why do we need to do what we do?

Administration has identified that we need an organizational structure that enables us to implement our
strategies. One of the difficult parts of reorganization work is that there is a lot of perception that it's
being critical of people who have come before - or designs or models or leaders who have come before.
Really, that is not the intent; the intent is not to tear down, the intent is to look at what pieces and
structures were there. Keeping - maybe tweaking - but really, it's about what is the best structure for
the organization so that we can move forward in implementation.

‘OHA needs an organizational structure that enables the
\mplememcmon of sirategies to achieve outcomes outlined in
Tro1eg|c Plan 2020-2035.

[§10-3] Hawai‘i Revised Statutes (HRS) Chapter
of the Native Hawaiian people, including:

10 provides that OHA is meant to address the needs

(1) The b of conditions of native

(2) The betterment of conditions of Hawaiians;

Deﬁned Business Model

@) Serving as the principal public agency ible for the and

of and activities rela tlng to native Hawaiians and Hawaiians; except that the

iian Homes Commission Act, 1920, a shall be admini by the iian homes
commission;

(4) Assessing the policies and practices of other agencies impacting on native Hawailans and

and i efforts for native it and

Functions, Roles, KASABs, Organization
,Sfruciure Organization, Positions, Policies,
‘Processes Procedures, Practices

® ing for, receiving, and disbursing, grants and ions from all sources for native
Hawaiian and Hawaiian programs and services; and

Purposes of the Office of Hawaiian Affairs

(6) Serving as a receptacle for reparations. HRS §10-3; see also HRS 1§10

Pouhana Hussey: Administration started by defining a Business Model for OHA. Once that Business
Model was established, we back mapped from our Vision - to our Mission and Mandate. All those
pieces should look very familiar to Trustees, but trying to put that into our Business Model, backwards
map that and then working through that all the way down to Positions.

So, what Administration did was, we started with our Business Model and we took a very commercial
business Business Model language. What we did is mapped over what is our Business Model; so
instead of profitability, we look at perpetuity, being here in the long term, stewarding our assets for the
Lahdi for the long term.

Our value proposition - instead of sales and market and shareholder value, our value proposition is
about our mission alignment and our fiduciary responsibility with what we are charged with.

Then again, just nomenclature, instead of Customers or Clients, we talk about Beneficiaries and
Communities as our Business model. Then of course, goods and services; our nomenclature is our
roles and our functions that we do.

So, with this Business model, we then map backwards to these concepts. Again, familiar; Vision, that
inspirational and aspirational aspect of the organization, what we are to do, and then our strategic
outcomes. This is language that should be very familiar to all of us, and then getting more granular,
and all the way back to our strategies, our tactics, and then our functions and roles. So, the language
around all of that should be familiar with us and that's the basis for reorganization work.
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Responsibility
* Customers or Clients > Beneficiaries and Communities
* Goods or Services > Roles and Functions

Pouhana Hussey: You then take the functions and roles and then you go left to right instead of right
to left. When backwards mapping you go one direction and now, we're going the other direction.
Functions and roles are roles that we have called out in our Strategic plan. These again are familiar
roles to us.

A new taxonomy or new language that has been introduced in the reorganization is for KASABs.

What knowledge aspiration skills, attitudes and behaviors do we need to develop — demonstrates - in-
order to fulfill our functions and roles. Which fulfills our strategies and ultimately actualizing a vision
that we have.

The organizational structure then takes where you have a number of buckets; and so for Operational
purposes, sometimes people refer to this as job families, or other pieces.

Pouhana Hussey: The support - Leadership Management and technical functions are not to be
interpreted as the Federal criteria of the Fair Labor Standards Act in which there are assessments for
exempt and non-exempt. We use this language just for our own organization. To make sense of the
kinds of positions that are associated with each of the functions.

Another nomenclature introduction is that of Bloom's taxonomy, Bloom's Taxonomy is a cognition. It's
used in education and yes, | have a left-brain disposition to Education. However, it is a taxonomy that
helps classify, learning and thinking. So, the large pieces of knowing, understanding, applying,
analyzing, evaluating, and creating demonstrates higher order thinking skills and learning skills, and
therefore higher order production.

So, for example, the knowledge skills in the taxonomy. Knowledge skills, if you know something, then
you're able to regurgitate it, those kinds of regurgitation of rote memory are because you have acquired
knowledge. In order to ably actualize - to create taxonomy, you're going to need to know, understand,
apply, evaluate, and then create, which requires a higher order thinking skill, as well as demonstration,
knowledge and behavior. So, the introduction of Bloom's Taxonomy is being used to help us identify
what do we need our positions to know, to do, how to behave, how to think, how to construct, how to
advocate in our roles, and so we introduced this as part of the reorganization work.

We then also know that while the Board approved the strategic directions and outcomes plus the

endowment strategy, Administration has a strategy as well and that's internally to strengthen the
infrastructure.
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Administration has a tactical outcome in two strategies; strengthening the People capital, and then
strengthening the Organizational capacity. This is where we talk about enabling technologies, our
alignment to policy, procedure, and practice, as well as our operating efficiencies.

Behind the scenes in Tactical implementation work, Administration has these outcomes as well, so to
advance the Organization's capability to complete and implement the strategic plan.

ADMINISTRATION ACTION

Tactical Outcomes (Infrastructure)

Functions & Rol
. . .

Human capital apply mission aligned knowledge, attitudes, skills,
aspirations and behaviors; Integrated internal systems that strengthen
organizational capacity.

| capacity fo enable Strategy 12. Strengthen organizational capacity o enable
shategic outcomes

Pouhana Hussey: This slide while it says What this is also the Why.
Why do we need a Reorganization? What is trying to be accomplished?

This slide is trying to say that Reorganization is designed to accomplish not just one thing, but multiple
things.

Pouhana Hussey: [l start at the one o'clock aligning with the Board Governance framework. The
Board Governance framework is a very critical piece of work that the Board completed to a certain
level, but it establishes the Governance structure for the Organization. It provides the kahua for the
rest of the Organization. Starting at the one o'clock is an important feature of that - and you'll see that
in our Operational org. chart.

If you go around the clock again - the policy orientation - the process efficiencies and effectiveness of
locale, physically where are we are as well as technology. You will also see there is an objective of
realizing a reduction in labor. That is one of the objectives of Reorganization, but also strengthening
employee knowledge, skills, and capabilities. That's part of our HR Capital Infrastructure.

We also want to be able to enable a variety of mechanisms there. We can Direct Service, we can
Grant, we can Procure, etc. We can lend money, we can borrow. All these verbs or these actions are
all different ways that OHA can implement its strategic plan and its tactics. Hopefully, you will see that
in the orientation of the Functional Organization Chart.

Last, but not least, the Beneficiary and Community “centricness” of OHA, and being very intentional
about where we are in our Communities and where we are in servicing Beneficiaries.
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The Whati? - Reorganization Purposes, Design Principles, Elements and Considerations

Roles-Functions

Four
Direclions & 8-Shalegies
3x4x8 3
Enable Implementation of
Endowment and
Infiasiuclure Siralegies

Pouhana Hussey: I'm going to pause on this, you have a big 11 by 17 pull out. But the reason to
pause here on the organizational chart is administration - when designing or reorganization - looks at
the functions that we need in the organization and we'll walk through why these functions appear where
they do.

Once the functional design is set, then you start to put in all of the positions that help to support the
function. We'll start up in the top left with the Board Governance framework, what you'll see is an internal
audit function, which is a very common function in Board work. It also can be resourced internally, or
it can be contracted - and it often involves an Audit Committee, and external audit committee members,
as an example.

What is being proposed here is an internal audit function, but it is the Board's responsibility to implement
that. Administration is just saying that the Functional Organization, while it doesn't impact the Board in
the budgets, you will see that we will bring forward resourcing for an internal audit function for the Board
to activate. You will see a complimentary Administration Policy and Compliance feature in in our Corp.
Counsel area and that is to internally take a look at the alignment of our policies, procedures, and
practice - and particularly Contract and Procurement compliance, as well as Grants.

Our big process areas that have risk - risk for not having policies, not having procedures and certainly
when there is variation in practice; that increases the risk in the environment. If you think about Grants,
Procurement and the related contracts that occur, those are our biggest risk areas. This compliance is
meant to be an improvement and not punitive. It's meant to strengthen our processes. It's meant to
encourage good Contract Management practices. We have the systems now - we need to align the
behaviors and the practices around Contract Management. Those are the two red call outs.

Functional Org Chart

Our Roles

A A

ADVOCATE ASSET MANAGER

A

COMMUNITY ENGA

Updaled 4/16/2021
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Trustee Ahu Isa: Point of Clarification. E kala mai Sylvia, when you're presenting this - is it my
understanding that we don't ask any questions on this until we go into Executive Session?

Pouhana Hussey: This part is public - if you want to ask about understanding why.

Trustee Ahu Isa: Yeah, | worked in Administration before, like University of Hawai‘i, our structures
are a little bit different from what you have here. You have:

e Procurement under the CFO, yet you have Records Management, which a lot has to do with
Procurement;

e Human Resources under General Counsel;

e Internal audit, create a position? How many positions? A whole new department like we did in
the DOE, we created the Internal Audit and how many positions and dollar amount, that kind of
stuff.

Do we wait until Executive Session is my question?

Pouhana Hussey: | can answer these questions, they do not require Executive Session. ['ll start with
the internal audit function.

There's a variety of ways to resource that:
e you can resource it with on staff, as DOE has chosen,
e you can resource it completely contracted, you go out for internal audit functions, and you just
contract that out.
e Often it is co-sourced; you have on staff and contracts, because you have specialized audits.

So the sourcing of that function is completely up to the Board and the Organization. The
accountabilities for the internal function reports directly to the Board. Sometimes administratively, if it
is staff, they get put with the CEO - just for HR purposes.

Pouhana Hussey: The functionality of an internal audit is a direct report to the Audit Committee of the
Board, and it is a reporting line directly to the Board. The Board would have responsibility for the
decisions around hiring, co-sourcing, outsourcing - all of that. Obviously, Administration can help in the
process, but that is a definite Board responsibility for that function.

The complementary function to your point is all aspects of Procurement, Accounting, Grants, have
Records Management aspects in them. There was an effort for us to align all our record keeping
practices. Elizabeth Love, who was our Record Specialist prior to leaving, under Corp. Counsel and
Assistant Senior Legal Counsel, Everett Ohta, had an entire project and effort to ensure that all our
record keeping was standardized - our processes, identify records, stewards, etc.

e What kinds of records are we keeping?
o Where are we keeping them?
e Are we having duplicates?

She was able to help put in a structure around records. Now, what the next phase for that is then to
align electronically; Where are those records kept? So, part of the Contract Management function that
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the Oracle Fusion project had is that on a go-forward-basis, all our contracts are going to be in one
place - all our contracts, the deliverables, and goals.

Contract Management - there needs to be an organizational capability and capacity so that everyone
is managing contracts with the best and most effective practices instead of okay, you do this here and
then | put my deliverable here, or somebody attached it to the procurement. That kind of structure is
part of work that we need to do to strengthen our internal capacity and reduce risk.

Trustee Ahu Isa: | just thought the CFO - because Contracts Management, you're dealing with many
funds. So, | would think it would be under Finance and Treasury within the records, and not under
General Counsel. It’'s just my question; the way it's structured.

Pouhana Hussey: The way it's structured is that under Corp. Counsel, they can give the general
overall policy, procedure and then help the unit's implement those procedures and those record
practices consistently. We know that everybody will have different record types. They'll have different
data types and different levels of communication on the data. We don't want emails to be the record,
we want to codify that in Contracts.

Once the contract is codified, we don't need to be keeping five different copies. Everybody keeps a
copy of the contract and then nobody keeps up with the consistent update of the contract. So those
kinds of processes are meant to be guided centrally and implemented in the unit closest to where it
occurs. The compliance process is supposed to help us see the implementation, because once we
have variation in input - imitation all over - then we increase the risk of that. Including - we can't find
the deliverables, or we can't find the contract amendment, or anything like that. It is meant to
standardize policy, procedure, and practice.

Trustee Ahu Isa: | see you have the Internal Audit under Board duties, now we're creating more tasks
for the Board of Trustees.

I'm just going to say this to the Iahui, if you're watching this, that we are taking on a lot of responsibility,
yet, the Governor has not appointed. I'm not saying we aren’t going to get a raise this year, but | think
one day to have responsibility that's full time or like the City Council, where we meet every week - which
we are - and we should have the State tell us that.

Otherwise, we create our own and we pay our own from the Trust Fund, because it's like we're begging
all the time. We're changing our whole reorganization even for the Board of Trustees - whoever is
going to run next year, or people that are thinking of it.

| just want to say this openly, that we are a different Board; we're transparent and we're taking on more
responsibility. | want that the 1ahui to know this. Mahalo Sylvia, for bringing this up.

Trustee Lee: Sylvia, | have some questions about the endowment pieces. So, we have the Land and
Commercial properties falling under the COQ’s house, and then the investments falling under the CFO’s
house.

Can you explain how those two houses are going to, or if they're going to work together?
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Because if it's going to be a true endowment, then those three pieces must work in concert or it's not
an endowment.

Pouhana Hussey: So, with that design intention in the back particularly because of the work of the
Permitted Interaction Group and working, what this is - it represents currently, as policy changes, the
policy of an endowment, then the position and the functions underneath, then we put that together.

So, for example, we are looking; in design work, you also look at what's a function to payroll, and what's
the function to contract. In that we would consider; | think we have talked about in the Permitted
Interaction Group, the function of an outsourced Chief Investment Officer.

Those concepts should come along with the T-level work that goes on because if the policy is expressed
as such, then:

e How does that policy work? ; and

e What kinds of functions do we need to be able to enable that policy?

That it is listed here is definitely the “as is” condition, but to the extent that it changes based on policy
and we implement, then we would change accordingly.
e What is best to manage and monitor the function?

Trustee Lee: So, you're saying that they're in the current houses that they're in, because that's how
we're currently structured and if-and-when we come up with an endowment policy that states otherwise,
then they may change houses to more accurately aligned to said, future policy. Is that correct?

Pouhana Hussey: Yes. Much better articulated than when | spoke.

Trustee Lee: Then my question is:
e Why s itinternal? We don't have a current policy. Well, actually, we do but | won't get into that
until we get into Executive Session.

e Why is internal audit under the Board? Because currently, we do have internal audits, and it’s
not under the Board.

Pouhana Hussey: So, for example, Internal Audit in a Publicly Traded Company - the internal audit
function, that is in the Board's reporting structure. That it reports to the Audit Committee of the Board.
Audit Committees are often composed of external Board members for the Audit Committee. That
function is also a function that was recommended in the CLA report as well.

Practically, as a business function, Internal Audit function - in that context - is a direct report to the
Board. The compliance function, which is the Administration companion piece of that - to look at all of
the deeper processes throughout the organization - is the complimentary of the Board-level Internal
Audit.

They would look at similar kinds of things, but definitely, an Internal Audit function would look at
Governance; would be much more involved in Governance. When you have a co-source model, you
have a hybrid. You will have an Internal Audit function that does Management level audits of the
programs. For example, they will do the financial; they will participate with the financial audits, and
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then the governance kinds of pieces. It is somewhat complementary, and then they overlap, but the
focus is different. Especially, on the administration, making sure that our policies, procedures, and
practices are aligned and operating not only optimally, but also consistently in terms of implementation.

Trustee Lee: So, is it Administration's intent to direct the Board of Trustees to come up with policy,
procedure, and process for an Internal Audit to have access?

The Board of Trustees has no say over the workflow functions of the organization. That all falls under
the CEO, our Administrator. If the Internal auditor is going to have a direct report to us, we can't put
the work that they need to get done within the workflow that's getting done on a daily basis by staff
because we don't have control over that; only the CEO has that.

So, is it your intention to have Trustees - to do that mountainous amount of work versus having the
Internal Auditor under our one and only employee, because that one and only employee has a direct
report to us?

Pouhana Hussey: Administration's intent of placing the Internal Audit function is to clearly delineate
that this is a Board reporting level function. Working together - Internal Audit functions always work
closely together with the Administration piece as well.

If the Board chooses to completely outsource the Internal Audit function, it's very common to outsource
the Internal Audit function. We would help to write the scope, but the selection would basically be the
Board's.

Pouhana Hussey: Implementing the Internal Audit function - the audit plans - one of the first things,
for example, Internal Audit does is a Risk Assessment of the Organization. Where in the Organization
does it pose most risk and therefore then construct audits around that area.

The same Risk Assessment that an Internal Audit function does is the same Risk Assessment that we
have already identified. Our biggest risks at this point; are Grants, Contracts, and the Procurement
process. Those three functions - pose to us risk and that's why on our side, we're going to be focusing
on that anyway. That the internal auditor agrees with that or if that's something that the Board wants
the Internal Auditor to look at something else. The Administration plans to cooperate and support that
function to the extent desired.

Trustee Lee: So, short answer is yes. That is your intent for us to come up with all of that.

Pouhana Hussey: [fit's there. If you want to put the Internal Audit function Administratively under the
CEQO, to be able to do that, and then have the Board approve - that can be structured that way as well.
So that the function is depicted in the Board, but the implementation of the function to have
Administration do that work - that's fine.

Trustee Lee: I'll yield the floor Mr. Chair.
Trustee Ahu Isa: Investment - you have it under the CFO; shouldn't that also answer to the Board of
Trustees. | feel that the Chief Investment Officer should answer to the Board, because right now we

have a situation where | cannot really talk to them, because we go through you - to talk to them. That
person should really report to the Board on a more-timely-basis, than a couple quarters later on the
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Investment strategies - instead of to the CFO. It's just a point I'm bringing up, I'm not fighting it or
complaining. Thank you.

Pouhana Hussey: | understand.

Pouhana Hussey: There’s one more slide I'd like to walk through, the Policy slide. | apologize
Trustees that this is a very busy slide, but | wanted to share the reason the sequence of activities is
coming to the Trustees.

So, we are in activity one, the Administration has designed the Reorganization. We've applied the
principles, we've projected some of the change in plans, we have projected the implementation.

Then we prepared the Budget Management policies and so now we are coming to the Trustees for
approval.

This workshop is action two - where the organization - all of that is being reviewed in anticipation of
bringing forward an Action Item and a Budget Realignment next week. So, we are in activity two, with
the Trustees taking a look at the binders, asking questions, and being advised by Counsel.

The intention is to get a direction as it relates to the reorganization, because then Administration will
need to start implementing and implementation is projected to take months to do it. As well as the
configuration of the Human Resources - is what also drives the organizational budgets.

Pouhana Hussey: We know that we have a responsibility by Chapter 10 to go out to beneficiaries
regarding our Budgets. In order to do that, we would like Budget approvals by the middle of June to
allow time for getting the Organization fiscally ready to open up with the new Budgets.

Of course, hopefully this week, or by the end of April, for sure, we will know about our General Funds.
Then giving Trustees enough time to review the Budgets, to review all the new Budget planning
construction and all of that. So that really puts us to this week in April to be able to have those
discussions because when we send out the Budgets, we often send out the Organizational Charts that
underlie, the payroll in those Budgets.

It is a sequence effort and along the line is also to take the opportunity - as Trustees are in the
Community for Board Meetings. So, we're basically looking at the month of May to share information
with Beneficiaries. Set up workshops, set up Zoom calls, to share the information, and get feedback
from Beneficiaries, and then come back to the Board in another workshop.

Comprehensively - core, non-core, all the different funds, and then have time for the Board to receive
their budget books. Then have a chance to talk with Administration about some of the nuances that
are there, or if you don't see certain things, and you thought it was going to be there. That's activity
eight, those workshops.

Last year, we had one, but we were prepared to schedule, as many as the Board felt was needed
before we bring back the Action Item for the Board. That's why if you backwards map, again, from
where Administration would like the Budget approvals, and then you backwards and map, it lands us
here because the Reorganization is such a large piece of the forward action. That is a good pause
point for Administration.
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Trustee Keola Lindsey: | just want to clarify, though, number two on this slide. It says participate in
workshop(s), plural. Are we going to have another workshop like this as we continue to digest the
reorg.?

Pouhana Hussey: That depends on you today. If you feel that you need another workshop, that's
totally up to you and that's why we put the (s) in the workshop(s).

Trustee Lee: | do.

Trustee Keola Lindsey: | second that - | think | also would like another workshop. We're issuing that
request now.

Trustee Hulu Lindsey: Yes, | think another workshop is good. This is all very new to the Trustees
and we need to understand what our Agency is going to look like. Whether our CEO makes the
decisions or not; the Trustees are responsible for the end result of the success of this. So, we need to
thoroughly understand how this reorg. affects our Agency and also how it's impacting our employees.
That’'s my mana‘o.

Pouhana Hussey: Chair Waihe‘e, we have our Counsel online. So, if the Trustees want to go into
Executive Session, we have Counsel online - ready for that discussion.
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Chair Waihe‘e: Okay, members. We have scheduled an Executive Session if that's something you
guys want to do. If you feel like you want to discuss matters that are more appropriate in an Executive
Session, we can do that.

Trustee Lee: | actually have a question for you, Chair. There are questions | have that can only be
asked in Executive Session. But given that, it seems like the sense of the Board is that we want at
least another workshop on this. I'm wondering if maybe my questions would be better held off until we
have another workshop - and the Trustees have more time to review and digest the binder. | will leave
that with the Chair and if the Chair feels that that's more appropriate, then | would be willing to forego
Executive Session for today's meeting.

Chair Waihe‘e: We could do that; we could do it now and do it again. | mean, | don't know if maybe
this committee thinks we've had a full day, or they want to put it off until the next one, that’s fine too.

Trustee Hulu Lindsey: | think we should have Executive Session now and hear each other’'s questions
so that we can move forward for the next workshop with the questions that are asked today.

VI. EXECUTIVE SESSIONt

Trustee Hulu Lindsey moves to resolve into Executive Session pursuant to HRS § 92-5(a)(4).

Trustee Akaka seconds the motion.
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Chair Waihe‘e asks if there is any discussion. There is none.

Chair Waihe‘e calls for a Roll Call Vote.

3:01 p.m.
'AE_| AOLE | KANALUA

TRUSTEE 112 ves) | (No) | (ABSTAIN) EXCUSED
LEINAALA| _ AHU ISA X
DAN| _ AHUNA X
KALEHIKINA_ __AKAKA | 2 | X
KELIl _ AKINA X
VICE-CHAIR LUANA| __ ALAPA X
BRENDON KALEI'AINA LEE X
CARMEN HULU _LINDSEY] 1 X
KEOLA| LINDSEY X
CHAIR JOHN| WAIHE'E X

TOTAL VOTE COUNT B o 0 0 0

MOTION: [ X JUNANIMOUS [ ]PASSED [ ]DEFERRED [ ]FAILED

Chair Waihe'e notes for the record that all members present vote 'AE (YES) and the MOTION
CARRIES.
The committee resolved into Executive Session at 3:01 p.m. to discuss:

VI. EXECUTIVE SESSIONt

A. WORKSHOP: Reorganization Purposes, Design, Application and Projected
Outcomes
Consultation with Board Counsel Robert G. Klein Esq. Corporate Counsel Raina
P.B. Gushiken Esq. and OHA Attorney Anna Elento-Sneed, Esq. regarding
questions and issues pertaining to the Board’s powers, duties, privileges,
immunities and liabilities related to reorganization purposes, design, application
and projected outcomes, pursuant to HRS § 92-5(a)(4).

The committee returned to Open Session at 4:44 p.m.

VII.  ANNOUNCEMENTS

Chair Waihe'e reports that the Committee met in Executive Session to discuss the Reorganization and
did not take any action.
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vil. ADJOURNMENT

Trustee Hulu Lindsey moves to adjourn the RM meeting.
Vice Chair Alapa seconds the motion.
Chair Waihe'e asks if there is any discussion. There is none.

Chair Waihe‘e calls for a ROLL CALL VOTE.

4:46 p.m.
'AE | A'OLE | KANALUA
TRUSTEE 12| (ves) | (NO) | (ABSTAIN) EXCUSED

LEINA‘ALA|  AHU ISA Departed at 4:30 p.m.

DAN AHUNA Departed at 4:06 p.m.
KALEIHIKINA|  AKAKA X
KELI'l AKINA X
VICE-CHAIR LUANA|  ALAPA| X
BRENDON KALEI‘AINA LEE X
CARMEN HULU| LINDSEY] 1 X
KEOLA LINDSEY| X
CHAIR JOHN WAIHE'E X

TOTAL VOTE COUNT e 7 0 0 2

MOTION: [ X JUNANIMOUS [ ]PASSED [ ]DEFERRED [ ]FAILED

Chair Waihe‘e adjourns the RM meeting at 4:46 p.m.
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Respectfully submitted,

Melissa Wennihan
Trustee Aide
Committee on Resource Management

As approved by the Committee on Resource Management (RM) on May 25, 2021.

Trustee John Waihe‘e, IV
Chair
Committee on Resource Management
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Committee on Resource Management

Trustee John Waihe‘e IV, A¢-Large - Chair
Trustee Luana Alapa, Moloka‘i / Lana‘i - Vice Chair
Members

Trustee Leina‘ala Ahu Isa, At-Large - .
Trustee Dan Ahuna, Kaua'i / Ni‘ihau STATE OF HAWAT'l

Trustee Kaleihikina Akaka, O‘ahu OFFICE OF HAWAIIAN AFFAIRS

Trustee Keli‘i Akina, At-Large
Trustee Brendon Kalei‘@ina Lee, At-Large
Trustee Carmen Hulu Lindsey, Maui

Trustee Keola Lindsey, Hawai‘i Island MEETING OF THE
COMMITTEE ON RESOURCE MANAGEMENT (RM)

DATE: Tuesday, May 25, 2021

TIME: 1:30 p.m.

PLACE: Virtual Meeting

Viewable at www.oha.org/livestream OR
Listen by phone: (213) 338-8477,
Webinar ID: 941 3011 4084

FAX (808) 594-1865

Due to the threat of COVID-19, Governor Ige issued the recent Emergency Nineteenth
Supplementary Proclamation dated April 9, 2021 that suspends parts of Hawai‘i Revised Statutes
Chapter 92, Public Agency Meetings and Records to, among other things, enable boards to conduct
business without any board members or members of the public physically present at the same
location.

The OHA Board of Trustees and its Standing Committees will hold virtual meetings until further
notice. The virtual meetings can be viewed and observed via livestream on OHA’s website at
www.oha.org/livestream or listen by phone: (213) 338-8477, Webinar ID: 941 3011 4084

AGENDA
I. Call to Order

II.  Public Testimony on Items Listed on the Agenda*

(Please see page 2 on how to submit written testimony or provide oral testimony online.
Oral testimony by telephone/landline will not be accepted)

III. Approval of Minutes
A. April 20,2021
B. May 11, 2021
IV. Unfinished Business — None
V. New Business

A. ACTION ITEM RM #21-06: Approval of FY21 Budget Realignment #3 —
Core (Personnel and Non-Personnel) and Non-Core Budgetst

B. Workshop:  T-Trustee Level Draft Policies related to Endowment Strategy:
Endowment Investment Policy, Spending Policy, Debt Policy; and
C-CEO Level Draft Policies related to Treasury Management

C. Workshop: Preliminary OHA Biennium Budget for the Fiscal Biennium Periods
2021-2022 (FY22) and 2022-2023 (FY23) — pre beneficiary sharing

VI. Announcements
VII. Adjournment
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STATE OF HAWAI'l
OFFICE OF HAWAIIAN AFFAIRS
560 N. NIMITZ HIGHWAY, SUITE 200
(VIRTUAL MEETING - VIA ZOOM WEBINAR)

COMMITTEE ON RESOURCE MANAGEMENT

MINUTES

May 11, 2021 1:30 p.m.

ATTENDANCE:

Chairperson John Waihe‘e, IV
Vice-Chairperson Luana Alapa
Trustee Leina‘ala Ahu Isa
Trustee Kaleihikina Akaka
Trustee Keli‘i Akina

Trustee Brendon Kalei‘aina Lee
Trustee C. Hulu Lindsey
Trustee Keola Lindsey

EXCUSED:
Trustee Dan Ahuna

LEGAL COUNSEL:
Anna Elento-Sneed, Esq.

. CALL TO ORDER

BOT STAFF:
Crayn Akina
Melissa Wennihan

ADMINISTRATION STAFF:

Sylvia Hussey, CEO / Ka Pouhana / Administrator
Casey Brown, COO / Ka Pou Nui

Daniel Santos, IT
Erin Nakama, IT

Everett Ohta, Corporation Counsel

Kai Mana Peres-David

Raina Gushiken, Corporation Counsel

Ryan Lee, Interim Investme

GUESTS:

Craig Chaikin, Segal Marco

nt Manager

Advisor

Chair Waihe‘e calls the Committee on Resource Management meeting for Tuesday, May 11, 2021 to

order at 1:30 p.m.

Chair Waihe‘e notes for the record that PRESENT are:

AT CALLTO

MEMBERS ORDER TIME ARRIVED
(1:30 p.m.)
CHAIR JOHN WAIHE'E, IV PRESENT
VICE CHAIR |LUANA ALAPA PRESENT
TRUSTEE |LEINA‘ALA AHU ISA PRESENT
TRUSTEE |KALEIHIKINA AKAKA PRESENT
TRUSTEE |KELII AKINA PRESENT
TRUSTEE BRENDON KALEI‘AINA|LEE PRESENT
TRUSTEE |CARMEN HULU LINDSEY PRESENT
TRUSTEE |KEOLA LINDSEY PRESENT

At the Call to Order, EIGHT (8) Trustees are PRESENT, thereby constituting a quorum.

RM COMMITTEE MEETING
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EXCUSED from the RM Meeting:

MEMBERS COMMENT
TRUSTEE |DAN /AHUNA MEMO RECEIVED — REQUESTING TO BE EXCUSED

Chair Waihe‘e would like the record fo show that some materials were received more recently
than 72 hours ago, and that deadline per practice has been duly waived.

II. PUBLIC TESTIMONY on Items Listed on the Agenda*

None

lll. _ APPROVAL OF MINUTES

A.  April 27, 2021

Trustee Lee moves to approve the minutes of April 27, 2021.
Trustee Ahu Isa seconds the motion.
Chair Waihe‘e asks if there is any discussion. There is none.

Chair Waihe‘e calls for a ROLL CALL VOTE.

1:43 p.m.
‘AE | AOLE | KANALUA

TRUSTEE 12| «ves) | (No) | (aBsTAIN) | EXCUSED
LEINAALA] AHUISA | 2| X
KALEIHIKINA|  AKAKA X
KELI _ AKINA X
VICE-CHAIR LUANA| __ ALAPA X
BRENDON KALEI'AINA LEE 1 X
CARMEN HULU| _ LINDSEY| X
KEOLA| _ LINDSEY X
CHAIR JOHN|  WAIHE'E X

TOTAL VOTE COUNT e s 0 0 1

MOTION: [ X JUNANIMOUS [ ]PASSED [ ]DEFERRED [ ]FAILED

Chair Waihe‘e notes for the record that all members present vote ‘AE (YES) and the MOTION
CARRIES.
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IV. UNFINISHED BUSINESS

None

V. NEW BUSINESS

A. Presentation: Office of Hawaiian Affairs, Native Hawaiian Trust Fund,
Final, Analysis of Investment Performance,
Period Ending December 31, 2020,
Segal Marco Advisors — John Marco, Senior Vice President and
Craig Chaikin, CFA, Vice President

Chair Waihe‘e turns it over to Ka Pouhana Sylvia Hussey.

Pouhana Hussey: Thank you Chair, Trustees - we have Craig Chaikin from Segal Marco, and he'll go
over the December Analysis. As some of you may remember, our portfolio has preliminary analysis,
and then it takes a quarter for all of the Private Equity information to come in and be settled, so Craig
is reviewing the December Report. He will also then review the March 31 Flash reports that are
available and of course, any questions that you may have on any of the topics.

Craig Chaikin: Thank you, I'm going to share my screen and | apologize when I'm sharing my screen,
| can only see about five faces. So, if you do have a question, or want me to stop, feel free just to start
yelling at me.

To start off here, just taking a quick look at the markets. | think we had reviewed, the preliminary results
with you in either February or March. 2020 ended very, very strongly. What's going to be kind of fun
is when we start looking at the March 315t results, that drops off the first quarter of last year, which had
very bad returns. We're actually seeing returns for some individual managers up 60, 70, 80 to 90% for
that one-year period now, because you added a very strong equity market run since really March 31st
of last year.

You see that here reflected in the numbers in the year-to-date column and the one-year columns. U.S.
equities up 20%, developed non-U.S. up about 8%, and then Emerging Markets up 18.3%.

Fixed Income had a very good year as well. Your treasuries started off the year very strong and then
as markets moved ahead, | guess I'll call it worked through the pandemic, we saw all of the other
sectors catch up.

We saw very good returns from Corporate Credit Asset Backed Securities and Mortgage Backed

Securities. Certainly, looking down here, ‘commodities’ was the biggest challenge, mostly due to
declines in energy prices or oil prices, which dominates that benchmark.
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You do see on the Real Estate side, and that is Direct Real Estate, outside of the properties that you
own you don't have a current allocation to that. Certainly, challenging last year as a lot of property
valuations were depreciated throughout a good portion of the year income remains strong,
predominantly.

Then you do see, Private Equity up about 3% and the Hedge Fund return up 10.3%. Previously we've
had some questions about some of the lagging performance that we've seen, and when you look here,
and you see the Private Equity returns - just as a group up about 3% for 2020.

You take a look at that top line World Equity up 15.9%. The way that Private Equity is benchmarked in
your portfolio is that top line, that MSCI World plus 3%. So, if you think about that the long-term
expectation for Private Equity is mid to high double-digit returns. When you have a year like last year
that's really looking to get a return of close to 19%, the only place we saw that really was straight
equities. We talked about that a little bit last time, that's causing one of the biggest lags that we have
seen in the portfolio.

I'm going to stop talking about the market through December once we get to March. [I'll catch you up a
little bit to what's going on. Certainly, happy to take any questions on that before | look at the portfolio.

Q4 2020 In Review Q4 2020 Index Returns

7 Segal Marco Advisors . 7 Segal Marco Advisors

Craig Chaikin: | see Trustee Lee shaking his head.
Trustee Lee: Craig, you're going to go over a portfolio as of year-end December?
Craig Chaikin: Yes. So, these are the year-end December results | have...

Trustee Lee: Okay. I'll leave it up to the rest of the Trustees, but for myself, | don't really care. Because
where we are in the market, this is ancient history. Right?

We have current information in front of us and that's what | care about. | probably would have cared

more about this in February, not so much in mid-May. If the rest of the Trustees want to hear your
report, then I'll leave it up to them. I'll defer to you Chair.
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Craig Chaikin: [I'll actually be very quick Trustees on this. Looking at the end of the year, we had
assets at about $428.9 million. You can see really due to market returns overweight, to equity,
underweight, to fixed income, really the biggest changes.

One of the things that | did want to point out, and it's easiest to see here is what the cash flow has
looked like. When you look back over the 10-year history, over 10 years, cash flow has been positive
to about $51 million. When you start taking a look at those 1, 3, 5 year to date numbers, you do see
negative returns.

Looking back - and there is a page in the report that I'm not going to cover, but cash flow has been
approximately negative by about $13 million a year over most in the last, | believe, three to five years.
So, we have seen that trend, it has continued somewhat. The reason | point that out is because as
you're trying to grow assets, it takes longer to grow assets when you are cash flow negative versus
cash flow positive.

¥ Segal Marco Advisors ¥ Segal Marco Advisors

Trustee Ahu Isa: Craig, | know you're talking but sorry, | agree with Trustee Lee, because we do have
a workshop after this and it's going to take quite a bit of time. Since this is a December thing, if we
could spend a little more time on the last quarter, if you have results for that.

Craig Chaikin: | just wanted to bring up the cash flow issue because it is something to think about. If
you're looking at the assets over time - it will either state flat or slightly decline because you do have to
make up the cash outflow plus some on the spending policy.

Trustee Ahu Isa: | understand, Thank you.

Craig Chaikin: The last number I'll cover is year-to-date. Last year, your portfolio ended up 10.7%.
As | mentioned there, the big lag really had to do with the Private Equity Returns.
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V. NEW BUSINESS

B. Presentation: Office of Hawaiian Affairs, Native Hawaiian Trust Fund,
Preliminary, Analysis of Investment Performance,
Period Ending March 31, 2021,
Segal Marco Advisors — John Marco, Senior Vice President and
Craig Chaikin, CFA, Vice President

Craig Chaikin: March. So, the markets continued to rally in the first quarter. The big changes that
we've seen from 2020 was that we've seen value come back in favor, and we've seen lower quality do
significantly better.

The other big change that we have seen so far in 2021 is a market increase in interest rates. What that
has meant is interest rates go up, bond prices go down. So, we have seen negative returns from fixed
income really across the board.

The only segment of the fixed income market that is in positive territory year-to-date, is high yield. You
will see that reflected when we look at results on the next page.

Market Environment — March 2021

+ Segal Marco Advisors

Craig Chaikin: We don't have April in front of you, but | will say equity markets added anywhere
between about 5% and 8% in the month of April. The trend in fixed income continued through April.

| will say May had started off pretty good until the last couple of days when due to some inflationary
concerns, some earnings pressures we've seen a pretty significant pullback, especially in technology
names. Which had done extremely well last year.

Taking a look at the last quarter, you see assets here increased about $433.3 million. Quarter to date
return 2.6% relative to the benchmark of 2.3. That lagged benchmark takes a look at the last quarter
for the MSCI World, for that Private Equity Index, since we don't yet have Private Equity Returns.

The source of outperformance was pretty good returns across the board from the underlying portfolio
holdings. You can see Global Equities outperforming by about 40 basis points on the fixed income
side, which you do see outperforming by about 1.5%. That has to do with some duration positioning
as well as the underlying holdings outperforming their respective benchmarks.
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The global rail assets benchmark, you can see the underlying holdings, real assets, natural resources,
rates. Those had pretty decent quarters, the benchmark here, again, this one actually worked in your
all's favor. The benchmark here is tips, plus 3% tips were negative for the period of the due to the
interest rate movements that | was talking about. Performance like that really helped throughout the
quarter.

I'm not going to touch on a lot of the other stuff, because we don't have final returns for everything here.

Same thing here with the Hawai‘i direct investments.

Craig Chaikin: That Real Asset Fund 6.1% returns, we saw a resurgence in commodities. That
benchmark against tips plus 3% which was somewhat challenged. Then all the Private Equity returns,
you can see pretty, much, zeros across the board, because we don't have any of those numbers yet. |
would expect some marginal enhancement to that 2.3 once all those numbers do come in.

I'll stop there and happy to take any questions.

Native Hawaiian Trust Fund
[Con

7 Segal Marco Advisors 7 Segal Marco Advisors

Chair Waihe‘e: Members, are there any questions?

Trustee Ahu Isa: | have a question about inflation. Does inflation help the banks or the financial
sector? Or do we not have to worry about it because the Feds are not going to...

Craig Chaikin: The answer on inflation is really - it depends on how much inflation there is. | think
there's a general thought that inflation itself is bad. If you're actually at zero or you're in a deflationary
environment, it actually means you are shrinking. There is a certain level of inflation that is good, the
Fed has a target of inflation at 2.5%. We haven't really seen it creep into those areas quite yet.
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Craig Chaikin: At least from my perspective, it seems like the equity and fixed markets might be a
little bit ahead of where inflationary pressures are actually coming into effect. To the comments you
made, | think the Fed probably has a pretty good handle on what they want to see and how they might
want to manipulate rates to keep inflation under control. GDP ended the first quarter up about 6.4%
but as a reminder, our economy actually shrunk by about 2.5% in 2020. We're probably on the front
end of that; seeing if there are inflationary pressures and if the market is anything — it is forward looking
and does not always get it right.

Trustee Ahu Isa: When you look at all of our investments, is there anything in there about Bitcoin or
something like a Bitcoin? Does any of our, our investments get into that?

Craig Chaikin: Not specifically, at this stage. It's possible with some of the underlying Private Equity
funds or Hedge funds — they may have small allocations to it, but | don't have that offhand in front of
me. There is no strategic allocation to cryptocurrency currently.
Trustee Ahu Isa: Do you know if most of our funds deal with global, like climate change, or is there
some way of organizing or classifying our investments into themes? When we look at it, you know what
I mean? The theme-basis instead of just looking at profit.
Craig Chaikin: The way that the report is organized is based on the investment policies, so by Global
Equity, Global Fixed income, the Hedge Fund portfolio of Private Equity. Currently, the Trust does not
have a specific ESG mandate or specific ESG goals. JP Morgan does have the ability to include funds
leaning those directions inside of their mandates. You do also have the option to add ESG options. |
guess | would call it on the margin at this stage or even moving forward.
Trustee Ahu Isa: | just the ask that, because the UH Foundation is looking at that. Thank you.
Chair Waihe‘e: Thank you. Are there any other questions, members?

There are no further questions.

Chair Waihe‘e: With that, thank you, Craig.

Craig Chaikin: Thank you all very much.
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V. NEW BUSINESS

C. Workshop: FY21 Budget Realignment #3 — Core (Personnel and Non-Personnel)
and Non-Core Budgetst

Chair Waihe‘e turns it over to Ka Pouhana Sylvia Hussey.

Pouhana Hussey: Thank you. Trustees, I'm going to pull up the PowerPoint just to give a summary
of the Budget Realignment being proposed by Administration and then leave it open for questions on
any of that.

The Budget Realignment by Budget Policy - whenever there is a need to reforecast the Budget, a
Budget Realignment is done through Budget Adjustments or smaller transfers within the parameters.
A Budget Realignment is brought to the Trustees when there are larger items to realign.

At this point, we're 10 months into the Fiscal Year so these are the reasons why we have brought a
Realignment. First is from the realignment period in June of 2020, there have been a number of action
items that the Trustees have enacted that we need to reflect in the Budgets. There have been transfers
of authorities as well as awards for grants and re-awards. So that is among the reasons we need to
bring a Budget Realignment to you.

The second is for an unbudgeted item of a Proof of Concept Resource for the Wahiawa Legacy Lands
in $150,000 of requests through the University of Hawai‘i at Manoa’s Community Design Center. That
is included in the Budget Realignment.

The third realignment is to reallocate Programmatic Sponsorships. As you recall, Board and CEO
Sponsorships are on moratorium as a result of the 2018 Action Item. These are programmatic dollars
that were approved by the Board in realignment number two, but we're not expended and therefore
have the opportunity to be re-awarded in the Budget Realignment process for Fiscal Year 2021.

It is also an opportunity to give some guidance as to Sponsorships and the Ad-hoc Committee’s work
that was discussed in last week's Policy workshop and that Administration will be working with the Ad-
hoc Committee leadership on bringing forward to the Trustees a close out report with the related
recommendations.

The reallocation and proposed items here are for a part of the realignment. The third reason is to award
additional grants for Iwi Kupuna, ‘Ohana Community and COVID-19 grants. The Iwi Kupuna grants
came forward to you already so this is recommending an additional award as well as the ‘Ohana and
Community grants are coming to you next week Tuesday.

You have already received the background information from which to review, and the actual Action
Items will be at the Joint meeting next week.

The last item is a reserve for reorganization costs. Like all reserves, it is an estimate - it is not an

authorization and so the estimates given what we know at this point is what we are asking the Trustees
to reserve.
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The actual approvals would be sought in a separate action, as well as the actual funding. Anything that
is reserved would need to come out of Fiscal Stabilization Funds by policy. In this Budget Realignment,
we're asking for a reserve pending more information on what the actual final amounts would be.

Last but not least, is a non-core alignment for the Native Hawaiian Revolving Loan Fund. The updated
budgets as approved by the Administration for Native Americans is a part of this realignment for the
Revolving Loan Fund. In highlight, those are the five major pieces of the Budget Realignment, and all
of the underlying schedules have the details to that. I'll stop here if there are any questions or if you
want to go into some of the detail schedules for any of these items.

Chair Waihe‘e: Are there any questions on this part of the presentation?

Trustee Hulu Lindsey: | just wanted to alert our CEO that the figures she has up there for
Reorganization is different than the figures in our agenda binder today.

Pouhana Hussey: That's correct. Chair Waihe‘'e and Trustees, when we sent out the initial amount
in the folders on Saturday, and then scrubbed and reviewed the numbers and provided some updated
schedules. Yes, it is different in terms of the estimates that are made. The current estimates that we
are projecting is the $1,060,000 that's in the updated schedules.

Trustee Lee: Was that in the slides that were sent out this morning?
Pouhana Hussey: The $1,000,060; yes, it was in the memo. Correct.

Trustee Keola Lindsey: The question | have is for the five purposes of the realignment. Are some of
those funds for the five purposes, carrying over from FY20 to FY21? Am | seeing that correctly?

Pouhana Hussey: To the extent that there are purchase requisitions; those are the committed and
purchase orders, which are the encumbered. To the extent that they are in place, that is already being
part of the carry over. The items that you are seeing here would be a reservation of authority to carry
over.

For example, the sponsorships would be expended before year-end, or committed before year-end.
Any of the design elements for the $150,000 would be committed in a purchase order as well. To the
extent that we are asking for this, it is to commit and therefore expend in the future year, but the budget
authority is being asked in for FY21.

Trustee Keola Lindsey: Those processes to confirm the commitments are ongoing right now?

Pouhana Hussey: Correct. Good question, as an example, any awarding of grants. This Budget
Realignment is asking for the authority, but the actual award to the specific grantee would come back
in an Action Item to the Trustees. In the Budget Realignment, you'll see an estimate of $50,000 for Iwi
Kupuna and other grants. A separate Action ltem will come forward to you as to the specific awarding
of that $50,000. The Budget Realignment is to approve the budget and then the award will come back
to you in a separate Action Item.
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Trustee Keola Lindsey: Will those Grant categories be re-solicited and then applications reviewed or
is an awardee already in place previously?

Pouhana Hussey: It would allow to fund further down. As you remember, some of the grantees we
couldn't fund 100% of what they asked for because of the constraint on the funds. This would allow for
further funding, again, based on quality scoring, and so the grants program have recommendations for
that. They also have recommendations that you will see in next week Tuesday's Action Items of moving
funds from Lana‘i allocations to Moloka‘i allocations as an example, because there were no
applications. So, you'll see that in the separate action items coming to you for Tuesday's meeting,

Trustee Lee: To follow up on what Trustee Keola Lindsey was asking. We're currently in FY2021,
correct? So those sponsorship funds, they're lapsing over from FY2020?

Pouhana Hussey: These are from FY2021.

Trustee Lee: Okay, so we already took care of 2020 back then and reallocated it and everything. We
didn't know where we would be with sponsorships for 2021. So, it was budgeted for fiscal 2021 and
not that we didn't use it, we're fiscal stabilizing by moving it so that we can encumber it before 2022.

Pouhana Hussey: Right and based on the current practice, as long as the Trustees approve the
award, that's sufficient enough to encumber. So, we don't have to contract.

Trustee Lee: That answers my question. Thank you.

Trustee Keola Lindsey: If the funds are approved to go into reserve, but they're not used - that second
action item to approve the use of the reserve doesn't happen? What happens to the funds that go into
those?

Pouhana Hussey: That specific Reorganization Reserve, we note that in the reserve - it's under the
Fiscal Stabilization Policy. So Fiscal Stabilization Policy allows for payout of previously reserved or
contingent items. So, this reserve would be noted as such, it's a reserve of Budgetary Authority, and
when the actual Action Item comes forward to be paid, or to be distributed as we know it, then we will
come back with a specific Action Item to pay that out of Fiscal Stabilization. So, the reserve is exactly
that, it's a reserve, it's not an authority to spend. It's just a reserve, and it's based on an estimate.

Trustee Keola Lindsey: Thank you.

Trustee Ahu Isa: Following up on what Trustee Keola Lindsey said. Number three, Reserve and
designate $1,060,000 for the purpose of addressing re-organization related costs. So, when you put it
in that reserve, and you don't use it, you're just doing this so that we don't lose it? Is that encumbering
it in this reserve?

Pouhana Hussey: In the Fiscal Stabilization, it's realizing that we have a known contingency for that.
At a minimum, we have all the accrued vacation that needs to be paid for any separation. That is an
obligation that we know, we don't know, what the final will be. So, the reserve is so that it is established
there, it is a known, it's the best estimate. Then when we know, then we bring it out and then we can
pay it on that reserve.
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Trustee Ahu Isa: Okay, so we still don't know what the fringes are. We have to pay for all the fringes.
Before the State used to pick it up.

Pouhana Hussey: Right. Part of the Budget FY22-23 workshops that are coming to Trustees next
week, will be the estimates of the fringe. We estimate based on 63% in the past, we are running about
53% actual. So, part of projecting into FY22-23 is managing that. We also know because we don't
receive general funds, as we did in the past for a million dollars in payroll, the related fringe for that is
something that OHA needs to pick up. So good point, Trustee that we do need to account for that
element of funding.

Trustee Ahu Isa: Okay, thank you. | just wanted to add that | don't think he will veto that bill. So,
we're still going to have more money coming in - the general fund money.

Trustee Lee: Before | add my comments - because I'm sure Sylvia is going to comment about this.
That 3 million dollars that they're going to give us Trustee Ahu Isa - was already encumbered for Fiscal
Year 2020. So, it's not like we're going to have that money to use going forward. That money - we'’re
in the hole from using that for 2020. So, it's paying us back.

Just real, quick, Sylvia. While | appreciate the detail of this workshop, and the report that we got, | don't
appreciate getting it two days before the workshop. I'm not sure about the rest of the Trustees, but |
am not a CPA nor am | an accountant. So, it takes me a while to go through this to digest it. So that |
understand. So that | come to this workshop, at least, with a base understanding of what we're going
to be talking about. So that | can ask intelligent questions.

We never used to get reports or product like this so close to a meeting. To my knowledge, the three
years that I've been a Trustee, we've been given at least two weeks to have this type of material to go
over and possibly talk with Administration or anything before we came before a Committee or the Board
for a workshop. | just wanted to add that in, and that seems to have been a theme so far this year for
2021 and | don't appreciate it.

| don't like that we're getting this two days before we're going to go over it. In my opinion it is
unacceptable. So, thank you, Mr. Chair.

Chair Waihe‘e: Thank you.

Pouhana Hussey: | agree, Trustee Lee, that is unacceptable. That is not the intent, ever, of
Administration. | also want to acknowledge that the reason it is so close is because we're trying to
figure out all of the puzzle pieces and all of the moving parts. While it is a workshop versus the actual
Action Item, your point is duly noted in terms of providing Trustees with information on critical decisions,
whether it's Reorganization, Budget, Budget Realignment - so duly noted. We agree as well.

Trustee Lee: To your point, Sylvia - that today isn’t decision making, but the intent and purpose of this
workshop is to inform us for that decision making. So, if we're coming to this workshop to inform us but
yet we don't know, then it defeats the purpose of the workshop.

Trustee Hulu Lindsey: I'd like to move that we defer Item VI. Executive Session.

RM COMMITTEE MEETING Page 12 of 17 Minutes for 05/11/2021



DRAFT
For Approval on 05/25/2021

Chair Waihe‘e: My understanding is that was in case any questions arose where we would require it.
Trustee Ahu Isa: /s that a motion?

Trustee Hulu Lindsey: Yes, it was a motion.

Trustee Ahu Isa: | second the motion.

Trustee Lee: We don't need a motion to defer going into Executive Session. If we don't move to go
into it, then we just don't go into it, but we don't need to defer Trustee Hulu Lindsey. It's not an action,
if this was an Action ltem, we would need to defer it but there is no action to go into Executive Session.

But | do have a question. Mr. Chair, about not going into Executive Session. We didn't really go over
anything on the Budget. All we were asked is if we have any questions on what we were provided, how
the funds for the sponsorships are being rolled over for Kikaniloko and Iwi Kupuna grants. There was
zero discussion about personnel and non-personnel issues. So, is Administration not going to present
anything on that for us to possibly discuss in Executive Session? Is that what Administration is doing
or not doing?

Pouhana Hussey: The workshop was just the workshop and the personnel and non-personnel was
just to illustrate that in Budget Realignment, we're realigning both personnel and non-personnel costs
at the same time. Any issues regarding Fiscal Biennium 22-23 Budgets would be in the next workshop.
We didn't intend to bring any personnel matters, other than the budgetary impacts reflecting all of the
changes, and then the reserve for the Reorganization. That was our only intent at this workshop.

Trustee Lee: Okay, so then that being said, and stop me, Sylvia, if you think this needs to be discussed
in Executive Session. | believe it was 1.6 million dollars for possible vacation payout for the for the
reorg. So, what happens if we don't go through with that?

Pouhana Hussey: So, the $1,060,000 is just the reserve that we're asking for. The decision about
how that's spent, what that's comprised of is a subsequent discussion regarding the entire
Reorganization that still needs to be brought to the Trustees, along with budget items.

Trustee Lee: Okay, | just want to because this is a big issue. So, | just want to make sure that
Administration and the Trustees are on the same page. So, because this is just a workshop, nothing
has come forward, and part of the workshop is a possibility of a 1.6 million-dollar-reserve in case we
do a reorg.

Pouhana Hussey: $1,060,000 reserve.

Trustee Lee: I'm sorry, yeah, 1.06 million - sorry.

Pouhana Hussey: It's just a reserve to be recorded. When we bring the action item, it'll be there to

do that. Any actions regarding reserves are also brought forward on separate Action Items to un-
designate and designate new reserve items. We would bring all of that together as well.
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Pouhana Hussey: To the earlier discussion from Trustee Ahu Isa, the Board approved 3 million dollars
in reserves from Fiscal Year 20. Depending on whatever happens, Administration will bring forward
recommendations for doing what is needed. So that entire discussion of reserve would be a separate
discussion as a reserve topic, and the reorganization topics still needs to be brought back to the
Trustees for the decisions that are needed.

Trustee Lee: Okay, that being said - | have another quick question that | may or may not ask right
now. So, Mr. Chair, in your opinion is the Native Hawaiian Trust, because it feeds into our budget - a
part of the privileges and liabilities and so on of the core personnel and non-personnel budgets -l have
a question about it, but | do not want to ask it in open session.

Chair Waihe‘e: Can | get some legal advice on what | should do?

Senior Legal Counsel Gushiken: Good afternoon Chair and Trustees. To the extent that Judge Klein
is not on the Zoom meeting, | can be in Executive Session. If there's a question that needs to be
addressed in Executive Session, as it relates to the Native Hawaiian Trust Fund and any Budget
Realignment issues - in the context of the Budget Realignment issues that were raised by Ka Pouhana
this afternoon. It's always better to err on the side of caution, if it will concern liabilities and
responsibilities of the Trustees with respect to the Trust. That discussion can be had in Executive
Session.

Trustee Lee: In that case Mr. Chair, | move that we go into Executive Session.
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VI. EXECUTIVE SESSIONt

Trustee Lee moves to resolve into Executive Session pursuant to HRS § 92-5(a)(4).
Trustee Keola Lindsey seconds the motion.
Chair Waihe‘e asks if there is any discussion. There is none.

Chair Waihe‘e calls for a ROLL CALL VOTE.

2:17 p.m.
'AE | A'OLE | KANALUA
TRUSTEE 1121 veEs) | (NO) | (ABSTAIN) EXCUSED
LEINA'ALA]  AHU ISA 2-X 1 - KANALUA
KALEIHIKINA|  AKAKA X
KELI'l  AKINA 2-X 1 - KANALUA
VICE-CHAIR LUANA  ALAPA 2-X 1 - KANALUA
BRENDON KALEI'AINA LEE| 1 X
CARMEN HULU _LINDSEY X
KEOLA LINDSEY| 2| X
CHAIR JOHN WAIHE'E X
TOTAL VOTE COUNT B s 0 0 1

MOTION: [ X JUNANIMOUS [ ]PASSED [ ]DEFERRED [ ]FAILED

Chair Waihe‘e notes for the record that all members present vote '‘AE (YES) and the MOTION
CARRIES.

The committee resolved into Executive Session at 2:17 p.m. to discuss:

VI. EXECUTIVE SESSIONt

A. Consultation with Board Counsel Robert G. Klein, Esq., regarding
questions and issues pertaining to the Board's powers, duties, privileges,
immunities, and liabilities related to Core (Personnel and Non-Personnel)
and Non-Core Budgets, pursuant to HRS § 92-5(a)(4).

The committee returned to Open Session at 2:30 p.m.
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VII.  ANNOUNCEMENTS

Chair Waihe‘e reports that the Committee met in Executive Session and consulted with OHA
Attorney and Corporation Counsel related to Budget.

VilIl. ADJOURNMENT

Trustee Hulu Lindsey moves to adjourn the RM meeting.
Trustee Akaka seconds the motion.
Chair Waihe‘e asks if there is any discussion. There is none.

Chair Waihe‘e calls for a ROLL CALL VOTE.

2:32 p.m.
'AE | AOLE | KANALUA

TRUSTEE 112 ves) | (No) | (ABSTAIN) EXCUSED
LEINAALA|_ AHU ISA X
KALEIHIKINA.  AKAKAl | 2 | X
KELIl _ AKINA X
VICE-CHAIR LUANA| __ ALAPA X
BRENDON KALEI'AINA LEE X
CARMEN HULU| _LINDSEY] 1 X
KEOLA| LINDSEY X
CHAIR JOHN| WAIHE'E X

TOTAL VOTE COUNT N s 0 0 1

MOTION: [ X JUNANIMOUS [ ]PASSED [ ]DEFERRED [ ]FAILED

Chair Waihe‘e adjourns the RM meeting at 2:32 p.m.
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Respectfully submitted,

Melissa Wennihan
Trustee Aide
Committee on Resource Management

As approved by the Committee on Resource Management (RM) on May 25, 2021.

Trustee John Waihe‘e, IV
Chair
Committee on Resource Management
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Trustee Luana Alapa, Moloka‘i / Lana‘i - Vice Chair
Members

Trustee Leina‘ala Ahu Isa, At-Large - .
Trustee Dan Ahuna, Kaua'i / Ni‘ihau STATE OF HAWAT'l

Trustee Kaleihikina Akaka, O‘ahu OFFICE OF HAWAIIAN AFFAIRS

Trustee Keli‘i Akina, At-Large
Trustee Brendon Kalei‘@ina Lee, At-Large
Trustee Carmen Hulu Lindsey, Maui

Trustee Keola Lindsey, Hawai‘i Island MEETING OF THE
COMMITTEE ON RESOURCE MANAGEMENT (RM)

DATE: Tuesday, May 25, 2021

TIME: 1:30 p.m.

PLACE: Virtual Meeting

Viewable at www.oha.org/livestream OR
Listen by phone: (213) 338-8477,
Webinar ID: 941 3011 4084

FAX (808) 594-1865

Due to the threat of COVID-19, Governor Ige issued the recent Emergency Nineteenth
Supplementary Proclamation dated April 9, 2021 that suspends parts of Hawai‘i Revised Statutes
Chapter 92, Public Agency Meetings and Records to, among other things, enable boards to conduct
business without any board members or members of the public physically present at the same
location.

The OHA Board of Trustees and its Standing Committees will hold virtual meetings until further
notice. The virtual meetings can be viewed and observed via livestream on OHA’s website at
www.oha.org/livestream or listen by phone: (213) 338-8477, Webinar ID: 941 3011 4084

AGENDA
I. Call to Order

II.  Public Testimony on Items Listed on the Agenda*

(Please see page 2 on how to submit written testimony or provide oral testimony online.
Oral testimony by telephone/landline will not be accepted)

III.  Approval of Minutes
A. April 20,2021
B. May 11, 2021
IV. Unfinished Business — None
V. New Business

A. ACTION ITEM RM #21-06: Approval of FY21 Budget Realignment #3 —
Core (Personnel and Non-Personnel) and Non-Core Budgets+t

B. Workshop:  T-Trustee Level Draft Policies related to Endowment Strategy:
Endowment Investment Policy, Spending Policy, Debt Policy; and
C-CEO Level Draft Policies related to Treasury Management

C. Workshop: Preliminary OHA Biennium Budget for the Fiscal Biennium Periods
2021-2022 (FY22) and 2022-2023 (FY23) — pre beneficiary sharing

VI. Announcements
VII. Adjournment
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Action Item RM #21-06: Approval of FY21 Budget Realignment #3 — Core (Personnel and
Non-Personnel) and Non-Core Budgets

L. PROPOSED ACTIONS
Administration recommends that the Board of Trustees (BOT) approve, the following actions:

A. Biennium Budget for the Fiscal Biennium Periods 2019-2020 (FY 20) and 2020-2021
(FY 21) — Realignment #3

Motion #1: Approve OHA’s Total Fiscal Budget Realignment #3 for Fiscal Biennium
Periods 2019-2020 (FY 20) and 2020-2021 (FY 21) as outlined in ATTACHMENT 1, with
the exception of the $5,000 additional event sponsorship (total $15,000) for the Prince Lot
Hula Festival, an event sponsored by the Moanalua Gardens Foundation.

Motion #2: Approve additional $5,000 event sponsorship (total $15,000) for the Prince
Lot Hula Festival, sponsored by the Moanalua Gardens Foundation.

B. Fiscal Stabilization Policy

Motion #3: Reserve and Designate! an amount of $1,060,000 in unspent, uncommitted,
unencumbered funds from FY 2021, for the purpose of addressing projected reorganization
related costs.

II. ACTIONITEM ORGANIZATION

Action Item RM #21-06 is organized in the following manner to support the above recommended
actions:

Section III — POLICY BASIS — Budget Management Policies

Section [V - BACKGROUND — Budget Realignments

Section V - FISCAL BIENNIUM 20-21 — Realignment #3 Discussion
Section VI - RECOMMENDED ACTIONS

Section VII — ALTERNATIVE ACTIONS

Section VIII - REFERENCE ACTION ITEMS, WORKSHOP MATERIALS
Section IX — ATTACHMENTS

I11. POLICY BASIS — Budget Management Policies

As recently approved by the Board of Trustees (“BOT” or “Board”), Action Item RM #21-05 -
Amendment to Executive Policy Manual Section, Budget Management Policy, April 20, 20212

A. 3045 BUDGET MANAGEMENT POLICY, 3.45.c. As the biennium budget is prepared and
authorized only once every two years, in accordance with the State’s biennium, it may be necessary
to update and make adjustments to the budget for various changes that may have occurred since

! Designate=specifically identify, plan for, reserve; Trustee authorization and approval, via Action Item, is still needed to
activate and disburse the designated or reserved funds.

2 1st Reading, BOT Meeting, April 22, 2021; 2nd Reading, BOT Meeting, April 29, 2021
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Action Item RM #21-06: Approval of FY21 Budget Realignment #3 — Core (Personnel and
Non-Personnel) and Non-Core Budgets

IV.

the budget was approved. Significant changes to the budget are made through budget
realignments. A budget realignment is generally a reforecasting of the total budget. Budget
realignments are prepared by the CEO through the CFO and presented to the BOT for approval.

B. 3046 FISCAL STABILIZATION POLICY. As defined in the new Executive Policy Manual
Section 3046 — FISCAL STABILIZATION POLICY: “Reserve” means something stored or kept
available for future use or need, money or its equivalent kept on hand or set apart usually to meet
liabilities. Reserves. The Fiscal Stabilization Fund may be used to activate previously designated
reserves.

BACKGROUND — Budget Realignments

A. Working Definitions. For budget realignment purposes, the following are working
definitions:

e “Expenditure” is when cash is disbursed or an accounting accrual is made
to recognize the obligation;

e “Committed” is when a purchase requisition is processed; and

e “Encumbrance” is when a purchase order (and relatead contract if
applicable) is completed and processed.

9% <6

The total of “expenditure”, “committed” and “encumbrance” is collectively known as (projected)
“consumption”. The aggregated, projected “consumption” is compared to the approved budget
from the previous period and the amount available for realignment is determined as noted in
“Adjustments” column immediately following column titled the Realignment #3 requests in

Q9

“Proposed Realignment #3”, referencing Tables 2 and 3 on the following pages.
B. FB20-21 Biennium Budget — June 2019

The OHA fiscal biennium (FB) budget is prepared every two years, for the ensuing two years. The
current biennium budget covers the periods from July 1, 2019 through June 30, 2020 (FY 20) and
July 1, 2020 through June 30, 2021 (FY 21) and was approved by OHA’s Board of Trustees
(“BOT” or “Board”) on June 20, 2019 via Action Item RM #19-09, OHA Biennium Budget for the
Fiscal Biennium Periods 2019-2020 (FY 20) and 2020-2021 (FY 21). By policy, the Board has
conditioned and limited Administration’s authority for granting authority and budget adjustments
to up to $25,000 and 5% of the expense category up to $100,000, respectively. Budget adjustments
in excess of the stated limitations and parameters must come to the Board for approval. The
process for internally adjusting budgets within Administration parameters is triggered by a Budget
Adjustment Request Form. The process of updating the biennium budget in excess of
Administration‘s authority is referred to internally as a “budget realignment”.

C. FB20-21 Biennium Budget, Realignment #1 — September 2019

Subsequently, on September 25, 2019 via RM #19-17: Realignment #1 of the OHA Biennium
Budget for the Fiscal Biennium Periods 2019-2020 (FY 20) and 2020-2021 (FY 21), the biennium
budget was realigned for the following key elements®: OHA’s Total Operating Budget
Realignment #1 for fiscal year 2020; Transfer of $2,000,000 in cash from the Kaka'ako Makai
cash account to the Native Hawaiian Trust Fund for use when needed in realizing OHA’s Total

3 One additional item was listed in Action Item RM #19-17 related to an expense reimbursement for a Trustee.
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Action Item RM #21-06: Approval of FY21 Budget Realignment #3 — Core (Personnel and
Non-Personnel) and Non-Core Budgets

Operating Budget Realignment #1; Designation* of $1,445,000 in unspent, unencumbered funds
(fka Fiscal Reserve) from FY 2018, for the specific purposes; and the activation of seven (7) frozen
OHA staff positions to implement the related proposed Organizational Charts dated 9/4/19 (e.g.,
systems office, grants).

D. FB20-21 Biennium Budget, Realignment #2 — June 2020

Since the September 2019 biennium budget realignment #1, several matters triggered Board action
and a subsequent need to realign FB20-21 a second time, including the following: 1) Suspension
of the Act 37 audit by the State Auditor in late December 2019; 2) Completion of fiscal year ended
June 30, 2019 financial audits in March 2020; 3) Related implications of the suspended Act 37
audit and non-receipt of approximately $3MM in FY21 General Funds appropriations; 4) 2020
OHA Legislative package and related actions up until the recess of the State Legislature in March
2020; 5) COVID-19 and the related disruptions to beneficiaries and OHA operations; 6) COVID-
19 and the impacts of the world financial markets on the Native Hawaiian Trust Fund and
commercial properties (e.g., Na Lama Kukui, Kaka'ako Makai); 7) Progress of the Board
Governance Framework projects; 8) Approval of Strategic Foundations, Directions and Strategies
for new Strategic Plan 2020-2035 and related implementation planning; 9) Action Item BOT #20-
3 Approval to Fund COVID-19 Responses, approved on May 7, 2020 in the amount of $3MM; and
10) Personnel costs, positions and vacancies. Action Item BOT #20-04° received Trustee approval
for Administration‘s budget realignment recommendations to realign FB20-21 given the above
considerations.

E. FB20-21 Biennium Budget, Realignment #3 — May 2021

The fiscal biennium (FB) budget for 2019-2020 (FY20) and 2020-2021 (FY21) was authorized
and approved by the Board® and subsequently realigned twice by separate action items’. As several
Board action items have been approved since Budget Realignment #2 (BR2) in June 2020,
Administration brings forward in this Budget Realignment #3 (BR3) action item, information
incorporating both Board approved action items (since BR2) and proposed BR3 realignments.

1. Transfer of FY20 to FY21 Budgetary Authority. Reflect the Board approved transfer and
reallocation of $2,170,000 in budgetary grant authority from FY20 for the purpose of
emergency financial assistance grants to: FY21 for the purpose of COVID-19 grants
($1,170,000); and FY21 for the purpose of ‘Ohana and Community grants ($1,000,000).

* Designate=specifically identify, plan for, reserve; Trustee authorization and approval still needed to activate the designated

or reserved funds.

5 OHA Biennium Budget for the Fiscal Biennium Periods 2019-2020 (FY20) and 2020-2021 (FY21) - Realignment #2, June

18, 2020.

¢ Action Item RM #19-09: OHA Biennium Budget for the Fiscal Periods 2019-2020 (FY20) and 2020-2021 (FY21), June

18,2019
7 Action Item RM #19-17: Realignment #1 of the OHA Biennium Budget for the Fiscal Biennium Periods 2019-2020

(FY20) and 2020-2021 (FY21), September 25, 20219 and Action Item BOT #20-04: OHA Biennium Budget for the Fiscal

Biennium Periods 2019-2020 (FY20) and 2020-2021 (FY21) — Realignment #2, June 18, 2020
8 Via Action Item BAE-RM #21-01, February 10, 2021
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Emergency Financial Assistance Re-Award. Reflect the Board approved reallocation of the:
FY20 ($8.332) and FY21 ($830,000) unspent balance of Contract #3363 in the amount of
$838.,332 for the purpose of an aggregated emergency financial assistance grant award;
Reclassified FY21 $135,000 (Board Trustees) and $70,921 (Kaiaulu) Sponsorships for a total
of $205,921 from 56560 Grants in Aid — Sponsorships to 56510 Grants in Aid — Program
Grants for the purpose of an aggregated emergency financial assistance grant award; and
Awarded, combined total of $1,044,253 to and contract with Hawai‘i Community Lending for
the purpose of an emergency financial assistance grant award.

Budget Realignment #3 Reallocations. Reallocate a projected total of $3,716,092, comprised

of $2,148,717 and $1,567,375 in projected FY21 unspent, uncommitted and unencumbered

personnel and non-personnel, respectively, as further detailed below:

a. Transfer budget authority from FY20 to FY21 for emergency financial assistance of
$2,178,332%;

b. Add grant budgetary authorization of $496,260 to enable additional awarding for Iwi
Kupuna and Reinterment, Homestead, ‘Ohana and Community and COVID-19
community program grants; and reallocate and reduce sponsorships by $18,500 to reflect
actual disbursement activity (net $477,760); and

c. Reserve!”and designate $1,060,000 for the purpose of addressing projected re-organization
related costs.

Kaka'ako Makai. Rebalance and reallocate $16,400 of funds for strategic realignment, with
no change in total expenditures.

Na Lama Kukui. Rebalance and reallocate $100,603 of funds for strategic realignment, with
no change in total expenditures.

Palauea Culture Preserve. Reflect updates in the FY 2021 Spending Limit as approved in
FY20 Realignment #2.

Wao Kele O Puna Management Fund. Reflect updates in the FY 2021 Spending Limit as
approved in FY20 Realignment #2.

Native Hawaiian Revolving Loan Fund. Reflect updates in the Native Hawaiian Revolving
Loan Fund FY20 and FY21 budgets as approved by the Administration for Native Americans.

INTENTIONALLY LEFT BLANK.

° Action Items BAE-RM #21-01, February 10, 2021 and BAE-RM #21-02, March 30, 2021

10 “Reserve” means something stored or kept available for future use or need, money or its equivalent kept on hand or set
apart usually to meet liabilities; Fiscal Stabilization Policy, SECTION II - DEFINITIONS
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V. FISCAL BIENNIUM 20-21 — Realignment #3 - Discussion

DISCUSSION PAGE

A. OHA'’s Budget, Available Funds and OHA’s Spending Limit................. 7

B. Total Operating Budget Adjustments — FY2020, FY2021..................... 14
C. Core Operating Budget Adjustments —FY2021........cc.oocooviiiiiinn... 18
1. Core Personnel Budget Adjustments...............ccoovineiniene. 21

2. Core Non-Personnel Budget Adjustments.......................ouene. 22

D. Commercial Property Budget Adjustments — FY2021................oooiei 23
1. Kaka'ako Makai..........ooooiiiii 23
2.NaLama Kukui.........ooooiii e 24

E. Legacy Property Budget Adjustments — FY2021.........cccooiiiiiiiiiin... 25
1. Palauea Culture Preserve............oooieiiiiiiiiiiiiiieeae 25

2. Wahiawa Lands, Kukaniloko...........ccoooiiiiiiiii i 25

3. Wao Kele O Puna Management Fund ... 26

F. Other OHA Programs Budget Adjustments - FY2021......................... 27
1. Federal-funded.............oooiiiii 27

R O 11 TS 4P 28

G. Chief Financial Officer Certification........... .....oviiiiiiiiiiiiieeeienceieee 28

INTENTIONALLY LEFT BLANK.
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Non-Personnel) and Non-Core Budgets

A. OHA’s Budget, Available Funds and OHA’s Spending Limit

An appropriation is an authorization granted by the OHA Board of Trustees or Hawai‘i State
Legislature permitting the agency, within established fiscal and budgetary controls, to incur
obligations and to make expenditures for specific purposes. An appropriation is usually limited
in amount and period of time during which it may be expended. The sources of funding available
for spending include the following appropriations detailed in Table 1 below:

Table 1: Sources of Funding

. Appropriation

Description Number
General Fund appropriations drawn from the State of 100
Hawai‘i
Public Land Trust Revenues (PLT) received annually 901
from various State Agencies conducting business on PLT
lands
Matching Fund appropriations by the State of Hawai‘i but 910

Core Operating

drawn from the Native Hawaiian Trust Fund (NHTF)
Budget

A portion of the NHTF, and also includes revenues 930
received from 1) past-due settlements dividend and
interest earnings received thereon, 2) twenty (20) percent
of gross estimated lease and other revenues generated
from OHA-owned Kaka'ako Makai (KM) parcels
allocated for grants, and 3) fifty (50) percent of KM’s net
income allocated for OHA’s Land Legacy Program!!

One-time cash transfer from Kaka'ako Makai (KM) 930

Core Operating Revenues generated from OHA-owned parcels to the

Budget Native Hawaiian Trust Fund
Fiscal Appropriations authorized from the NHTF by OHA’s 935
Stabilization | BOT up to a maximum of $3 million annually pursuant to
Authorizations | the Fiscal Stabilization Policy'?
Commercial | Kaka'ako Makai (KM) Revenues generated from OHA- 938
Property owned parcels

1 Per BOT approved Action Item RM #19-10, Approval of a second amendment to BOT #12-05 — Kaka'ako Makai properties
to the Land Legacy Program, dated August 21, 2019.

12 Per BOT approved Action Item RM #19-16 Action Regarding a Fiscal Stabilization Policy including Withdrawal
Guidelines and the related Elimination of the Fiscal Reserve Withdrawal Guidelines contained within the Native Hawaiian
Trust Fund Spending Policy on September 4, 2019.
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. Appropriation
Description Number
Na Lama Kukui (NLK) Revenues generated from its 939
investment (formerly known as Gentry Pacific Design
Center)
Palauea Cultural Preserve — includes a percentage of all 310
home sales within the development
Legacy Property Wao Kele O Puna Management Fund — includes 315
previously-authorized Board appropriations for current
and future programmatic needs
Other OHA Federal-fund appropriations for the He'}lawa Luluku 200
P Interpretive Development (HLID) Project
rograms
Budget — L . .
Federal Federal-fund appropriations for the Native Hawaiian 202
caera Revolving Loan Fund (NHRLF) Program
Hawaiian Projects — includes funds collected from Ka 320
Other OHA Wai Ola advertisement sales and other miscellaneous
income
Programs
Budget — Other Repayments from the OHA-DHHL Homesteader Loan 902
Program

OHA'’s biennium budget is comprised of all five Sources of Funding as summarized in Table 2
below, and is discussed herein, to include the following:

Core Operating Budget
Fiscal Stabilization Fund
Commercial Property Budget
Legacy Properties Budget

Nk W=

Other OHA Programs Budget, fka Special Programs, renamed to avoid confusion with
State of Hawai‘i Special Fund'®.

13 Action Item RM #21-02 Approval to Close Native Hawaiian Rights Fund (Special Fund S-331-z1), March 23, 2021
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Non-Personnel) and Non-Core Budgets

Table 2: Spending Limit and Adjustments for OHA’s FY 2020 Total Operating Budget

FY 2020
Funding Sources Approved Approved Approved Proposed .
Budget Realignment #1 Realignment #2 Realignment #3 ARG L)
(a) (b) (c) (d) (©)=(d-¢)

1. Core Operating Budget

5% of NHTF Portfolio $17,692,555 $17,692,555 $17,692,555 $17,692,555 0
Public Land Trust Revenues 15,100,000 15,100,000 15,100,000 15,100,000 0
Eiﬁig:f Hawai'i General 3,037,879 3,037,879 3,037,879 3,037,879 0
Allocation of Kaka'ako
Makai (KM) Revenues 1,435,610 1,866,436 2,488,155 2,488,155 0
Made up of...

...20% Kaka'ako Makai Gross
Revenue (Grant Use) 430,826 861,652 861,652 861,652 0
...Ka'akao Makai True-up of 10%
Allocation for FY13-FY 18 (Grants 72,206 72,206 72,206 72,206 0
Use)
o0 Kaakao Makai FYT9 Net 932,578 932,578 1,554,297 1,554,297 0

evenue (Legacy Use)

Sub-total - Allocation KM Revenues 1,435,610 1,866,436 2,488,155 2,488,155 0
f/f‘;l?aiTra“Sfer from Kaka'ako 0 2,000,000 | 2,000,000 2,000,000 0
Sub-total - Core Operating: | $37,266,044 $39,696,870 | $40,318,589 $40,318,589 $0
2. Fiscal Stabilization Fund (FSF)
FY 2020 Designation $0 $1,445,000 $0 $0 $0 [A]

Sub-total — FSF: $0 $1,445,000 $0 $0 $0

unencumbered funds.

[A] FY2020 Designation is updated to reflect Action Item BOT #20-04, Motion #1: Un-designate $1,445,000 in unspent,

3. Commercial Property Budget

Kaka'ako Makai $10,878,315 $10,878,315 $9,815,035 $9,815,035 $0
N& Lama Kukui 7,909,481 7,312,817 7,312,817 7,312,817 0
Sub-total — Commercial: | $18,787,796 $18,191,132 | $17,127,852 $17,127,852 $0
4. Legacy Properties Budget
Palauea Culture Preserve $419.339 $419,339 $419.339 $419,339 $0
Wao Kele O Puna 460,918 460,918 460,918 460,918 $0
Management Fund
Sub-total -Legacy Lands: $880,257 $880,257 $880,257 $880,257 $0
5. Other OHA Programs Budget
Federal-funded
Halawa-Luluku Interpretive | ¢4 499 349 | $4.009.249 |  $4,099,249 |  $4,099,249 80
Development
Native Hawaiian Revolving 902,005 902,005 902,005 1029891 | 127,886 | [B]
Loan Fund
Sub-total -Federal: $5,001,254 $5,001,254 $5,001,254 $5,129,140 $127,886
[B] To reflect updates in the Native Hawaiian Revolving Loan Fund (NHRLF) FY2020 budget as approved by the
Administration for Native Americans (ANA).
Others 367,862 367,862 367,862 367,862 0
Sub-total — Other OHA: $5,369,116 $5,369,116 $5,369,116 $5,497,002 $127,886
Total Spending Limit: | $62,303,213 | $65,582,375 | $63,695,814 | $63,823,700 | $127,886
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Non-Personnel) and Non-Core Budgets

Table 3: Spending Limit and Adjustments for OHA’s FY 2021 Total Operating Budget

FY 2021
Funding Sources
© Chutget | Realgnment#1 | Reahpnmenti2 | Realignmentss | Adiustments | FN
(2) (b) (c) (d) (e=(d-¢)
1. Core Operating Budget
a. 5% of NHTF Portfolio $17,886,701 $17,886,701 $17,886,701 $17,886,701 $0
Eefv";ﬁﬂ:smnd Trust 15,100,000 | 15,100,000 | 15,100,000 | 15,100,000 0
b iﬁ‘ste of Hawai'i General 3,037,879 3,037,879 0 0 0
ﬁ;[ﬁ(g?g‘eti‘;‘;gefsl(aka ako 1,584,327 1,584,327 2,398,735 2,398,735 0
Made up of... 0
ggé?ﬁfé‘::fggakai Gross 839,657 839,657 883,804 883,804 0
@) 50% I?f:;‘;fy%‘;g“ FY19 Net 744,670 744,670 1,514,931 1,514,931 0
Sub-total - Allocation KM Revenues 1,584,327 1,584,327 2,398,735 2,398,735 0
Sub-total - Core Operating: $37,608,907 $37,608,907 $35,385,436 $35,385,436 $0
2. Fiscal Stabilization Fund (FSF)
FY20 Designation $0 $0 $3,000,000 $3,000,000 $0
FY21 Designation $0 $0 1,000,000 1,000,000 0
Sub-total — FSF: $0 $0 $4,000,000 $4,000,000 $0
3. Commercial Property Budget
Kaka'ako Makai $11,159,058 $11,159,058 $8,307,818 $8,307,818 $0
Ni Lama Kukui 7,357,095 7,357,095 6,663,791 6,663,791 0
Sub-total —- Commercial: | $18,516,153 | $18,516,153 | $14,971,609 | $14,971,609 $0
4. Legacy Properties Budget
P [A], Table
alauea Culture Preserve $324,529 $324,529 $349,529 $349,529 $0 14
Wao Kele O Puna 204,308 204,308 300,388 300,388 o | [Al Table
Management Fund 15

[A] The Spending Limit is updated to include the carryover of FY 20 unspent budget as approved in FY20 Realignment 2

Sub-total -Legacy Lands: | $528,837 | $528,837 | $649,917 | $649,917 | $0 |
5. Other OHA Programs Budget
Federal-funded
}Dlzgevlvjp;‘;ﬁk“ Interpretive $428,199 $428,199 |  $3372,943 |  $3,372,943 $0
Native Hawaiian Revolvin B
Loan Fund & 919,030 919,030 919,030 1,113,485 194,455 Tal[)le] 16
[B] To reflect updates in the Native Hawaiian Revolving Loan Fund (NHRLF) FY2021 budget as approved by the
Administration for Native Americans (ANA).
Sub-total -Federal: $1,347,229 $1,347,229 $4,291,973 $4,486,428 | $194,455

Others 195,000 195,000 195,000 195,000 0

Sub-total — Other OHA: $1,542,229 $1,542,229 $4,486,973 $4,681,428 $194,455

Total Spending Limit: | $58,196,126 | $58,196,126 | $59,493,935 | $59,688,390 | $194,455
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Al. Core Budget: Reflects the primary budget consisting of three budget types: operating, project
and capital budgets. Operating budget consists of payroll, operations, and program expenditures.
A project budget is made up of planned expenditures for particular deliverables having a
beginning, middle and end for a duration of 1 to 2-year period (e.g., professional services, other
contractors, software, or hardware). Capital budget consists of significant expenditures to acquire,
construct or maintain land, buildings, structures and equipment for the duration of 3 or more years.
Core budget includes the following four (4) funding sources:

>

Withdrawals from the Native Hawaiian Trust Fund (NHTF) are limited by the Native
Hawaiian Trust Fund Spending Policy. This policy limits the withdrawal to five (5) percent
of the NHTF’s twenty-quarter (20-quarter) rolling average market value, as defined, to
ensure that resources held within the trust are available for future spending.

Public Land Trust (PLT) Revenues are received from the State of Hawai‘i and have been
set at $15,100,000 (Act 178, SLH 2006) per year, until further legislative action.

Kaka‘ako Makai (KM) Revenues are allocated to OHA’s Core Budget for grant funding
and OHA’s FY 20 FY 21 Legacy Property management funding. The Board approved
allocation of twenty (20)'* percent of gross revenue for grant funding and fifty (50) percent
of FY 18 and FY 19 net income to OHA’s FY 20 FY 21 Legacy Land Program.

Kaka‘ako Makai (KM) Cash with a one-time cash transfer from the Kaka'ako Makai cash
account to the Native Hawaiian Trust Fund for OHA’s Core Budget to be used in FY 20
fiscal period.

State of Hawai‘i General Fund appropriations are determined by the legislature during
each Biennium. The State Legislature passed as Act 037(19) an appropriation of
$3,037,879 annually for FY 20 and FY 21'°. To date the State of Hawaii has not released
the FY2021 appropriation as it was conditioned by the completion of an Act 37 financial
and management audit; and was subsequently suspended by the State Auditor in December
2019. As a result of the suspended audit, the Board authorized the use of the Fiscal
Stabilization Fund in the amount of $3,000,000 (via BR2) to mitigate the conditioned FY21
appropriation.

HB204 SD2 CD1, OHA's Budget Bill for the FY22 and FY23 period, from the 2021
Legislative session, contains $2,054.,400 in education, social services, legal and housing
provisos plus an additional $200,000, for fiscal year 2021-2022 to conduct or contract for
a follow-up contract and disbursement review of the CLA — OHA & LLCs Contract and
Disbursement Review — Report, dated December 4, 2019 (“CLA Report); and includes the

4 The proposed Kaka'ako Makai policy with the two noted changes (e.g., 10% to 20% for grants, 30% to 50% for Land
Legacy) was approved by the Board via Action Item RM #19-10 Approval of a second amendment to BOT #12-05 —
Kaka‘ako Makai Policy relating to the allocation of revenue from OHA’s Kaka‘ako Makai properties to the Land Legacy
Program dated August 21, 2019.

15 The FY21 General Fund appropriation is conditioned by an Act 37 audit that was suspended by the State Auditor in

December 2019.
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substitution of the CLA Report with the Act 37 financial and management audit. On April
21, 2021, prior to the end of the 2021 Legislative session, the State Auditor terminated the
Act 37 audit. HB204 SD2 CD1 awaits the Governor‘s action and the amounts noted above
are being incorporated into the drafting of the FB22-23 budget.

Should there be any change to the general fund appropriations and any related conditions,
Administration will bring forward appropriate action recommendations for the BOT.

A2. Commercial Property: Reflects the revenues generated on OHA-owned commercial property
lands, Kaka‘ako Makai and Na Lama Kukui properties, and is summarized as follows:

» Kaka‘ako Makai (KM) Revenues are currently estimated at $4,308.255 for FY 20 and
$4,419,016 for FY 21 from lease revenues. Twenty (20) percent of gross revenue is
allocated to OHA's FY 20 and FY 21 Core Budget for grant funding and fifty (50) percent
of FY18 and FY19 net income to OHA’s FY 20 FY 21 Legacy Land Program.

Table 4: Available Funds for OHA’s FY 2020 & FY 2021 for Grants and Legacy Land Program

Approved Realignment | Proposed Realignment

Kaka‘ako Makai Approved Budget ) 43 Adjustments
Allocation FY 20 FY 21 FY 20 FY 21 FY 20 FY 21 FY20 FY21
(7= 8)=
) @) 3) “ ) ©) &0 | 6.0
20% of Gross
Revenue for $861,652 | $839,657 | $861,652 | $883,804 | $861,652 | $883,804 $0 $0
Grant Funding
50% of FY 18
FY19 NetIncome | o35 570 | 744670 | 1554207 | 1514931 | 1554297 | 1.514.931 0 0
for Legacy Land
Program
Total | $1,794,230 | $1,584,327 | $2,415,949 | $2,398,735 | $2,415,949 | $2,398,735 $0 $0

» Na Lama Kukui (NLK) Revenues are from lease revenues. Realized surplus is retained
for remaining debt service payments incurred from the purchase of the property and its

Honolulu office build-out.
A3. Legacy Property: Reflects the funds designated for use on specific legacy property.
» Palauea Cultural Preserve Revenues are derived from the sale of homes in an affluent
area on Maui. The .05% of each sale has been deposited into an account for which the

funds are to be used for the upkeep and long-term stewardship of this historical site.

» Wao Kele O Puna Management Fund balances consist of previously authorized Board
appropriations for current and future programmatic needs.
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Ad4. Other OHA Programs Budget!¢

1. Other OHA Programs Budget - Federal: Reflects the basic operating budget consisting
of payroll, operations, and program expenditures for Federally funded OHA Projects &
Programs. The amount of federal funding available each year for these Programs is based
on budgets submitted by OHA and approved by the respective grantors.

Funding Sources:
» Halawa Liuluku Interpretive Development (HLID) Project
» Native Hawaiian Revolving Loan Fund (NHRLF) Program

2. Other OHA Programs Budget - Others: Reflects other OHA programs funded through
other sources of income. These amounts are considered other OHA program income and
not part of the NHTF. Expenditure of these funds is authorized through BOT approval of
the Other OHA Programs Budget. As of May 2021, the approximate available funds for
FY 2021, for Other OHA Programs Budget appropriations, are summarized in Table 5
below.

Funding Sources:

» Hawaiian Projects
v" Ka Wai Ola advertisement sales
v" Other miscellaneous income

» Homesteader Loan Program
v Repayments received for the OHA-DHHL Homesteader Loan Program

Table 5: Available Funds for OHA’s FY 2020 & FY 2021
Other OHA Programs Budget—Others

Funding Sources

Beginning Balance $129,031 $142,862 $0
Hawaiian Projects 76,205 75,000 75,000
Homesteader Loan Program 187,626 150,000 120,000
Sub-total Available Funds: $392,862 $367,862 $195,000

BOT-Approved Appropriations -250,000 0
Proposed Appropriations 0 -367,862 -195,000
Estimated Net Available Funds: $142,862 $0 $0

16 Action Item RM #21-02 Approval to Close Native Hawaiian Rights Fund (Special Fund S-331-z1), March 23, 2021
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Action Item RM #21-06: Approval of FY21 Budget Realignment #3 — Core (Personnel and
Non-Personnel) and Non-Core Budgets

B. Total Operating Budget Adjustments — FY2020, FY2021

B1. FY2020. The following sections outline and provide explanation on the major
adjustments (increases/decreases) to the budget as a result of this realignment. Proposed
adjustments to OHA’s FY 2020 Total Budget are outlined in Table 6 below:

Table 6: FY 2020 Approved Total Operating Budget and Realignments

FY 2020
Total Operating Budget Approved Approved Proposed . Ref
AT E Realignment #1 Realignment #2 | Realignment #3 SUILSETEnE Page(s)
(a) (b) (c) (d) (©)=(d-¢
1. Core Operating Budget
Personnel (including Fringe) $16,905,440 $16,933,809 | $15,699,730 | $15,699,730 $0
Non-Personnel 20,360,603 22,401,774 23,710,853 21,532,191 ($2,178,662) | p. 15
Sub-total — Core Operating: $37,266,043 $39,335,583 $39,410,583 $37,231,921 ($2,178,662)
2. Fiscal Stabilization Fund
FY 2020 Designation 0 1,445,000 0 0 0
Sub-total — Fiscal
Stabilization Fund: 50 $1,445,000 50 50 50
3. Commercial Property Budget
Kaka'ako Makai $2,553,946 $2.261,175 $2.261,175 $2,261,175 $0
Ni& Lama Kukui 5,853,411 5,950,051 5,950,051 $5,950,051 0
Sub-total - Commercial | g 4o 357 | §8211,226 | $8,211,226 |  $8,211,226 $0
Property:
5. Legacy Properties Budget
Palauea Culture Preserve $160,380 $160,380 $160,380 $135,380 ($25,000)
Wao Kele O Puna 256,610 256,610 256,610 256,610 0
Management Fund
Sub-total - Legacy $416,990 $416,990 $416,990 $391,990 ($25,000)
Properties:
5. Other OHA Programs Budget
Federal-Funded
Halawa Luluku Interpretive $4,009249 | $4,009249 |  $4,099249 |  $4,099,249 50
Development
Native Hawaiian Revolving 902,005 902,005 902,005 1,029,891 127,886 | p. 16
Loan Fund
Sub-total - Federal | - g500; 254 | §5001,254 |  $5,001,254 |  $5,129,140 $127,886
Programs:
Others
Hi‘ilei Aloha & Subsidiaries $292,862 $405,000 $327,000 $327,000 $0
Ho‘okele Pono & Subsidiaries 75,000 88,000 166,000 166,000 0
Sub-total — Others: $367,862 $493,000 $493,000 $493,000 $0
Sub-total - Other OHA | ¢339 116 | 5404254 |  $5,494254 |  $5,622,140 $127,886
Programs:
Total Operating Budget: | $51,459,506 | $54,903,053 | $53,533,053 | $51,457,277 | ($2,075,776)
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Action Item RM #21-06: Approval of FY21 Budget Realignment #3 — Core (Personnel and
Non-Personnel) and Non-Core Budgets

B2. FY20 Core Operating Budget Adjustments.

The core operating budget adjustments reflected in Table 7a and due to transferring of
$2,170,000 in FY20 Emergency Financial Assistance Program budgetary authority to
FY21; and $8,662 in FY20 unspent, uncommitted and unencumbered from Contract

#3363.

Table 7a: FY 2020 Approved Budget and Realignments Core Budget Comparisons

FY 2020
Core. sl Approved Approved Pr(?posed ‘
Operating Core Budget Realignment Realignment Realignment Adjustments
Budget #1 #2 #3

(@) (b) (c) (d ©=(d-¢)
Efﬁggnel & $16,905440 |  $16,933,809 |  $15.699,730 |  $15,699,730 $0
Program 1,351,878 1,484,603 1,128,778 1,128,778 0
Contracts 4,296,719 5,988,759 5,506,759 5,506,759 0
Grants 9,660,921 9,660,921 12,189,862 10,011,200 (2,178,662)
Travel 511,087 571,667 433,667 433,667 0
Equipment 995,570 1,068,820 1,202,824 1,202,824 0
Overhead 2,964,382 3,046,958 2,668,917 2,668,917 0
Debt Service 580,047 580,047 580,047 580,047 0
Totals: $37,266,043 $39,335,583 $39,410,583 $37,231,921 ($2,178,662)

15|Page

INTENTIONALLY LEFT BLANK




Action Item RM #21-06: Approval of FY21 Budget Realignment #3 — Core (Personnel and
Non-Personnel) and Non-Core Budgets

B3. FY20 Non-Core Operating Budget Adjustment

The non-core operating budget adjustments reflected in Table 7b to reflect updates in the
Native Hawaiian Revolving Loan Fund (NHRLF) FY2020 budget as approved by the
Administration for Native Americans (ANA). There are no other changes to the non-core
operating budget.

Table 7b: FY 2020 Approved Budget and Realignments Non-core Budget Comparisons

FY 2020
Other OHA Programs L] Approved Approved Proposed
- Federal Realignment Realignment Realignment Adjustments FN
Budget #1 ) #3
HLID Project
Personnel & Fringe $312,472 $312,472 $312,472 $312,472 $0
Program 8,200 8,200 8,200 8,200 0
Contracts 3,740,927 3,740,927 3,740,927 3,740,927 0
Grants 0 0 0 0 0
Travel 0 0 0 0 0
Equipment 1,250 1,250 1,250 1,250 0
Overhead 36,400 36,400 36,400 36,400 0
Debt Service 0 0 0 0 0
Sub-total HLID: $4,099,249 $4,099,249 $4,099,249 $4,099,249 $0
NHRLF Program
Personnel & Fringe $451,776 $451,776 $451,776 $571,468 $119,692
Program 100,817 100,817 100,817 89,675 (11,142)
Contracts 273,288 273,288 273,288 291,626 18,338
Grants 0 0 0 0 0
Travel 37,045 37,045 37,045 31,430 (5,615)
Equipment 2,500 2,500 2,500 2,500 0
Overhead 36,579 36,579 36,579 43,192 6,613
Debt Service 0 0 0 0 0
Sub-total NHRLF: $902,005 $902,005 $902,005 $1,029,891 $127,886 | [A]

[A] — To reflect updates in the Native Hawaiian Revolving Loan Fund (NHRLF) FY2020 budget as approved by the
Administration for Native Americans (ANA).

PTOta' Other OHA | g5 401,254 $5,001,254 $5,001,254 $5,129,140 $127,886

rograms - Federal
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Action Item RM #21-06: Approval of FY21 Budget Realignment #3 — Core (Personnel and
Non-Personnel) and Non-Core Budgets

B4. FY2021.

adjustments to OHA’s FY 2021 Total Budget are outlined in Table 8.

Table 8: FY 2021 Approved Total Operating Budget and Realignments

The following sections outline and provide explanation on the major
adjustments (increases/decreases) to the budget as a result of this realignment. Proposed

FY 2021
Total Operating Budget Approved Approved Approved Proposed Adiustment Ref
Budget Realignment #1 | Realignment #2 | Realignment #3 Justments Page(s)
(a) (b) (c) (d) (e)=(d-¢)
1. Core Operating Budget'’
Personnel (includes Fringe
@ 63.08%) $17,136,197 | $17,136,197 | $16,029,911 $13,881,194 | ($2,148,717) | p.21
Non-Personnel 20,074,586 20,074,586 23,309,604 | $24,398,321 1,088,717 | p.22
Sub-total — Core
u Operating: $37,210,783 | $37,210,783 | $39,339,515 | $38,279,515 | ($1,060,000)
2. Commercial Property Budget
Kaka'ako Makai $2.600,704 $2.600,704 $2,607,088 $2,607,088 $0 | p.23
Ni Lama Kukui 5,506,460 5,506,460 5,848,644 5,848,644 0| p.24
Sub-total — Commercial | g0 107 164 | $8107,164 | $8,455732 | $8,455,732 $0
Property:
3. Legacy Properties Budget
Palauea Culture Preserve $122,180 $122,180 $89,730 $89,730 $0 | p.25
Wao Kele O Puna 204,308 204,308 250,510 250,510 0| p.26
Management Fund
Sub-total — Legacy Lands: $326,488 $326,488 $340,240 $340,240 $0
4. Other OHA Programs Budget
Federal-Funded
Halawa Luluku Interpretive $428,199 |  $428,199 | $3,372,043 |  $3,372,943 $0
Development
Native Hawaiian Revolving 919,030 919,030 919,030 | 1,113,484 194454 | p.27
Loan Fund
Sub-total — Federal: $1,347,229 $1,347,229 $4,291,973 $4,486,427 $194,454
Others
Hi‘ilei Aloha & Subsidiaries $195,000 $195,000 $134,000 $134,000 $0
Ho“okele Pono & 0 0 61,000 61,000 0
Subsidiaries
Sub-total — Others: $195,000 $195,000 $195,000 $195,000 $0
Sub-total - Other OHA | ¢, 515 709 | $1,542220 |  $4,486,973 | $4,681,428 |  $194,454
Programs:
Total Operating Budget: | $47,186,664 | $47,186,664 | $52,622,460 | $51,756,914 | ($865,546)

17 Core Operating Budget figures reflect support from the Fiscal Stabilization Fund.
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Action Item RM #21-06: Approval of FY21 Budget Realignment #3 — Core (Personnel and
Non-Personnel) and Non-Core Budgets

C. Core Operating Budget Adjustments — FY2021

The Core Budget (CB) consists of payroll, operations, and program expenditures. The proposed
adjustments are outlined in Tables 9a, 9b, 9¢ and 9d, and reflect projections for FY 2021.
e FY 2021 has a projected total of $3,716,092, of unspent, uncommitted, and unencumbered
amounts, classified as personnel and non-personnel, $2,148,717 and $1,567,375, respectively
(Tables 9a, 9b and 9d).
e Grants and sponsorships in the proposed Realignment #3 (Table 9¢ and ATTACHMENT 4)
increased to $14.,444,592, net adjustments of +$2,656,092.
e A net decrease of (-$1,060,000) in expenditures as compared to figures in Approved
Realignment #2, which is proposed in BR3 as a reserve for reorganization related costs.

Table 9a: Core Budget FY 2021 Proposed Realignment #3 Adjustments Summary

FY 2021
Core A d | Approved | Proposed
Operating Approved pprove pprove ropose . Ref
Budget Realignment | Realignment | Realignment | Adjustments
g Budget Page(s)
#1 #2 #3
(a) (b) (c) (d) (e=(d-o¢)
Personnel $17,136,197 $16,029,911 | $16,029,911 $13,881,194 | ($2,148,717) | p.21
Non-Personnel 20,074,586 20,400,526 23,309,604 24,398,321 1,088,717 | Table 9b
Totals: $37,210,783 $36,430,437 | $39,339,515 $38,279,515 | ($1,060,000)
Table 9b: Core Operating Budget (Non-Personnel )
FY 2021 Proposed Realignment #3 Adjustments Summary
FY 2021
Core Operating Budget — | Approved Apl?roved Ap[froved Pro.posed . Ref
Non-Personnel Budget Realignmen | Realignmen | Realignmen | Adjustments Page(s)
t#1 t#2 t#3
(a) (b) (c) (d) (e)=(d-c)
Grants and Sponsorships $9,635,921 $9,635,921 | $11,788,500 | $14,444,592 $2,656,092 Table 9¢
Other than Grants:
Contracts 3,999,924 3,999,924 5,003,918 4,402,735 (601,183)
Debt Service 572,163 572,163 572,163 548,637 (23,526)
Equipment 1,027,036 1,027,036 1,016,286 1,015,114 (1,172)
Overhead 3,134,555 3,134,555 3,215,155 3,073,374 (141,781)
Program 1,192,677 1,192,677 1,127,811 795,677 (332,134)
Travel 512,309 512,309 585,771 118,192 (467,579)
P Ol enthey $10.438,66 | 10438664 | S11,521,104 | $9,953,729 | (51,567,375)
Grants 4
Totas: | S2%0745% | 520,074,585 | $23,309.604 | 524,398,321 | $1,088,717 | Table %
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Action Item RM #21-06: Approval of FY21 Budget Realignment #3 — Core (Personnel and
Non-Personnel) and Non-Core Budgets

The sections following outline and provide explanation of the major adjustments (increases/decreases) to
the CB in Table 9¢ because of this realignment.

Table 9¢: Core Budget FY 2021 Proposed Realignment #3 Adjustments Summary
Non-Personnel - Grants and Sponsorships. Refer to details in ATTACHMENT 4.

FY 2021
Core Operating Budget Approved Approved BAE-RM Pr(?posed
Approved . . . Realignment
— Non-Personnel Realignment | Realignment Action . .
Budget #3 Ending | Adjustments
Grants #1 #2 Items
Bal
(a) (b) (c) (d (©=d-9
Grants and $9,635,921 |  $9,635,921 | $11,788,500 $14,444,592 | $2,656,092
Sponsorships
56510 GRANTS IN AID $830,000 $214,253 $1,044,253 $214,253
— Program Grants
56330 GRA.NTS IN AID $5,094,079 | $1,000,000 $6,482,356 $1,388,277
— Community Grants
56540 GRANTS IN AID
_ Level I Grants $5,500,000 | $1,170,000 $6,777,983 $1,277,983
56560 GRANTS INAID $364,421 (205,921) $140,000 ($224,421)
— Sponsorships
Detail $11,788,500 | $2,178,332 | $14,444,592 $2,656,092

Reallocated Programmatic Sponsorships, Refer to ATTACHMENT 4 for details

A. Moratorium on BOT and Kaiaulu (fka CEO-initiated) Sponsorships. On February 27, 2018, the
Grants Ad Hoc brought before the OHA BOT Action Item BOT #18-01, Approval for OHA to impose
a moratorium effective February 27, 2018 on the use of Trustee Sponsorship and Allowance Fund
(TSAAF) and CEO-initiated Sponsorships. The Grants Ad Hoc cited the release of the State Auditor’s
report 18-03, which “raised an immediate need to prioritize a review of the [TSAAF] and CEO-
initiated sponsorship” and voted unanimously to recommend the moratorium and the immediate return
of the unused balance of TSAAF funds.3 The OHA BOT passed the moratorium on the use of the
TSAAF and CEO-initiated sponsorships at its February 27, 2018 meeting, which was to remain in
effect until the Grants Ad Hoc recommended policies and procedures to the BOT on the use of the
TSAAF and CEO-initiated sponsorship funds. The Board discussed the Ad Hoc Committee‘s work
at the May 6, 2021 workshop and anticipates a final report and recommendation from the Ad Hoc
committee leadership.

B. Programmatic Sponsorships. Programmatic (or operating unit) sponsorships were not placed on
moratorium in 2018; and because of revised plans, formats, additional information, the following 2021
reallocations are recommended: Moanalua Gardens Foundation, Prince Lot Hula Festival for a total
of $15,000 ($10,000 ‘Ahahui + $5,000 BR3); Merrie Monarch Festival ($15.000)!%; Queen
Liliuokalani, Keiki Hula Competition ($15,000); Lunalilo Home Event, Project or Program ($15,000);

18.$26,000 in budget for television and related media buys + $1,000 for honorarium for Miss Aloha Hula, the
recommendation is an additional $15,000 as there are no ticket sales in 2021 due to virtual format.
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Action Item RM #21-06: Approval of FY21 Budget Realignment #3 — Core (Personnel and
Non-Personnel) and Non-Core Budgets

Iolani Palace Event, Project or Program ($15,000); and ‘Aha Punana Leo Event, Project or Program
($15,000). Some of the items were identified as “Legacy Sponsorships™ in previous biennium budgets.

The sections following outline and provide explanation of the major adjustments (increases/decreases) to
the CB in Table 9d because of this realignment.

Table 9d: Core Budget FY 2021 Proposed Realignment #3 Adjustments Summary, by Category

FY 2021
Core. Approved ApProved ApProved Prqposed .
Operating Budget Realignment | Realignment | Realignment | Adjustments
Budget #1 #2 #3
(a) (b) (c) (d) (©=(d-¢)

Contracts $3.999,924 | $3,999,924 | $5.003,918 | $4,402,735 | ($601,183)

Debt Service 572,163 572,163 572,163 548,637 (23,526)

Equipment 1,027,036 1,027,036 1,016,286 1,015,114 (1,172)

Grants 9,635,921 9,635,921 11,788,500 | 14,444,592 2,656,092

Overhead 3,134,555 3,134,555 3,215,155 3,073,374 (141,781)
Personnel &

Fringe 17,136,197 | 17,136,197 | 16,029,911 13.881.194 (2,148.,717)

Program 1,192,677 1,192,677 1,127,811 795,677 (332,134)

Travel 512,309 512,309 585,771 118,192 (467,579)

Totals: | $37,210,782 | $37,210,782 | $39,339,515 | $38,279,515 | ($1,060,000)
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Action Item RM #21-06: Approval of FY21 Budget Realignment #3 — Core (Personnel and
Non-Personnel) and Non-Core Budgets

C1. Core Personnel Budget Adjustments

Personnel costs includes all expenditures directly related to personnel and comprises of Salaries &
Fringe, Student Helper Program, Vacation Payments (including transfer of vacation leave to other
State agencies), Employee Continued Education Program and Workers” Compensation Payments.
The Core Personnel Budget has been adjusted to reflect estimated needs for FY 2021. Core
Personnel Budget Adjustments are summarized in Table 10. Due to a higher-than-expected staff
turnover leading to unplanned vacant and unfilled positions and also a lower-than-expected fringe
rate, estimated needs for FY 2021 resulted in expenditures totaling $13,881,194, a net decrease of

(-$2,148.717).

Table 10: Core Personnel FY 2021 Proposed Realignment #3 Adjustments Summary

FY 2021
Core Operating Budget Approved Approved Proposed
Personnel E40 DIl Realignment | Realignment | Realignment | Adjustments nE
Budget Page(s)
#1 #2 #3
(@) (b) (c) (d) (e)=(d-¢)
1. Salaries & Fringe
OHA Salaries $10,323,888 | $10,323,888 $9,217,602 $8,941,341 ($276,261)
OHA Fringe 6,512,309 6,512,309 6,512,309 4,515,644 (1,996,665)
Student Helper Program 104,050 104,050 104,050 59,485 (44,565)
Sub-total (1): | $16,940,247 | $16,940,247 | $15,833,961 $13,516,470 | ($2,317,491)
2. Reserves
Vacation Payout 150,000 150,000 150,000 300,000 150,000
Overtime 10,000 10,000 10,000 59,724 49,724
Worker's Compensation 5.950 5.950 5.950 0 (5.950)
Payments
Continuing Education
30,000 30,000 30,000 5,000 (25,000)
Program
Sub-total (2): $195,950 $195,950 $195,950 $364,724 $168,774
Total Core Personnel: $17,136,197 | $17,136,197 | $16,029,911 $13,881,194 | ($2,148,717) | p.17

21|Page

INTENTIONALLY LEFT BLANK




Action Item RM #21-06: Approval of FY21 Budget Realignment #3 — Core (Personnel and
Non-Personnel) and Non-Core Budgets

C2. Core Non-Personnel Budget Adjustments

The FY 2021 Core Non-Personnel Budget consists of all operational and programmatic costs and
has been adjusted to reflect estimated needs through June 30, 2021. OHA’s FY 2021 needs are
summarized in Table 11 below.

Most notably, to reflect Item 3 on page 5, the transfer budget authority from FY20 to FY21 for
emergency financial assistance of $2,178,332; add $496.,260 of additional grants awards; and
reallocate and reduce sponsorships by $18,500 to reflect actual disbursement activity; together a
net total of $2,656,092, comprised of:
e $1.567,375 of the projected FY21 unspent, uncommitted, and unencumbered non-personnel

budget is reallocated to support Grants needs.
e torequire an additional funding of $1,088,717 from the projected FY21 unspent, uncommitted,

and unencumbered personnel budget.

Table 11. Core Non-Personnel FY 2021 Proposed Realignment #3 Adjustments Summary
FY 2021
Core Operating Approved Approved Approved Proposed
Budget — Non- PP Realignment | Realignment | Realignment | Adjustments Ref Page(s)
Budget
Personnel #1 #2 #3
(a) (b) (c) (d) (e=(d-c¢)
Grants and ATTACHMENT
Sponsorships $9,635,921 $9,635,921 | $11,788,500 | $14,444,592 $2,656,092 4, Table 9¢
Other than Grants:
Contracts 3,999,924 3,999,924 5,003,918 4,402,735 (601,183)
Debt Service 572,163 572,163 572,163 548,637 (23,526)
Equipment 1,027,036 1,027,036 1,016,286 1,015,114 (1,172)
Overhead 3,134,555 3,134,555 3,215,155 3,073,374 (141,781)
Program 1,192,677 1,192,677 1,127,811 795,677 (332,134)
Travel 512,309 512,309 585,771 118,192 (467,579)
Sé‘:};l"t?' -Other than | ¢, 0 438 664 | $10,438,664 | $11,521,104 | $9,953,729 | ($1,567,375)
Totals: | $20,074,585 | $20,074,585 | $23,309,604 | $24,398,321 $1,088,717
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Action Item RM #21-06: Approval of FY21 Budget Realignment #3 — Core (Personnel and
Non-Personnel) and Non-Core Budgets

D. Commercial Property Budget Adjustments — FY2021

The Commercial Property Budget consists of Kaka‘ako Makai and Nd Lama Kukui’s revised
operational costs to reflect estimated needs through June 30, 2021.

D1. Kaka‘ako Makai

Kaka‘ako Makai’s gross revenues are currently estimated at $4,419,016 per year from lease
revenues. The adjustments, as summarized in Table 12, consist of rebalancing and reallocating
funds for strategic realignment with no change in total expenditures. Estimated net available funds
of $7,657,493 for FY 2021 is to be retained for contribution to future expenditures on its parcels
including expenditures relating to its master planning efforts.

Table 12: Kaka‘ako Makai FY 2021 Proposed Realignment #3 Adjustments Summary

FY 2021
Kaka'ako Makai sl Approved Approved Pr9p0sed ‘
Realignment | Realignment | Realignment | Adjustments | Ref Page(s)
Budget
#1 #2 #3
Beginning Balance $8,324,369 $8,324,369 $8,307,818 $8,307,818 $0
Gross Revenue 4,419,016 4,419,016 4,419,016 4,419,016 0
Less: Allocation to
Grants®l (20% KM (839,657) (839,657) (883,803) (883,803) 0
Gross Revenue)
Less: True-up of 10%
Allocation for FY 2013 (63,519) (63,519) 0
-2018
Less: KM 50% of
FY19 Net Revenue to (744,670) (744,670) (1,514,931) (1,514,931) 0
Legacy Lands
Sub-total Available | o1 159 058 | $11,150,058 | $10,264,581 | $10,264,581 $0
Funds:
Less: Expenses
Personnel 283,724 283,724 280,608 280,608 0
Program 59,475 59,475 18,975 18,575 (400)
Contracts 665,000 665,000 715,000 715,000 0
Equipment 945,200 945,200 945,200 929,200 (16,000)
Overhead 647,305 647,305 647,305 663,705 16,400
Sub-total | o) 600,704 |  $2,600,704 |  $2,607,088 |  $2,607,088 $0
Expenditures:
Estimated Net
Available Kaka'ako $8,558,354 $8,558,354 $7,657,493 $7,657,493 $0 p-17
Makai:
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Non-Personnel) and Non-Core Budgets

D2. Na Lama Kukui

Na Lama Kukui’s gross revenue is currently estimated at $5,301,025 from lease revenues,
including space occupied by OHA. The adjustments, as summarized in Table 13, consist of
rebalancing and reallocating funds for strategic realignment with no change in total expenditures.
Estimated net available funds of $815,147 for FY 2021 is to be retained for future debt service
payments. Refinancing efforts are in progress noting the balloon payment in FB22-23.

Table 13: Na Lama Kukui FY 2020 FY 2021 Summary

FY 2021
Ni Lama Kukui el Ap!)roved Approved Pr9posed
Budget Realignment | Realignment | Realignment Adjustments Ref Page(s)
#1 #2 #3
Beginning Balance $2,056,070 $2,056,070 $1,362,766 $1,362,766 $0
Gross Revenue 5,301,025 5,301,025 5,301,025 5,301,025 0
Sub-total Available | oy 357 005 | §7,357,005 | $6,663,791 |  $6,663,791 $0
Funds:
Less: Expenses
Personnel 0 0 103,884 103,884 0
Program 380,057 380,057 384,357 384,357 0
Contracts 559,502 559,502 559,502 660,105 100,603
Equipment 1,053,578 1,053,578 1,207,578 1,193,975 (13,603)
Overhead 1,002,371 1,002,371 1,082,371 995,371 (87,000)
Sub-total | o) 995508 | $2,095,508 |  $3,337,692 |  $3,337,692 $0
Expenditures:
Debt Service 2,510,952 2,510,952 2,510,952 2,510,952 0
Total Expenditures: $5,506,460 $5,506,460 $5,848,644 $5,848,644 $0
Estimated Net
Available N4 Lama $1,850,635 $1,850,635 $815,147 $815,147 $0
Kukui:
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Action Item RM #21-06: Approval of FY21 Budget Realignment #3 — Core (Personnel and
Non-Personnel) and Non-Core Budgets

E. Legacy Property Budget Adjustments

The Legacy Property Budget consists of operational costs associated with the long-term
stewardship kuleana of these historical sites.

E1l. Palauea Culture Preserve

Revised needs through June 30, 2021 are estimated and summarized in Table 14 for the Palauea
Culture Preserve and includes a $25,000 carryover from FY20 unspent budget in approved in FY20
Realignment #2.

Table 14: Palauea Culture Preserve FY 2021 Proposed Realignment #3 Adjustments Summary

FY 2021
Palauea Culture Preserve Approved Ap!)roved Ap!)roved Pr?posed
Budset Realignment | Realignment | Realignment Adiustments
g #1 #2 #3 J

Beginning Balance $258,959 $258,959 $258,959 $258,959 $0

Add: Unspent Budget FY20 25,000 25,000

Gross Revenue 65,570 65,570 65,570 65,570
Sub-total Available Funds: $324,529 $324,529 $349,529 $349,529 $0

Less: Expenses

Program 3,000 3,000 2,500 2,500 0
Contracts 42,000 42,000 42,000 42,000 0
Grants 35,000 35,000 0 0 0
Travel 4,680 4,680 4,680 4,680 0
Equipment 28,500 28,500 31,550 31,550 0
Overhead 9,000 9,000 9,000 9,000 0
Sub-total Expenditures: $122,180 $122,180 $89,730 $89,730 $0
Estimated Net Available: $202,349 $202,349 $259,799 $259,799 $0

E2. Wahiawa Lands, Kukaniloko

Included in BR3 is reallocated resources within the Legacy Land Program (LLP) to fund the design
for the Kapuahuawa Complex Proof of Concept Design in the amount of $150,000. At the request
of a beneficiary and after further study and reallocation by the LLP, the amount is included and
dedicated to working with the University of Hawaii at Manoa — Community Design Center
(UHCDC).

Information provided by Cathi Ho Schar, Director, UHCDC Assistant Professor, School of
Architecture:  UHCDC 1is a teaching practice, like a teaching hospital, that gathers multi-
disciplinary faculty, full time UHCDC staff, and paid student interns to provide engagement,
research, and proof of concept designs for public agencies. UHCDC has current MOAs in place
with HPHA, UH, DAGS, PSD, DOD, DLNR, and have also worked with DOE, SFCA, and
OP. Many of our past appropriations have been $250-350K for 18-24 months of work, but we do
projects at all scales and budget ranges. The proposed $150K funding would cover the cost of
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faculty supervision, project management, a student team, materials, and subconsultants as
needed. The work is directed and supervised as it would be in a typical practice, the only difference
being that we are often able to integrate projects into courses as a value add, and that students and
new graduates are doing much of the work. State agencies find that UHCDC can provide nimble
planning and design services that can gather stakeholders, reach out to communities, program,
design, and visualize scenarios that help with CIP justification, decision-making, RFPs, or grant
proposals.

E3. Wao Kele O Puna Management Fund

Included in OHA’s Biennium Budget, BOT #15-02 approved on June 25, 2015, was the
establishment of the Wao Kele O Puna (WKOP) Management Fund to include previously
authorized Board appropriations for current and future programmatic needs.

Revised needs through June 30, 2021 are estimated and summarized in Table 15 for the Wao Kele
O Puna and includes a $97,946 carryover from FY20 unspent budget as approved in FY20
Realignment #2. An assessment of the continuing plans for Wao Kele O Puna, including future

funding, will be addressed in OHA ‘s fiscal biennium budget for 2022-2023.

Table 15: Wao Kele O Puna FY 2021 Proposed Realignment #3 Adjustments Summary

FY 2021
Wao Kele O Puna ] Approved Ap!)roved Approved .
Budget Realignment | Realignment | Realignment Adjustments
#1 #2 #3

Beginning Balance $204,308 $204,308 $204,308 $204,308 0
Add: Unspent Budget FY19 0 0 (1,866) (1,866) 0
Add: Unspent Budget FY20 0 0 97,946 97,946 0
Sub-total Available Balance: $204,308 $204,308 $300,388 $300,388 0

Less: Expenses
Program 9,550 9,550 4,550 4,550 0
Contracts 80,000 80,000 93,500 93,500 0
Grants 10,000 10,000 0 0 0
Travel 8,160 8,160 8,160 8,160 0
Equipment 95,798 95,798 144,300 144,300 0
Overhead 800 800 0 0 0
Sub-total Expenditures: $204,308 $204,308 $250,510 $250,510 0
Estimated Net Available: $0 $0 $49,878 $49,878 0
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F. Other OHA Programs Budget Adjustments

OHA'’s Other OHA Programs Budget reflects budgets for other programs funded through non-

trust-fund sources, including federal funds and other fund sources.

F1. Federal-funded

OHA'’s Other Programs — Federal-funded budget requests are summarized in Table 16 below and
reflect updates in the Native Hawaiian Revolving Loan Fund (NHRLF) FY2021 budget as

approved by the Administration for Native Americans (ANA).

Table 16: Other OHA Programs Budget — Federal-funded
FY 2021 Proposed Realignment #3 Adjustments Summary

FY 2021
Other OHA Approved Approved Proposed
Programs - Federal Approved Rear;ipénment Rear;ipénment Realigpnment Adjustments Ref
Budget 21 ) 43 Page(s)
HLID Project
Contracts $63,860 $63,860 $3,098,860 $3,098,860 $0
Debt Service 0 0 0 0 0
Equipment 1,250 1,250 600 600 0
Grants 0 0 0 0 0
Overhead 36,119 36,119 26,509 26,509 0
Personnel & Fringe 318,770 318,770 242,474 242 474 0
Program 8,200 8,200 4,500 4,500 0
Travel 0 0
Sub-total HLID: $428,199 $428,199 $3,372,943 $3,372,943 $0
NHRLF
Contracts 276,099 276,099 276,099 300,397 24,298
Debt Service 0 0 0 0 0
Equipment 0 0 0 0 0
Grants 0 0 0 0 0
Overhead 39,083 39,083 39,083 47,096 8,013
Personnel & Fringe 460,812 460,812 460,812 641,347 180,535
Program 105,991 105,991 105,991 93,334 (12,657)
Travel 37,045 37,045 37,045 31,310 (5,735)
Sub-total NHRLF: $919,030 $919,030 $919,030 $1,113,484 $194,454
Other OHA
Programs - Federal $1,347,229 $1,347,229 $4,291,973 $4,486,427 $194,454
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F2. Other Programs
OHA'’s Other Programs — Others budget requests are summarized in Table 17 below,

The $61,000 adjustment represents reclassified costs related to Board authorized (in May 2019)
dissolution and winddown activities for Hi'ikualono LLC, Ho okele Pono LLC and Ho okipaipai
LLC based on projections for FY21; and a six-month no cost extension for the Youth Build
program operated by Hi'ilei Aloha LLC.

Table 17: Other OHA Programs — Others
FY 2021 Proposed Realignment #3 Adjustments Summary

FY 2021
Other OHA Programs YR Approved Proposed
Budget - Others Pp Realignment | Realignment | Adjustments | Ref Page(s)
Budget s 43
Beginning Balance $0 $0 $0 $0
Ka Wai Ola Revenues 75,000 75,000 75,000 0
Homesteader Loan 120,000 120,000 120,000 0
Repayments
Sub-total Available Funds: $195,000 $195,000 $195,000 $0
Less: Expenses
Hi‘ilei Aloha & 195,000 134,000 134,000 0
Subsidiaries
Ho‘okele Pono & 0 61,000 61,000 0
Subsidiaries
Sub-total Expenditures: $195,000 $195,000 $195,000 $0
Estimated Net Available
Special Programs Budget $0 $0 $0 $0
Other:

G. Chief Financial Officer Certification

The following is the certification by the Chief Financial Officer that the funds are available to

effect the realignment actions:

(o Aot

Ramona G Hinck

Chief Financial Officer

Date:

05/21/2021
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V. RECOMMENDED ACTIONS
Administration recommends that the Board of Trustees (BOT) approve, the following actions:

A. Biennium Budget for the Fiscal Biennium Periods 2019-2020 (FY 20) and 2020-2021
(FY 21) — Realignment #3

Motion #1: Approve OHA’s Total Fiscal Budget Realignment #3 for Fiscal Biennium

Periods 2019-2020 (FY 20) and 2020-2021 (FY 21) as outlined in ATTACHMENT 1, with
the exception of the $5,000 additional event sponsorship (total $15,000) for the Prince Lot
Hula Festival, an event sponsored by the Moanalua Gardens Foundation.

Motion #2: Approve additional $5,000 event sponsorship (total $15,000) for the Prince
Lot Hula Festival, sponsored by the Moanalua Gardens Foundation.

B. Fiscal Stabilization Policy

Motion #3: Reserve and Designate!® an amount of $1,060,000 in unspent, uncommitted,
unencumbered funds from FY 2021, for the purpose of addressing projected reorganization
related costs.

VII. ALTERNATIVE ACTIONS

A. Amend the recommended action.

B. Do not approve the recommended action.

VIII. REFERENCE ACTION ITEMS, WORKSHOP MATERIALS
The following budget related and grants related action items listed below set context for BR3:

A. Action Item BAE-RM #21-06-01: Approve the Awarding of ‘Ohana and Community Based
Grants, Island of O‘ahu for a total of $392,500 for Solicitation No. 21-05-01, Released March
2021, May 18, 2021

B. Action Item BAE-RM #21-06-02: Approve the Awarding of ‘Ohana and Community Based
Grants, Island of Hawai'i for a total of $436,117 for Solicitation No. 21-05-02, Released
March 2021, May 18, 2021

C. Action Item BAE-RM #21-06-03: Approve the Awarding of ‘Ohana and Community Based
Grants, Island of Maui for a total of $251,493 for Solicitation No. 21-05-03, Released March
2021, May 18, 2021

D. Action Item BAE-RM #21-06-04: Approve the Awarding of ‘Ohana and Community Based
Grants, Island of Kaua‘i for a total of $126.,899 for Solicitation No. 21-05-04, Released March
2021, May 18, 2021

19 Designate=specifically identify, plan for, reserve; Trustee authorization and approval, via Action Item, is still needed to
activate and disburse the designated or specified funds.
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E.

Action Item BAE-RM #21-06-05: Approve the Awarding of ‘Ohana and Community Based
Grants, Islands of Moloka‘i and Lana‘i for a total of $36,475 and $4.,724, Solicitations No.
21-05-05 and 21-05-06, respectively, Released March 2021, May 18, 2021

Action Item BAE-RM #21-05: Approve the Awarding of Homestead Grants for a total of
$250,000 for Solicitation No. 21-03, Released February 2021; and an Additional Award
Amount, April 27,2021

. Action Item BAE-RM #21-04: Approve the Awarding of Iwi Kupuna and Reinternment

Grants for a Total of $144,079 from Solicitation No. 21-02, Released February 2021; and an
Additional Award Amount, April 27, 2021

. Action Item BAE-RM #21-03: Approve the Awarding and Reallocation of ‘Ahahui Grants

for a total of $200,000 from Solicitation No. 21-01, Released February 2021, April 27, 2021

Action Item BAE-RM #21-02: Approval to Reallocate the FY20 and FY21 Unspent Balance
of Contract #3363 in the Amount of $838,332; and Reclassity FY21 Unencumbered
Sponsorships of $205,921; for the Combined Purpose to Award a Grant of $1,044,253 for
Emergency Financial Assistance to Hawai‘i Community Lending, March 30, 2021

Action Item BAE-RM #21-01: Approval to Reallocate $2,170,000 in COVID-19 Emergency
Financial Assistance Program Grant Authorization to $1,170,000 to COVID-19 Impact Grants
and $1,000,000 to ‘Ohana and Community Program Grants, February 10, 2021

Action Item BOT #20-04: OHA Biennium Budget for the Fiscal Biennium Periods 2019-
2020 (FY20) and 2020-2021 (FY21) — Realignment #2, June 18, 2020

Action Item BOT #20-03: Approval to Fund Responses to COVID-19, May 7, 2020

. Action Item RM #19-17: Realignment #1 of the OHA Biennium Budget for the Fiscal

Biennium Periods 2019-2020 (FY20) and 2020-2021 (FY21), September 25, 20219

Action Item RM #19-09: OHA Biennium Budget for the Fiscal Biennium Periods 2019-2020
(FY20) and 2020-2021 (FY21), June 18, 2019

. May 11, 2021 Workshop Materials, Committee on Resource Management: Memos dated

May 7, 2021 and May 10, 2021 and related materials distributed.
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IX. ATTACHMENTS

A. ATTACHMENT 1 - 2019-2020 (FY20) Core and Non-Core Budgets and 2020-
2021 (FY21) Core and Non-Core Budgets — Realignment #3 — 1 page

B. ATTACHMENT 2 - 2019-2020 (FY20) Core and Non-Core Budgets — Original
Budget to Realignment #1, Realignment #1 to Realignment #2 and Realignment #2
to Realignment #3 — 3 pages

C. ATTACHMENT 3 - 2020-2021 (FY21) Core and Non-Core Budgets — Original
Budget to Realignment #1, Realignment #1 to Realignment #2 and Realignment #2
to Realignment #3 — 2 pages

D. ATTACHMENT 4 - FY21 Mission Aligned & Strategic Beneficiary and
Community Investments via Grants, Contracts and Sponsorships — 4 pages

INTENTIONALLY LEFT BLANK.
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OFFICE OF HAWAIIAN AFFAIRS

ATTACHMENT 1

FY 2020 AND FY 2021 BUDGET REALIGNMENT #3 FY20, FY21
ATTACHMENT 1
2019-2020 (FY20) Core and Non-Core Budgets and 2020-2021 (FY21) Core and Non-Core Budgets — Realignment #3
Table 1. FY 2020 REALIGNMENT #3 (May 2021)
Fiscal Commercial Property Legacy Property Other OHA FY 2020
%ﬁ‘fﬁ&ﬁ%ﬁﬁ? FTE Core Stabilization | gaka'ako Na Lama Palauea WKOP Mgmt Federal Total Operating
Fund Makai Kukui Culture Fund Funded Others Budget
Preserve
Personnel & Fringe 179 | $ 15,699,730 | $ -1$ 285,390 | $ 77,875 | $ -$ -1$ 883,940 | $ -1$ 16,946,935
Program 1,128,778 - 81,475 368,276 2,700 4,550 97,875 - 1,683,654
Contracts 5,506,759 - 810,000 560,560 80,000 73,500 4,032,553 - 11,063,372
Grants 10,011,200 - - - - 10,000 - - 10,021,200
Travel 433,667 - - - 4,680 8,160 31,430 - 477,937
Equipment 1,202,824 - 439,500 1,305,178 39,000 159,600 3,750 - 3,149,852
Overhead 2,668,917 - 644,810 1,087,183 9,000 800 79,592 - 4,490,302
Debt Service 580,047 - - 2,550,979 - - - - 3,131,026
Sub-total: $ 37,231,921 $ - $ 2261175 $ 5950,051 $ 135,380 $ 256,610 $ 5,129,140 $ - $ 50,964,277
Other - LLC | 125,138 | - - - - - - 367,862 | 493,000
Totals: $ 37,357,059 $ - $ 2261,175 $ 5,950,051 $ 135380 $ 256,610 $ 5,129,140 $ 367,862 $ 51,457,277
Table 2. FY 2021 REALIGNMENT #3 (May 2021)
Fiscal Commercial Property Legacy Property Other OHA FY 2021
FY 2021 PROPOSED Stabilization Palauea
REALIGNMENT #3 TIE Core Fund Kaka'ako Na Lama p WKOP Mgmt Federal Total Operating
Makai Ittt ulture Fund Funded L Budget
Preserve
Contracts 4,402,735 - 715,000 660,105 42,000 93,500 3,399,257 - 9,312,597
Debt Service 548,637 - - 2,510,952 - - 0 - 3,059,589
Equipment 1,015,114 - 929,200 1,193,975 31,550 144,300 600 3,314,739
Grants 14,444,592 - - - - - 0 - 14,444,592
Overhead 3,073,374 - 663,705 995,371 9,000 - 73,605 - 4,815,055
Personnel & Fringe 179 13,881,194 - 280,608 103,884 - - 883,821 - 15,149,507
Program 795,677 - 18,575 384,357 2,500 4,550 97,834 - 1,303,493
Travel 118,192 - - - 4,680 8,160 31,310 - 162,342
Sub-total 1: 38,279,515 - 2,607,088 5,848,644 89,730 250,510 4,486,427 - 51,561,914
Other - LLC | | - - - - | -] 195,000 195,000
Subtotal 2: - - - - - - - 195,000 195,000
Totals (1 +2): $ 38,279,515 $ - $ 2,607,088 $ 5,848,644 $ 89,730 $ 250,510 $ 4,486,427 $ 195,000 $ 51,756,914 |
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ATTACHMENT 2

FY 2020 BUDGET REALIGNMENT #3 FY20
ATTACHMENT 2
2019-2020 (FY20) Core and Non-Core Budgets — Original Budget to Realignment #1, Realignment #1 to Realignment #2 and Realignment #2 to Realignment #3
A. FY 2020 TOTAL OPERATING BUDGET (June 2019)
Commercial Property Budget Legacy Property Budget Special Programs Budget FY 2020
FY 20213()U321]’£RT0VED FTE Core Kaka'ako Na Lama Palauea Culture| WKOP Mgmt Federal Funded OHA Total Operating
Makai Kukui Preserve Fund Funded Budget
Personnel & Fringe 179 | $ 16,905,440 | $ 278,161 | $ - $ - $ - $ 764,248 - $ 17,947,849
Program 1,351,878 81,475 368,276 3,000 9,550 109,017 - 1,923,196
Contracts 4,296,719 610,000 535,015 75,000 70,000 4,014,215 - 9,600,949
Grants 9,660,921 - - 25,000 10,000 - - 9,695,921
Travel 511,087 - - 4,680 8,160 37,045 - 560,972
Equipment 995,570 939,500 1,311,958 43,500 158,100 3,750 3,452,378
Overhead 2,964,382 644,810 1,087,183 9,200 800 72,979 - 4,779,354
Debt Service 580,047 - 2,550,979 - - - - 3,131,026
Other - LL.C - - - - - - 367,862 367,862
Totals (A): $ 37,266,043 $ 2,553,946 $ 5,853,411 $ 160,380 $ 256,610 $ 5,001,254 $ 367,862 $ 51,459,507
B. FY 2020 REALIGNMENT #1 (September 2019)
Commercial Property Budget Legacy Property Budget Special Programs Budget FY 2020
I;ézAOf;) GA;I\I/JIII;(N)’;‘, ];?1) FTE Core Kaka'ako Na Lama Palauea Culture| WKOP Mgmt Federal Funded OHA Total Operating
Makai Kukui Preserve Fund Funded Budget
Personnel & Fringe 179 |'$ 16,933,809 | $ 285,390 | $ 77,875 | $ - $ - $ 764,248 - $ 18,061,322
Program 1,484,603 81,475 368,276 2,700 4,550 109,017 - 2,050,621
Contracts 5,988,759 810,000 560,560 80,000 73,500 4,014,215 - 11,527,034
Grants 9,660,921 - - - 10,000 0 - 9,670,921
Travel 571,667 - - 4,680 8,160 37,045 - 621,552
Equipment 1,068,820 439,500 1,305,178 39,000 159,600 3,750 3,015,848
Overhead 3,046,958 644,810 1,087,183 9,000 800 72,979 - 4,861,730
Debt Service 580,047 - 2,550,979 - - - - 3,131,026
Sub-total: 39,335,583 2,261,175 5,950,051 135,380 256,610 5,001,254 - 52,940,053
Other - LLC | 125,138 | - - - - - 367,862 | 493,000
Totals (B): $ 39,460,721 $ 2,261,175 $ 5,950,051 $ 135,380 $ 256,610 $ 5,001,254 $ 367,862 $ 53,433,053
Difference (C)=(B-A): $ 2,194,678 $ (292,771) $ 96,640 $ (25,000) $ - $ = - $ 1,973,546
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ATTACHMENT 2
FY20

FY 2020 BUDGET REALIGNMENT #3
B. FY 2020 REALIGNMENT #1 (September 2019)
Commercial Property Budget Legacy Property Budget Special Programs Budget FY 2020
FY 2020 APPROVED FTE Core ' } j
REALIGNMENT #1 Kaka'ako Na Lama Palauea Culture| WKOP Mgmt Federal Funded OHA Total Operating
Makai Kukui Preserve Fund Funded Budget
Personnel & Fringe 179 | $ 16,933,809 285,390 | $ 77,875 | $ - $ - $ 764,248 | $ - $ 18,061,322
Program 1,484,603 81,475 368,276 2,700 4,550 109,017 - 2,050,621
Contracts 5,988,759 810,000 560,560 80,000 73,500 4,014,215 - 11,527,034
Grants 9,660,921 - - - 10,000 0 - 9,670,921
Travel 571,667 - - 4,680 8,160 37,045 - 621,552
Equipment 1,068,820 439,500 1,305,178 39,000 159,600 3,750 3,015,848
Overhead 3,046,958 644,810 1,087,183 9,000 800 72,979 - 4,861,730
Debt Service 580,047 - 2,550,979 - - - - 3,131,026
Sub-total: 39,335,583 2,261,175 5,950,051 135,380 256,610 5,001,254 - 52,940,053
Other - LLC | 125,138 | - - - - - 367,862 | 493,000
Totals (A): $ 39,460,721 $ 2,261,175 $ 5,950,051 $ 135,380 $ 256,610 $ 5,001,254 $ 367,862 $ 53,433,053
C.FY 2020 REALIGNMENT #2 (June 2020)
Commercial Property Budget Legacy Property Budget Special Programs Budget FY 2020
I;éi()f;) Gﬁl\l/}l};g}] ];]2) FTE Core Kaka'ako Na Lama Palauea Culture| WKOP Mgmt Federal Funded OHA Total Operating
Makai Kukui Preserve Fund Funded Budget
Personnel & Fringe 179 | $ 15,699,730 285,390 | $ 77875 | $ - $ - $ - $ - $ 17,297,074
Program 1,128,778 81,475 368,276 2,700 4,550 37,045 - 1,978,649
Contracts 5,506,759 810,000 560,560 80,000 73,500 3,750 - 7,516,569
Grants 12,189,862 - - - 10,000 72,979 - 9,743,900
Travel 433,667 - - 4,680 8,160 0 - 584,507
Equipment 1,202,824 439,500 1,305,178 39,000 159,600 0 3,012,098
Overhead 2,668,917 644,810 1,087,183 9,000 800 5,001,254 - 9,790,005
Debt Service 580,047 - 2,550,979 - - - - 3,131,026
Sub-total: 39,410,583 2,261,175 5,950,051 135,380 256,610 5,115,028 - 53,053,827
Other - LLC | 125,138 | - - - - - 367,862 | 493,000
Totals (B): $ 39,535,721 $ 2,261,175 $ 5,950,051 $ 135,380 $ 256,610 $ 5,115,028 $ 367,862 $ 53,546,827
Difference (C)=(B-A): $ 75,000 $ - $ - $ - $ - $ 113,774 $ - $ 113,774
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ATTACHMENT 2

FY 2020 BUDGET REALIGNMENT #3 FY20
C1. FY 2020 REALIGNMENT #2 (5.20.21 Updated) (June 2020)
Commercial Property Legacy Property Other OHA FY 2020
FY 2020 APPROVED FTE Core ' j .
REALIGNMENT #2 Kaka'ako Na Lama Palauea Culture| WKOP Mgmt | Federal Funded Others Total Operating
Makai Kukui Preserve Fund [a] Budget
Personnel & Fringe 179 15,699,730 | $ 285,390 | $ 77875 | $ - $ - $ 764,248 - $ 17,297,074
Program 1,128,778 81,475 368,276 2,700 4,550 109,017 - 1,978,649
Contracts 5,506,759 810,000 560,560 80,000 73,500 4,014,215 - 7,516,569
Grants 12,189,862 - - - 10,000 0 - 9,743,900
Travel 433,667 - - 4,680 8,160 37,045 - 584,507
Equipment 1,202,824 439,500 1,305,178 39,000 159,600 3,750 3,012,098
Overhead 2,668,917 644,810 1,087,183 9,000 800 72,979 - 9,790,005
Debt Service 580,047 - 2,550,979 - - - - 3,131,026
Sub-total: 39,410,583 2,261,175 5,950,051 135,380 256,610 5,001,254 - 53,053,827
Other - LLC | 125,138 | - - - - - 367,862 | 493,000
Totals (A): $ 39,535,721 $ 2,261,175 $ 5,950,051 $ 135,380 $ 256,610 $ 5,001,254 $ 367,862 $ 53,546,827
[a] Typo error in previous printed version's Federal Funded figures and shown corrected.
D. FY 2020 REALIGNMENT #3 (May 2021)
Commercial Property Legacy Property Other OHA FY 2020
FY 2020 PROPOSED
REALIGNMENT #3 FTE Core Kaka'ako Na Lama Palauea Culture] WKOP Mgmt | Federal Funded Others Total Operating
Makai Kukui Preserve Fund [b] Budget
Personnel & Fringe 179 15,699,730 | $ 285,390 | $ 77875 | $ - $ - $ 883,940 - $ 16,946,935
Program 1,128,778 81,475 368,276 2,700 4,550 97,875 - 1,683,654
Contracts 5,506,759 810,000 560,560 80,000 73,500 4,032,553 - 11,063,372
Grants 10,011,200 - - - 10,000 0 - 10,021,200
Travel 433,667 - - 4,680 8,160 31,430 - 477,937
Equipment 1,202,824 439,500 1,305,178 39,000 159,600 3,750 3,149,852
Overhead 2,668,917 644,810 1,087,183 9,000 800 79,592 - 4,490,302
Debt Service 580,047 - 2,550,979 - - - - 3,131,026
Sub-total: 37,231,921 2,261,175 5,950,051 135,380 256,610 5,129,140 - 50,964,277
Other - LLC | 125,138 | - - - - - 367,862 | 493,000
Totals (B): $ 37,357,059 $ 2,261,175 $ 5,950,051 $ 135,380 $ 256,610 $ 5,129,140 $ 367,862 $ 51,457,277
[b] - Previous printed version of "Federal Funded" column updated to show approved ANA budget.
| Difference (C)=(B-A): $  (2,178,662) $ - 3 - 3 - $ - 3 127,886 $ - $ (2,089,551)|
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2020-2021 (FY21) Core and Non-Core Budgets
Original Budget to Realignment #1, Realignment #1 to Realignment #2, and Realignment #2 to Realignment #3

OFFICE OF HAWAIIAN AFFAIRS
FY2021 BUDGET REALIGNMENT #3

A.FY 2021 TOTAL OPERATING BUDGET (June 2019)

ATTACHMENT 3

Commercial Property Budget Legacy Property Budget Special Programs Budget FY 2021
FY 20§U321;RTOVED FTE Core Kaka'ako Na Lama Palauea | vor op Mgmt | Federal OHA Total Operating
Makai Kukui el Fund Funded Funded Budget
Preserve
Personnel & Fringe 179 | $ 17,136,197 | $ 283,724 | $ - $ - $ - $ 779,582 | $ - $ 18,199,503
Program 1,192,677 59,475 380,057 3,000 9,550 114,191 - 1,758,950
Contracts 3,999,924 665,000 559,502 42,000 80,000 339,959 - 5,686,385
Grants 9,635,921 - - 35,000 10,000 - - 9,680,921
Travel 512,309 - - 4,680 8,160 37,045 - 562,194
Equipment 1,027,036 945,200 1,053,578 28,500 95,798 1,250 3,151,362
Overhead 3,134,555 647,305 1,002,371 9,000 800 75,202 - 4,869,233
Debt Service 572,163 - 2,510,952 - - - - 3,083,115
Other - LLC - - - - - - 195,000 195,000
Totals: $ 37,210,783 $ 2,600,704 $ 5,506,460 $ 122,180 $ 204,308 $ 1,347,229 $ 195,000 $ 47,186,664
B. FY 2021 REALIGNMENT #1 ( NO CHANGE) (September 2019)
C.FY 2021 REALIGNMENT #2 (5.20.21 Updated) (June 2020)
Commercial Property Legacy Property Other OHA FY 2021
Ig;ioﬁll GAl\?l\lf)Ill;(N)’}] ];;) FTE Core Kaka'ako Na Lama Ic)?llﬁ:if_: WKOP Mgmt Federal OHA Total Operating
Makai Kukui Fund Funded Funded Budget
Preserve
Personnel & Fringe 179 16,029911 | $ 280,608 | $ 103,884 | $ - $ - $ 703,286 | $ - $ 17,117,689
Program 1,127,811 18,975 384,357 2,500 4,550 110,491 - 1,648,684
Contracts 5,003,918 715,000 559,502 42,000 93,500 3,374,959 - 9,788,879
Grants [a] 11,788,500 - - - - 0 - 11,788,500
Travel 585,771 - - 4,680 8,160 37,045 - 635,656
Equipment 1,016,286 945,200 1,207,578 31,550 144,300 600 3,345,514
Overhead 3,215,155 647,305 1,082,371 9,000 - 65,592 - 5,019,423
Debt Service 572,163 - 2,510,952 - - - - 3,083,115
Sub-total 1: 39,339,515 2,607,088 5,848,644 89,730 250,510 4,291,973 - 52,427,460
Other - LLC - - - | -] 195,000 195,000
Subtotal 2: - - - - - - 195,000 195,000
Totals (1+2): $ 39,339,515 $ 2,607,088 $ 5,848,644 $ 89,730 $ 250,510 $ 4,291,973 $ 195,000 $ 52,622,460 |
Difference: $ 2,128,732 $ 6,384 $ 342,184 $ (32,450) $ 46,202 $ 2,944,744 $ - $ 5,435,796

[a] Math error of $5,000 in previous printed version's Grants figure and shown corrected.
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OFFICE OF HAWAIIAN AFFAIRS
FY2021 BUDGET REALIGNMENT #3

C1. FY 2021 REALIGNMENT #2 (5.12.21 Updated, Sequence Reordering) (June 2020)

ATTACHMENT 3

Commercial Property Legacy Property Other OHA FY 2021
I:;EZAOEII GAI:)I\I/)IIE{J(N)’}] ];;) FTE Core Kaka'ako Na Lama Palauea WKOP Mgmt Federal Total Operating
Makai Kukui Culture Fund Funded Others Budget
Preserve
Contracts 5,003,918 715,000 559,502 42,000 93,500 3,374,959 - 9,788,879
Debt Service 572,163 - 2,510,952 - - - - 3,083,115
Equipment 1,016,286 945,200 1,207,578 31,550 144,300 600 3,345,514
Grants 11,788,500 - - - - 0 - 11,788,500
Overhead 3,215,155 647,305 1,082,371 9,000 - 65,592 - 5,019,423
Personnel & Fringe 179 16,029,911 280,608 103,884 - - 703,286 - 17,117,689
Program 1,127,811 18,975 384,357 2,500 4,550 110,491 - 1,648,684
Travel 585,771 - - 4,680 8,160 37,045 - 635,656
Sub-total 1: 39,339,515 2,607,088 5,848,644 89,730 250,510 4,291,973 - 52,427,460
Other - LLC | | - - - | - 195,000 195,000
Subtotal 2: - - - - - - 195,000 195,000
Totals (1+2): $ 39,339,515 $§ 2,607,088 $ 5,848,644 $ 89,730 $ 250,510 $ 4,291,973 $ 195,000 $ 52,622,460 |
D. FY 2021 BUDGET REALIGNMENT #3 (May 2021)
Commercial Property Legacy Property Other OHA FY 2021
%‘éﬁ‘fﬁ;ﬁé’ﬁ?ﬁ? FTE Core Kaka'ako Na Lama Palavea 1w Op Mgmt | Federal Total Operating
Makai Kukui Culture Fund Funded Others Budget
Preserve
Contracts 4,402,735 715,000 660,105 42,000 93,500 3,399,257 - 9,312,597
Debt Service 548,637 - 2,510,952 - - 0 - 3,059,589
Equipment 1,015,114 929,200 1,193,975 31,550 144,300 600 3,314,739
Grants 14,444,592 - - - - 0 - 14,444,592
Overhead 3,073,374 663,705 995,371 9,000 - 73,605 - 4,815,055
Personnel & Fringe 179 13,881,194 280,608 103,884 - - 883,821 - 15,149,507
Program 795,677 18,575 384,357 2,500 4,550 97,834 - 1,303,493
Travel 118,192 - - 4,680 8,160 31,310 - 162,342
Sub-total 1: 38,279,515 2,607,088 5,848,644 89,730 250,510 4,486,427 - 51,561,914
Other - LLC | | - - - | - 195,000 195,000
Subtotal 2: - - - - - - 195,000 195,000
Totals (1+2): $ 38,279,515 $ 2,607,088 $ 5,848,644 $ 89,730 $ 250,510 $ 4,486,427 $ 195,000 $ 51,756,914
Difference: $ (1,060,000) $ - $ - $ - $ - $ 194,454 $ - $ (865,546)
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FY21 Mission Aligned & Strategic Beneficiary and Community Investments via Grants, Contracts and Sponsorships

Various Programs

ATTACHMENT 4

A. SUMMARY
FY21 Realignment #2 FY21 Budget Realignment #3
Cat Initial Approved Realign #2 Approved BAE-RM BAE-RM BAE-RM Realign #3 Realign #3 Proposed (Post)
tatedory Total Addition EN | Realignment #2 #21-01 #21-01 #21-03, 04, Adjustments Request Realignment #3
1) 2 @A=10)+@ 4 ) (6) @ (8) = (4+5+6+7) 9=03)+(®
GRANTS CATEGORY
56510 GRANTS IN AID - PROGRAM GRANTS $ 830,000 $ - $ 830,000 $ - $ 214,253 $ - $ - $ 214,253 $ 1,044,253
56530 GRANTS IN AID - COMMUNITY GRANTS $ 3,700,000 $ 1,394,079 $ 5,094,079 $ 1,000,000 $ - $ - $ 388,277 $ 1,388,277 $ 6,482,356
56540 GRANTS IN AID - LEVEL Il GRANTS $ 4,750,000 $ 750,000 $ 5,500,000 $ 1,170,000 $ - $ - $ 107,983 $ 1,277,983 $ 6,777,983
56560 GRANTS IN AID - SPONSORSHIPS $ 339,421 $ 25,000 $ 364,421 $ - $ (205,921) $ - $ (18,500) $ (224,421) $ 140,000
$ 9,619,421 $ 2,169,079 $ 11,788,500 $ 2,170,000 $ 8,332 $ - $ 477,760 $ 2,656,092 $ 14,444,592
CONTRACTS CATEGORY
Legal Proviso - Professional Services $ 1,048,000 $ 250,000 $ 1,298,000 $ 1,298,000
$ 10,667,421 $ 2,419,079 $ 13,086,500 $ 15,742,592
PROGRAM CATEGORY
Media Buy $ 149,000 $ 149,000 $ 149,000
Contract - Ka Wai Ola - Production & Delivery $ 356,664 $ 356,664 $ 356,664
$ 505,664 $ 505,664 $ 505,664
$ 11,173,085 $ 2,419,079 $ 13,592,164 $ 16,248,256
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ATTACHMENT 4

FY21
FY21 Mission Aligned & Strategic Beneficiary and Community Investments via Grants, Contracts and Sponsorships
Various Programs
B. Classification I - Beneficiary and Community Investments via Grants Subject to HRS 10-17 Process
FY21 Realignment #2 FY21 Budget Realignment #3
Initial Approved Realign #2 Approved BAE-RM BAE-RM BAE-RM Realign #3 Realign #3 Proposed (Post)
GRANTS Description Total Addition FN Realignment #2 | FN #21-01 #21-01 #21-03, 04, Adjustments Request Realignment #3
05
(1) (2) B=10)+® (4) (5) (6) ) (8) = (4+5+6+7) 9 =03)+(@®

Account: 56510 Program
A. Social Services $ 830,000 $ - $ 830,000 $ 214,253 $ 214,253 $ 1,044,253
Account: 56530 Community
A. Education - Higher Education $ 500,000 $ - $ 500,000 0 $ 500,000
B. Culture $ 500,000 $ = $ 500,000 = $ 500,000
C. Health $ 500,000 $ = $ 500,000 = $ 500,000
D. Education $ 500,000 $ = $ 500,000 = $ 500,000
E. Housing $ 500,000 $ = $ 500,000 = $ 500,000
F. Income $ 500,000 $ = $ 500,000 = $ 500,000
G. Land $ 500,000 $ = $ 500,000 = $ 500,000

Sub-total:| $ 3,000,000 $ - $ 3,000,000 $ - $ - $ - $ - $ - $ 3,000,000
H. ‘Ahahui $ 200,000 $ = $ 200,000 | (i) $ (51,314) $ (11,035) (62,349) $ 137,651
Total 56530 Community $ 3,700,000 $ - $ 3,700,000 $ - $ - $ (51,314) $ (11,035) $ (62,349) $ 3,637,651
Account: 56540 Level II
A. Kulia $ 250,000 $ 250,000 | [a] | $ 500,000 = $ 500,000
B. Charter Schools $ 730,000 $ = $ 730,000 = $ 730,000
B. Charter Schools $ 770,000 $ = $ 770,000 = $ 770,000

$ 1,750,000 $ 250,000 $ 2,000,000 $ - $ 2,000,000

C. DHHL $ 3,000,000 $ = $ 3,000,000 $ = $ 3,000,000
Total 56540 Level IT $ 4,750,000 $ 250,000 $ 5,000,000 $ o $ = $ - $ - $ = $ 5,000,000
Account:56550 Sponsorships
A. BOT $ 135,000 $ = $ 135,000 $ (135,000) (135,000) $ =
B. Kaiaulu (fka CEO) $ 70,921 $ - $ 70,921 $ (70,921) (70,921) $ -
Total 56550 Sponsorships $ 205,921 $ - $ 205,921 $ - $  (205,921) $ = $ = $ (205,921) $ -

Sub-total:| $ 9,485,921 $ 250,000 $ 9,735,921 $ - $ 8,332 $ (51,314) $ (11,035) $ (54,017) $ 9,681,904
FY21 Grants Recommendations - Via Competitive Process
A. COVID-19 Responses $ = $ 500,000 | [c] |$ 500,000 $ 1,170,000 $ 107,983 $ 1,277,983 $ 1,777,983
B. Homestead Community Grants $ = $ 250,000 | [d] | $ 250,000 $ 28,095 $ 21,905 $ 50,000 $ 300,000
C. Charter School Major Repairs & Maintenance $ - $ 500,000 | [e] | $ 500,000 $ = $ 500,000
D. Iwi Kupuna Repatriation and Reinternment Community | $ = $ 144,079 [f1 19 144,079 $ 23,219 $ 50,000 $ 73,219 $ 217,298
Grants
E. NH Teacher Education & Professional Development $ - $ 250,000 | [gd] | $ 250,000 $ 250,000
F. Community & ‘Ohana Based Program Grants $ - $ 250,000 | [h] | $ 250,000 $ 1,000,000 $ 327,407 $ 1,327,407 $ 1,577,407

$ - $ 1,894,079 $ 1,894,079 $ 2,170,000 $ - $ 51,314 $ 507,295 $ 2,728,609 $ 4,622,688
Total - Grants] $ 9,485,921 | [ $ 2,144,079 [ $ 11,630,000 | | $ 2,170,000 | $ 8,332 | $ - $ 496,260 ] |$ 2674592 ]| |$ 14,304,592 |

Footnotes:

[al - To increase Kulia grants amount to pilot amount of $500,000.
[b] - Pending Ad Hoc Committee on Grants and Sponsorships recommendation and Board action.
[c] - To provide additional beneficiary supports as a result of the impacts of COVID-19 (e.q., food, living and household items, testing, economic recovery investments); final recommendation and approval to be presented to the Board based on assessment.
[d] - To provide homestead community grant opportunities to strengthen homestead beneficiaries, families and communities.

[e] - To strengthen and improve Hawaiian focused charter school learning environment(s) via facilities repair, maintenance, replacement.
[f] - To support community based iwi kupuna repatriation and reinternment efforts.
[g] - To increase Native Hawaiian teacher recruitment and retention in kaiapuni and Hawaiian focused charter schools.
[h] - To support ‘ohana-based programming that strengthen Native Hawaiian well-being, including physical, spiritual, mental and emotional health. Note: includes programming that promote prevention and intervention to address mental, physical, and substance abuse issues.

(i) - Corrected to $200,000, prior version $250,000.
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ATTACHMENT 4
FY21

FY21 Mission Aligned & Strategic Beneficiary and Community Investments via Grants, Contracts and Sponsorships
Various Programs

C. Classification III - Beneficiary and Community Investments via Sponsorships

FY21 Realignment #2 FY21 Budget Realignment #3
Initial Approved Realign #2 Approved BAE-RM BAE-RM BAE-RM Realign #3 Realign #3 Proposed (Post)
Grants Description - Sponsorships Total Addition FN Realignment #2 | EN #21-01 #21-01 #21-03, 04, Adjustments | FN Request Realignment #3
(1) (2) =1 +(2) 4 (5) (6) (7) (8) = (4+5+6+7) (9)=@3)+(8)
Community Engagement
A. Coalition Building $ 20,000 $ 20,000 $ (20,000) $ (20,000) $ -
B. Association of Hawaiian Civic Clubs $ 10,000 $ 10,000 $ (10,000) $ (10,000) $ -
C. Council for Native Hawaiian Advancement $ 10,000 $ 10,000 $ - $ - $ 10,000
D. Onipa"a Celebration $ 5,000 $ 5,000 $ - $ - $ 5,000
Total - Community Engagement $ 45,000 $ - $ 45,000 - - - $ (30,000) $ (30,000) $ 15,000
Advocacy
A. NH Congressional Fellowship $ 50,000 $ 50,000 $ (50,000) $ (50,000) $ -
B. Papahanaumokuakea MNM $ 15,000 $ 15,000 $ (10,000) $ (10,000) $ 5,000
C. Alaska Federation of Natives $ 5,000 $ 5,000 $ - $ 5,000
D. National Congress of American Indians $ 5,000 $ 5,000 $ - $ 5,000
E. National Indian Education Association $ 5,000 $ 5,000 $ - $ 5,000
F. National Museum of the American Indians $ 5,000 $ 5,000 $ (5,000) $ (5,000) $ -
G. Pacific Day - NZ Embassy $ 3,500 $ 3,500 |(b) $ (3,500) $ (3,500) $ -
Total - Advocacy $ 88,500 $ - $ 88,500 $ (68,500) $ (68,500) $ 20,000
Community Engagement
H. Na Mamo Makamae o Ka Po'e Hawai'i: Living Treasures | $ - $ 15,000 | [a] | $ 15,000 (15,000) $ (15,000) $ -
of the Hawaiian People recognizes individuals and groups in
Hawai’i and on the continent who have contributed to the
preservation and perpetuation of Hawaiian cultural and
artistic traditions and properties (2017,2019)
H-1: Sovereign Council of the Hawaiian Homestead 10,000 | (c)]| $ 10,000 $ 10,000
Associations, Homestead Summit, December 2020
H-2: Native Hawaiian Chamber of Commerce, O'o Awards, 5,000 | (c)] $ 5,000 $ 5,000
December 2020
1. Moanalua Gardens Foundation/Prince Lot Hula Festival $ 10,000 $ 10,000 5,000 | (c)] $ 5,000 $ 15,000
J. Merrie Monarch Festival $ - $ - 15,000 1 (c)] $ 15,000 $ 15,000
K. Queen Liliuokalani Keiki Hula Competition $ - $ - 15,000 1 (c)] $ 15,000 $ 15,000
L. Lunalilo Home Event, Project, Program $ - $ - 15,000 1 (c)] $ 15,000 $ 15,000
M. Iolani Palace Event, Project, Program $ - $ - 15,000 1 (c)] $ 15,000 $ 15,000
N. ‘Aha Punana Leo Event, Project, Program $ - $ - $ - 15,000 1 (c)] $ 15,000 $ 15,000
Grand Total - Sponsorships| $ 133,500 $ 25,000 $ 158,500 $ - $ - $ - $ (18,500) $ (18,500) $ 140,000

[a] - Biennial recognition of living treasures

(b) - Corrected to $3500, prior version $3000.

(c ) - Represents a reallocation of Board approved programmatic sponsorships from Budget Realignment #2 (June 2020), that were not subject to the February 2018 imposed moratorium. The
proposed reallocation is a mixture of previously designated “Legacy Sponsorships” that used to be presented as a line item and approved by the Board; a recognition of needs and proposed new
line items aligned to the draft Strategic Granting Policy introduced in the May 6, 2021 Board workshop.
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FY21 Mission Aligned & Strategic Beneficiary and Community Investments via Grants, Contracts and Sponsorships

Various Programs

D. Classification II - Beneficiary and Community Investments via Procurement Subject to HRS 103D

ATTACHMENT 4

FY21 Realignment #2

FY21 Budget Realignment #3

Initial Approved Realign #2
Description Total Addition
1) (2)

CONTRACTS
A. Legal Proviso - Professional Services $ 1,048,000 $ 250,000
B. Media Buy/Contract - Media buyer contract includes $ 124,000 $ -
Merrie Monarch $25k, KS Song Contest $10k, Hokus $10k,
civic engagement $20k, advocacy initiatives $20k + New
Strategic Plan $39k
PROGRAMS
C. Media Buy/Contract - Keiki Hula $ 25,000 $ -
E. Contract - Ka Wai Ola - Production & Delivery $ 356,664 $ -

Grand Total - Contracts| $ 1,553,664 $ 250,000

Footnotes:

[a] - Increase beneficiary and issue (e.g., water, land, iwi kupuna) supports

(a]

Approved BAE-RM BAE-RM BAE-RM Realign #3 Realign #3 Proposed (Post)
Realignment #2 #21-01 #21-01 #21-03, 04, Adjustments Request Realignment #3
B=0+@ 4 (5) (6) @) (8) = (4+5+6+7) ®=03)+(@®
$ 1,298,000 $ - 1,298,000
$ 124,000 $ - 124,000
$ 25,000 $ - 25,000
$ 356,664 $ - 356,664
$ 1,803,664 | $ - - | $ - | $ - | $ - 1,803,664
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PHONE (808) 594-1888
Committee on Resource Management

Trustee John Waihe‘e IV, A¢-Large - Chair
Trustee Luana Alapa, Moloka‘i / Lana‘i - Vice Chair
Members

Trustee Leina‘ala Ahu Isa, At-Large - .
Trustee Dan Ahuna, Kaua'i / Ni‘ihau STATE OF HAWAT'l

Trustee Kaleihikina Akaka, O‘ahu OFFICE OF HAWAIIAN AFFAIRS

Trustee Keli‘i Akina, At-Large
Trustee Brendon Kalei‘@ina Lee, At-Large
Trustee Carmen Hulu Lindsey, Maui

Trustee Keola Lindsey, Hawai‘i Island MEETING OF THE
COMMITTEE ON RESOURCE MANAGEMENT (RM)

DATE: Tuesday, May 25, 2021

TIME: 1:30 p.m.

PLACE: Virtual Meeting

Viewable at www.oha.org/livestream OR
Listen by phone: (213) 338-8477,
Webinar ID: 941 3011 4084

FAX (808) 594-1865

Due to the threat of COVID-19, Governor Ige issued the recent Emergency Nineteenth
Supplementary Proclamation dated April 9, 2021 that suspends parts of Hawai‘i Revised Statutes
Chapter 92, Public Agency Meetings and Records to, among other things, enable boards to conduct
business without any board members or members of the public physically present at the same
location.

The OHA Board of Trustees and its Standing Committees will hold virtual meetings until further
notice. The virtual meetings can be viewed and observed via livestream on OHA’s website at
www.oha.org/livestream or listen by phone: (213) 338-8477, Webinar ID: 941 3011 4084

AGENDA
I. Call to Order

II.  Public Testimony on Items Listed on the Agenda*

(Please see page 2 on how to submit written testimony or provide oral testimony online.
Oral testimony by telephone/landline will not be accepted)

III.  Approval of Minutes
A. April 20,2021
B. May 11, 2021
IV. Unfinished Business — None
V. New Business

A. ACTION ITEM RM #21-06: Approval of FY21 Budget Realignment #3 —
Core (Personnel and Non-Personnel) and Non-Core Budgetst

B. Workshop:  T-Trustee Level Draft Policies related to Endowment Strategy:
Endowment Investment Policy, Spending Policy, Debt Policy; and
C-CEO Level Draft Policies related to Treasury Management

C. Workshop: Preliminary OHA Biennium Budget for the Fiscal Biennium Periods
2021-2022 (FY22) and 2022-2023 (FY23) — pre beneficiary sharing

VI. Announcements
VII. Adjournment
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Workshop: TU, 5/25/2021

A

OFFICE OF HAWAIIAN AFFAIRS

Interoffice Memorandum

Date:

To:

From:

CC:

Subject:

May 21, 2021

Ke Kauhuhu Carmen Hulu Lindsey Ke Kua Luana Alapa

Ke Kua Leina‘ala Ahu Isa Ke Kua Brendon Kalei“aina Lee
Ke Kua Dan Ahuna Ke Kua Keola Lindsey

Ke Kua Kaleihikina Akaka Ke Kua John Waihe‘e IV

Ke Kua Keli‘i Akina
Sylvia M. Hussey, Ed.D., Ka Pouhana, Chief Executive Officer

Casey K. Brown, Ka Pou Nui, Chief Operating Officer

Ramona G. Hinck, Ka Pou Kihi Kanaloa Wai, Chief Financial Officer

Ryan H. Lee, Pou Kako o Mahele Kumupa’a Kiaikawa, Interim
Investment Manager

Workshop: T-Trustee Level Draft Policies related to Endowment Strategy:
Endowment Investment Policy, Spending Policy, Debt Policy; and C-CEO Level
Draft Policies related to Treasury Management — Transmittal Memo

Attachments: (A) — Trustee-Level Fiscal Policies Permitted Interaction Group Report, October

2020; (B) — OHA Policies (draft) Summary Points; (C) T-Level DRAFT
Endowment Investment Policy; (D) — T-Level DRAFT Endowment Spending
Policy; (E) — T-Level DRAFT Debt Management Policy; (F) — C-Level
Treasury Management Policies; (G) — Current Fiscal Policies; and (H) — Debt
Management Policy and Implementation Procedures - 2019

l. Purpose and Background

The purpose of this memo is to transmit to the Board of Trustees (BOT) workshop materials
agendized as follows for the Tuesday, May 25, 2021 Committee on Resource Management
meeting: Workshop: T-Trustee Level Draft Policies related to Endowment Strategy:
Endowment Investment Policy, Spending Policy, Debt Policy; and C-CEO Level Draft Policies
related to Treasury Management.

At the May 6, 2021 Board meeting, a proposed OHA Policy Framework was presented by
Administration and discussed. The figure on the next page illustrates the proposed policy

framework.
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Workshop: T-Trustee Level Draft Policies related to Endowment Strategy:

Endowment Investment Policy, Spending Policy, Debt Policy; and C-CEOQ Level Draft Policies
related to Treasury Management — Transmittal Memo

May 21, 2021

Page 2

I1. Trustee Level Fiscal Policies Permitted Interaction Group Report, October 2020

Attachment A is the Trustee-Level Fiscal Policies Permitted Interaction Group (PIG)
Report as delivered to the BOT in October 2020. Consistent with the recommendations
from the Land and Commercial Property (LCP) PIG report delivered in April 2021

E. Recommendations re: Other Fiscal Policies
The following recommendations are made by the Permitted Interaction Group:

1. Acknowledge the distribution of the Permitted Interaction Group re: the investigation of the
development of specified T-Level Trustee policies for OHA s Board Governance Framework
report at the October 22, 2020 Board meeting, with no discussion or action needed at the October
292020 Board meeting (Appendix F); and

2. Direct Administration to utilize the report to bring policy recommendations forward to the
Board.

Because of the LCP PIG report recommendation, Administration utilized the report to
bring forward the draft policies in the workshop.

L Action Item BOT #21-04: Accept the Report of the Land and Commercial Property Permitted Interaction Group,
April 15, 2021
Page 2
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Workshop: T-Trustee Level Draft Policies related to Endowment Strategy:

Endowment Investment Policy, Spending Policy, Debt Policy; and C-CEOQ Level Draft Policies
related to Treasury Management — Transmittal Memo

May 21, 2021
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I11.  Workshop Materials: Attachments B to F

Administration recommends that the Trustees focus on the following Attachments for the
workshop:

e Attachment B — the workshop discussion information and prompt document that
Administration will facilitate the discussion from;

e Attachment C - T-Level DRAFT Endowment Investment Policy;
e Attachment D — T-Level DRAFT Endowment Spending Policy;
e Attachment E - T-Level DRAFT Debt Management Policy; and

e Attachment F - C-Level Treasury Management Policies.
All discussion prompts are contained at the bottom of each slide in Attachment B.

V. Reference Materials: Attachment G - Current Fiscal Policies

Attachment G presents the following current fiscal policies:
1. Native Hawaiian Trust Fund Investment Policy Statement, 2017;

2. Native Hawaiian Trust Fund Spending Policy, 2014, noting the Fiscal Reserve
Withdrawal Guidelines have been eliminated and replaced with the Fiscal
Stabilization Fund Policy, 2019;

3. Real Estate Vision, Mission and Strategy, 2007 — Under review by the April 2021
BOT authorized Land and Commercial Property Permitted Interaction Group (PIG);

4. Kaka‘ako Makai Policy, 2012, noting the policy has since been amended with the 3rd
amendment most recently approved in April 2021; and

5. Committee on Land Property and Property Guidelines, 2014 - Under review by the
April 2021 BOT authorized Land and Commercial Property Permitted Interaction
Group (PIG).

V. Referemce Material: Attachment H — Debt Management Policy Related Actions —
2019

Attachment H documents the Board action as a result of related work by Administration
and Board staff for the Debt Management Policy approved in May 2019, followed by the
implementation procedures in September 2019.

VI. Conclusion

As always, please feel free to contact Administration with any questions or additional
information needed before the workshop.
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OFFICE OF HAWAIIAN AFFAIRS

BOARD OF TRUSTEES

TRUSTEE-LEVEL FISCAL POLICIES
PERMITTED INTERACTION GROUP
REPORT

Presented to the Board of Trustees
October 2020
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WeRKRIHOPU ThJ25/2622021 ATTACHMENT A

. INTRODUCTION
The Board of Trustees (BOT) is responsible for setting Office of Hawaiian Affairs (OHA) policy and managing
the agency’s trust. OHA’s Administration is responsible for the operationalization of these policies. Action Item
BOT #20-05 was approved at the BOT meeting on September 10, 2020, which was formed to approve the
formation of a Permitted Interaction Group (PIG) to “investigate the development of T-Level policies for OHA’s
Board Governance Framework.” The expected end date of the PIG will be on November 3, 2020.

The Trustee (T) - Level PIG Report is a formal, approved document used to manage PIG execution. It documents
the actions necessary to define, prepare, integrate, and coordinate the various PIG activities. It is also the gateway
to request funding on a PIG and is a major go/no-go decision point. The major purpose is to provide a
comprehensive baseline of what has to be achieved by the PIG, how it is to be achieved, who will be involved,
how it will be reported and measured, and how information will be communicated. It should be used as a reference
for any decision that is made on the PIG to ensure that the management of the PIG is carried out consistently in
line with policy and procedures.

1. EXECUTIVE SUMMARY
A. PIG Purpose and Scope
The goal and purpose of the PIG articulates the PIG to OHA’s ongoing work and strategic priorities. Development
of future policies is recommended to adhere to the scope as agreed to by the PIG team in the identification of the
policies outlined here and in the subsequent measures needed to take to maintain the policies. The planning work
assures Trustees and Administration staff the ability to maintain and grow its assets for programs related to the
betterment of the conditions of Native Hawaiians.

1. Goal/Purpose
There will be the creation of a unified policy framework of OHA BOT T-level fiscal policies that will assist the
Trustees in fulfilling their fiduciary duties in alignment with OHA’s mission of ensuring the long-term viability
of the Native Hawaiian Trust Fund and maintaining the principal while producing large, stable, predictable
spending for the betterment of present and future generations of Native Hawaiians.

2. Scope/Definition
OHA will have a central electronic location with all updated comprehensive T-level fiscal processes, policies,
and procedures, in the areas of Spending, Debt, Investments, Land Assets, and Economic Development that will
be comprehensive and in alignment with one another.

Additionally, to ensure the continuous maintenance of the T-level fiscal policies and procedures framework, a
compliance function, internal audit function, and training is recommended for Trustees, Resource Management
Committee leadership, Trustee Aides, and Administration.

B. Baseline Current State

The baseline current state of the PIG is the clearly defined starting point for the commencement of the PIG and
provides a fixed reference point to measure and compare the PIG’s progress against. This allows the PIG team to
assess the performance of the PIG over time. The baseline details the requirements of the PIG and seeks to
articulate the problem that the PIG is trying to solve. It is highly recommended that the PIG refers to this portion
of the report to ensure that the PIG team is actively engaged in meeting these requirements and rectifying the
problems identified in the current assessment of the baseline state. The PIG’s findings regarding current
assessments of the current baseline state are as follows:

e Some T-level financial policies that exist are in outdated forms, others that are contradictory, and
some remain non-existent
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The lack of a formal financial policy inventory promotes instability and lack of continuity causing a
continuous need to reinvent responses to recurrent issues

T-level financial policies and procedures do not clarify and crystallize strategic intent for fiscal
management

Boundaries are undefined and are often open to interpretation which creates confusion on actions the
Board and Administration may take

The existing T-level policies do not promote long-term and strategic thinking

The T-level financial policies do not manage risks of financial conditions

C. PIG Benefits and Drivers

Identified benefits that improve policy would make this PIG worthwhile. Identified benefits clearly articulate
the core need and reason for the PIG’s existence. Tracking the benefits that arise helps PIG members ensure that
they are in alignment with OHA’s organizational strategies and ensure that P1G controls focus appropriately on
achieving these end-goal benefits. These benefits should be considered in the performance of any possible
future PIG that may focus on the execution of plans articulated in this PIG.

1. Benefits
Promote strategic intent
Protect the assets of OHA
Manage the risk to the Native Hawaiian Trust Fund
Promote consistency amongst the BOT’s financial activities
Provide a governance framework for the BOT’s financial decision making
Avrticulate roles and responsibilities to establish operating standards and behavioral expectations
Ensure alignment with other existing OHA infrastructure
Ensure compliance with federal and state legal requirements and best practices

Drivers are defined as items driving the PIG to complete its work.

2. Drivers
OHA has faced continued criticism that its land management infrastructure is inadequate, unable to
support the agency’s growing portfolio, nor any future land involvements, despite an increasing demand
to develop its commercial real estate activities. Without improving its investment framework and
processes to ensure that it meets its fiduciary duties to beneficiaries, the Board will continue to lack
adequate investment or financial knowledge to properly oversee its trust investments. Without addressing
these issues, OHA’s current real estate portfolio will continue to be unbalanced if revenues generated
from its commercial properties are unable to offset expenses from legacy and programmatic land holdings.
OHA is particularly susceptible to audits that evaluate OHA’s fiscal policies which highlight inefficiencies
within its current fiscal processes, policies, and procedures. To avoid repeating these recurrent themes,
the BOT should actively ensure that objectives are aligned and that they proactively seek diverse
opportunities to increase revenues (e.g. real estate, intangibles, etc.) while maintaining their
constitutional and statutory obligations.
The BOT should dedicate itself to preserve the intergenerational equity of its assets despite turnover of
Trustees who have varying levels of fiscal and land management knowledge.
In a time of increased economic hardship for our beneficiaries, there is an increased need to explore
financial growth that will ensure funding for needed programs for our beneficiaries. These economic
hardships highlight an increased need to pursue more proactive funding measures such as Public Land
Trust (PLT) revenue.
Increased compliance with legal (statutory and regulatory) measures and best practices of similarly
situated trusts and other organizations is needed.
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e OHA’s Board Governance Framework and Strategic Plan provides opportunities for alignment
between these financial policies and new measures of governance reform.

D. PIG Stakeholders

PIGs are influenced by many stakeholders. Stakeholders are invested in the PIG as they will be affected by
decisions made by the PIG team at any point along the way; their input can directly impact the outcome of the
PIG. Stakeholders come with varied interests, perspectives, objectives, and other characteristics that play a role
in the PIG’s planning and executing processes. It is usually necessary and expedient to consider all PIG
stakeholders during the initiating and planning phases. The key benefit of engaging with stakeholders is that it
helps bring understanding to the complex subject matter of the PIG in the most effective way and identifies the
actions necessary to satisfy the varied interests, needs, and perspectives of all team members.

1. Internal Stakeholders
Board of Trustees
Chief of Staff to the Board of Trustees
Trustee Aides
Board Counsel
Resource Management (leadership and staff)
Chief Executive Officer
Chief Operating Officer
Chief Financial Officer
Land Director
Controller
Investments Manager
Commercial Property ManagerOHA Legal Counsel
Human Resources

2. External Stakeholders (as determined by the PIG)
e Professional Services (e.g. subject matter experts who are not employees of OHA)

o0 Financial consultants (e.g. money managers)

0 Policy consultants

o Other individuals/firms in selected financial sectors identified through the stakeholder analysis
workshops

o Portfolio governance committees

0 Voluntary Investment Advisory Committees

o Partners for future public-private partnerships for new economic development and real estate
ventures

o0 Philanthropy sector advisors

o Ali‘i Trusts and other Native Hawaiian serving organization

e Beneficiaries

E. Resources
PIG resources are the people, capital, and/or material goods required for the successful execution and completion
of the PIG. Commencement of the remaining work on the PIG is dependent on whether the BOT appoints a PIG
to execute the work as outlined in this report. Resources for PIGs can be determined at the time of a PIG’s
appointment.
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F. Communication Agreements
The PIG Communications Agreement facilitates PIG communication and expectations among all team members.
The PIG team developed appropriate approaches and planned for communications activities based on the
information needs of each stakeholder on this PIG and the needs of PIG members. The Agreements describe how
communications are planned, structured, monitored, and controlled. Some of the content from the Agreements
can be found below. To ensure successful internal communication, it is recommended that all team members and
assigned stakeholders follows the Communications Agreements outlined above to enable an efficient and
effective flow of information between the PIG team members and stakeholders assigned to work on the PIG team.

e Status updates are provided to the PIG Manager

e Documents, reports, and action items will be drafted by the PIG Manager and will be forwarded to the
PIG Sponsor for approval

e PIG communications include status updates and subsequent reports to both Administration and the
Trustees that are members of the PIG

G. Key Milestones
Key milestones provide for subsequent actions that need to be taken at the planning level (BOT) and execution
level (Administration) should the Trustees decide to appoint a future PIG.

1. Planning (BOT Actions):
The PIG outlined the subsequent steps that need to be completed by the BOT for the planning of this PIG to be
completed. The final PIG Report will be prepared for PIG Chair Lee by October 15, 2020 for presentation
before the full BOT at the following meetings:
e October 22, 2020 (PIG Report presented to the Board of Trustees. There will be no discussion at
this time.)
e October 29, 2020 (full and free discussion with Board of Trustees on PIG Report)

H. Risks of Not Continuing with the PIG

Risks are uncertain events or conditions that have a negative or positive effect on a PIG’s objectives. PIG members
sought to increase the likelihood and impact of positive events and decrease the likelihood and impact of negative
events. The PIG team identified potential risks, the probability that the risk event would occur, and the impact of
such risks should the risks have come to fruition. Monitoring these high probability, high impact risks ensure that
risks are mitigated throughout the work period and that issues that could jeopardize the future of the PIG’s
schedule, resources, or scope/quality of the work do not come to fruition. Below are three high probability, high
impact risks identified by PIG members:

e With a reorganization of the Board of Trustees, it will be important that the both the Chief of Staff of the
Board of Trustees and the Resource Management leadership and staff remain engaged in the progress of
the development of the fiscal policies and procedures since a change in board and/or committee leadership
will lead to a “learning curve” for those in potential new positions. This includes ensuring that BOT staff
prepare materials for comprehensive BOT workshops to discuss these policies in order to ensure Trustees
have the proper tools to make informed decisions on fiscal matters in alignment with their role as
fiduciaries and to secure commitments from trustees.

e The writing, drafting, and integration of these policies will not be enough to ensure the success of the PIG;
proper internal controls and a compliance monitor will be needed to ensure that OHA maintains its
commitment to a centralized inventory with updated, comprehensive, streamlined T-level fiscal policies
and related consistent practices to proactively manage risks.

e The Board currently does not have the subject-matter expertise needed in investment and fiscal
matters. The Board is obligated to follow The Uniform Prudent Investor Act (UPIA); therefore, the Board
must continue to rely on advisory committees that may assist them in evaluating the advice it receives
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from its money managers, investment managers, and policy consultants. As portfolio advisors to the BOT,
these governing committees must be given the proper deference and necessary consideration.

I. PIG Human Resource Recommended Estimates
The PIG team estimated the processes involved in planning and managing the recommended human resources
estimates needed for this PIG. All policies should be developed concurrently using different compositions of
teams with the proper subject-matter expertise. Upon completion of the policies and approval of these policies by
the BOT, the completion of other deliverables may be executed by Administration. It is recommended that the
rest of the deliverables should be developed subsequently using different teams with the proper subject matter
expertise.

Human Resources/Contractor/Staff Resource Estimates:
¢ PIG Management Deliverables — 6 months (suggested resource: PIG Manager)
e T-Level Fiscal Policies — 3 months
0 Spending Policy — 3 months
0 Debt Policy — 3 months
0 Investment Policies — 3 months
0 Land Assets Policies — 3 months
0 Economic Development Policy — 3 months
e T-Level Fiscal Policy Procedures — 2 months (suggested resource: CEQO)
0 Spending Policy Procedures — 2 months
0 Debt Policy Procedures — 2 months
0 Investment Policies Procedures — 2 months
0 Land Assets Policies Procedures — 2 months
0 Economic Development Policy Procedures — 2 months
e T-Level Fiscal Policy Framework — 2 months (suggested resource: CEO, sub-deliverable owners:
CFOand IT)
0 T-Level Fiscal Policy Repository — 2 months
0 Project Portfolio Management framework for T-Level Fiscal Policies and Procedures — 2 months
e Compliance Function — 2 months (suggested resource: CEQO)
¢ Internal Audit Function — 2 months (suggested resource: CEO)
e Training Function — 2 months (suggested resource: CEO, sub-deliverable owners: HR and CC)

J. Quality Metrics
Quality Metrics provide detailed and specific measurements about the PIG and how its deliverables should be
measured. Metrics are consulted in the quality assurance process to ensure that the processes used will meet the
metrics. The deliverables or processes are measured to determine if the result is acceptable or if corrective action
or rework is required. The following are the key metrics that the team believes will define successful T-level
fiscal policies:

e One comprehensive and updated Debt Policy with complementary implementation procedures compliant
with legal requirements and aligned with various debt strategies that address core vs. non-core functions
and specify internal processes and responsibilities for obtaining debt approval from the board as well as
managing and monitoring approved debt

e Comprehensive and updated Investment Policies with complementary implementation procedures
developed for securities and real estate that identify realistic investment targets and manage financial
assets for active returns, favoring niche opportunities, and differential strategies, including Hawai'i direct
investment opportunities
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e Comprehensive and updated Land Asset Policies with complementary implementation procedures
provide for proper allocation of revenues from both its legacy lands and commercial properties to manage
commercial real estate primarily for long-term returns from lease rents, create value through asset
management, and planning within OHA’s Strategic Plan

e One comprehensive and updated Economic Development Policy with complementary implementation
procedures that have unified objectives to promote opportunities that provide for an increased generation
of revenues with due diligence

e One Spending Policy with complementary implementation procedures that are in alignment with the
Board governance framework and identify core and non-core functions, resolve conflicting spending
policy objectives, discuss the need for and role of reserve funds, and resolve comingling of funds

K. Procurement Needs
No procurement need was identified.
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THE OFFICE OF HAWAIIAN AFFAIRS NATIVE HAWAIIAN TRUST FUND

STATEMENT OF INVESTMENT OBJECTIVES AND POLICY

Section 1. Introduction and Purpose

1.1 Introduction

The Investment Policy Statement governs the investment of assets held in the Office of Hawaiian
Affairs Native Hawaiian Trust Fund (the “Endowment Fund" or “Fund”) which comprises of both
Financial Assets and Hawai‘i Commercial Real Estate. This statement (represents the Office of
Hawaiian Affairs Board of Trustees’ (BOT) philosophy regarding the investment of the Endowment
Fund’s assets and is effective until modified. It is also intended that, the investment policies be
sufficiently specific to be meaningful, but adequately flexible to be practicable.

1.2 The Trust

The Office of Hawaiian Affair’s(OHA) mission is to malama (protect) Hawai'i's people and
environmental resources and the Trust Fund's assets, toward ensuring the perpetuation of the culture,
the enhancement of lifestyle, and the protection of entitlements of Native Hawaiians, while enabling
the building of a strong and healthy Hawaiian people  and nation, recognized nationally and
internationally. The overall goal is to provide superior investment returns to sustain the beneficiaries in
perpetuity and to uphold OHA’s mission.

1.3 Purpose of the Investment Policy-Statement.

In keeping with the fiduciary-requirements and obligations of all parties involved in managing the
Endowment Fund under existing Federal and State laws, the purposes of this Policy Statement (the
“Statement”) is to document the investment management process by:

a. Identifying the key roles and responsibilities relating to the ongoing management
of the Endowment Fund

b. Setting forth an investment structure for the Endowment assets

c. [Establishing formalized criteria to measure, monitor, and evaluate the Fund’s
performance results regularly

d. ' Encouraging effective communication among all fiduciaries, including external
parties engaged to execute investment strategies

Page 2
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Section 2. General Objectives

2.1 Financial Objectives

a.

To provide permanent funding for OHA’s programs. This objective addresses the need to ensure
intergenerational equity by providing the same level of program support in the future as it provides
today.

To maintain the purchasing power of the Endowment after spending and inflation. The objective
of preserving purchasing power emphasizes the need to take a long-term perspective in formulating
spending and investment policies. Long-term perspective means investing for periods of 10 years
plus.

To provide a predictable and stable source of income for OHA’s programs. This objective is
achieved through the spending policy.

To provide a maximum level of return consistent with prudent risk levels. This objective assumes
the construction of a global, equity-oriented, diversified. portfolio coupled with active risk
management.

2.2 Spending Policy

The annual amount withdrawn from the Fund shall constitute no more than five percent (5%) annually of
the Financial Assets market value and the current year Net Cash Flow of Hawai‘i Commercial Real Estate
portfolio. The calculation of the maximum: withdrawal amounts is outlined in the Endowment Spending

Policy.
a.

b.

For Financial Assets — Rolling 20 quarter market average

For Hawai‘i Real Estate — Current year Net Cash Flow

2.3 Investment. Objectives

a.

Spending Requirement: Based upon the long-term spending policy, the Endowment must attain
an average annual real total return of 5% over the long term (CPI +5% objective). The real total
return is adjusted for inflation by the Consumer Price Index. Using the historical average inflation
rate of 2.0% implies a nominal total return hurdle of 7% to meet the spending requirement.

Policy Benchmark: The investment performance of the Fund will also be evaluated, on a risk-
adjusted basis, against an investable blend of market indices. Over the long-term, the Fund’s
diversification is expected to generate risk-adjusted returns that meet or exceed those of blended
market indices. This comparison is useful in evaluating how successfully the underlying strategies
have been implemented and the effectiveness of tactical departures from the strategic asset
allocation.

Page 3
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c. The investment performance of the Fund will also be evaluated against a secondary policy
benchmark consisting of a 70% equity and 30% bond blend of market indices. This comparison
is useful in evaluating the effectiveness of an active management program versus a passive
management approach.

d. It is recognized that the investment objective stated above may be difficult to attain over every
five years but should be attainable over a series of five- and ten-year periods.

Section 3. Investment Philosophy and Structure

3.1 Investment Philosophy

The investment of the Endowment Fund is based on a set of beliefsand practices:

a. Invest for the long-term
1. Preserve capital for use by future generations
Focus on asset allocation as the primary determinant of return
Avoid short-term speculative activity
Accept illiquidity if justified by higher alpha
Bias towards equity investments

AN

b. Build a well-diversified portfolio
1. Limit risk by combining uncorrelated strategies
Maintain meaningful exposure to major capital markets
Build concentrated positions where the conviction is high
Tilt towards value strategies
Employ fundamental research-driven and bottom-up strategies

ANl

c. Take advantage of global'market inefficiencies

1. _Invest primarily with active managers

2.% Use indexed and enhanced indexed strategies where appropriate

3. Incorporate investment ideas sourced through OHA Staff and Investment
Consultant

4." Focus resources on inefficient markets (e.g., venture capital, hedge funds,
emerging markets)

5. Manage the portfolio exposures actively in response to changing market
conditions

d. Hawai‘i Real Estate
1. Consistent with OHA’s Mission, values, goals, and resources
2. Generate sufficient economic returns to support spending contribution
3. It is expected that Hawai‘i Real Estate will remain a substantial portion of
the Endowment given OHA’s legacy and identity as a Native Hawaiian

Page 4
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organization.

3.2 Investment Management Structure

a. The Endowment is invested with external investment managers. External
investment management firms are selected based on factors including, but not
limited to the following:

Experience of key personnel and succession plan where appropriate

Consistency in investment approach

Effectiveness of decision-making process

Assets under management and plans for managing future capacity

Organizational structure including administration, back-office support, risk

management, and reporting

Firm’s ethical and financial viability

Performance record

Fees

Structural fit within the Endowment Fund

MR NS

Lo

b. The Endowment may also be invested internally in“passive equity and bond
indices through cash market securities or derivativeinstruments.

c. Equities, (including public and private global equity) Real Assets, Absolute
Return, and Fixed Income will primarily be managed separately. In the interest of
diversification, the equity portion:of the.portfolio will be placed with managers
who have distinct and different investment philosophies. The investment
managers have the discretion to manage the assets in their portfolios to best
achieve the investment-objectives and requirements outlined in this policy
statement and their investment guidelines.

d. Hawai‘i Real Estate represents OHA s directly owned Commercial Real Estate
holdings that are economically focused.

Section 4. Roles and Responsibilities

Key responsibilities in the oversight and management of the Endowment Fund are as follows:
a.  Trustees. The Trustees shall carry out their fiduciary responsibility for the Endowment Fund by:

1. Setting broad direction and policy, including approving asset allocation targets and ranges,
Benchmarks, Spending Policy, and other guidelines for management.

2. Ensuring the Endowment Fund management is appropriately resourced.

3. Monitoring and evaluating overall investment results, taking into account the effect of fees
and expenses.

Page 5
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Delegate authority to the CEO to manage the Endowment Fund due to the necessary high
level of knowledge and expertise required. This includes appointing the custodian,
consultant, investment managers, and Investment Advisory Committee (IAC) members,
and hiring and terminating external investment managers.

Trustees are responsible for obtaining and maintaining the necessary training and education
required to carry out his/her duties at OHA. Trustees may be required to travel to industry
conferences and participate in educational forums as opportunities arise.

b. Management

1.

For Financial Assets, OHA chooses to utilize external investment managers. -Internal
management shall formulate and implement the overall strategy, select and monitor
external investment managers, monitor the portfolio‘s risk and return; and rebalance the
asset allocation within approved guidelines. Internal management will also leverage the
expertise of OHA’s Investment Advisory Committee and.external investment consultant.

For Hawai‘i Commercial Real Estate, OHA chooses to utilize internal management of the
assets. Management shall formulate and implement an overall strategy incorporating both
economic and cultural focus. Internal management will also leverage the expertise of
OHA'’s Real Estate Advisory Committee andexternal real estate consultant.

For investment accounting, custody, and performance measurement, OHA shall utilize a
Master Custodian Bank overseen by ‘the Chief Financial Officer who will also be
responsible for real property valuations and. the transfer of funds to affect investments and
fund OHA’s Operations.

Throughout the Endowment, management shall undertake prudent due diligence when
making new investment decisions and-document research and analysis.

The investment staff'should receive the necessary training and education required to carry
out its duties. It may be necessary for investment staff to travel to industry conferences
and participate in educational forums as opportunities arise.

The duties of the.CEQ, OHA staff, Investment Advisory Committee, and Investment
Consultant will be further outlined in the OHA Native Hawaiian Trust Fund Operational
Procedures.

Section 5. Asset Allocation and Guidelines

5.1 Portfolio Composition and Asset Allocation

To achieve its investment objective, the Endowment Fund will be divided into three broad categories:
Capital Appreciation, Capital Preservation, and Hawai‘i Real Estate. These three categories may be
broken into more specific capital market asset classes as defined in the Strategic Asset Allocation.

a. Capital Appreciation: The purpose is to provide the capital growth that will enable the
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Endowment to meet its spending requirements, while at the same time preserving the purchasing
power of the Endowment Fund for future generations. The strategy consists of an integrated blend
of global developed and emerging markets equity, real assets, and opportunistic investments (eg.
Credit). It is recognized that these strategies entail the assumption of greater market variability
and risk.

Capital Preservation: The purpose is to provide liquidity in support of spending and capital
commitments; a deflation hedge; and to reduce the overall volatility of the Endowment. Two
broad strategies are employed in the Capital Preservation allocation — absolute return and fixed-
income investments.

Hawai‘i Real Estate: The purpose is to create financially viable Hawai‘i Commercial Real Estate
holdings while also protecting and preserving Hawai‘i lands and their cultural significance.
OHA'’s Hawai‘i Commercial Real Estate portfolio will seek to generate a total return (Income and
Capital Appreciation) to meet its spending requirements while also preserving the purchasing
power for future generations. OHA will make capital investments.to enhance, maintain, and
protect existing improvements on its Hawai‘i Real Estate holdings and consider real estate
acquisitions where compelling and for strategic reasons: OHA will favor the sale of the building
improvements while maintaining ownership of the underlying land, but will also consider land
sales for residential use, non-strategic areas, or for.community benefit.

There is no specific asset allocation to Hawai‘i Commercial Real Estate, however, asset
allocation concerns will weigh into consideration when evaluating any other capital investments.

The policy portfolio is structured using long-term targets and ranges. The target asset allocation
reflects the long-term risk and return objective-of the Endowment and establishes a normative
allocation against which shorter-term asset allocation decisions can be gauged. Ranges allow for
tactical shifts among asset classes in response to the changing dynamics in capital markets. Wider
ranges facilitate rebalancing and the active management of risk at the total portfolio level.

5.2 Strategic Asset Allocation (draft, update with new proposal)

Page 23

Asset Class Portfolios Maximum | Minimum | LOR&-term e
Target
Capital Appreciation
Developed Markets Equities 559% 229, 45% MSCI ACWI(net)
Global Real Assets 11% 0% 5% Blended BM
Private Equity & Venture 25% 0% 15% MSCI ACWI +3%
Opportunistic 10% 0% 5%
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Total Capital Appreciation

70%

Blended BM

Capital Preservation

Absolute Return

25% 5% 18% 3-Month T-Bills + 4%
US Fixed Income 25% 8% 12% Bloomberg US Aggregate
Total Capital Preservation 50% 12% 30% Blended BM
Hawai‘i Real Estate (Total Return)
Hawai‘i Real Estate CPI +5%

5.3 Rebalancing

OHA rebalances its Financial Assets to maintain its allocation.within defined ranges. The primary purpose
of rebalancing is to ensure that the Fund's actual asset'allocation does not drift too far from the strategic

asset allocation.

6.1 Risk Management Policy

Section 6. Risk Management

a. Risk management policy is designed to ensure that there are risk control measures in place to
identify; monitor, and manage the level of risks and to balance the long-term expected risk and
return.objectives of the Endowment investment portfolio. The purpose of this policy is not to
eliminate risks, but to understand the risks through the implementation of disciplined processes and

procedures.

b. Risk is managed primarily through diversification. The Endowment Fund will be diversified both
by asset class (e.g., developed and emerging markets equities, real assets, opportunistic
investments, absolute return, bonds, and cash equivalents) and within asset classes (e.g., within
equities by country, economic sector, industry, quality, and size). The purpose of diversification is
to provide reasonable assurance that no single security or class of securities will have a
disproportionate impact on the Endowment.
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Derivatives may be used to adjust exposures within or across the portfolio to improve the risk/return
profile and rebalance the Financial Assets portfolio.

d. Aggregate portfolio risk is managed to minimize uncompensated, unanticipated, and inappropriate
risks. Both quantitative measures and qualitative judgment will be used in assessing and managing
risk.

6.2 Risk Guidelines
a. The Endowment Fund will be monitored quarterly for adherence to the following risk guidelines.
A breach in a guideline triggers a written notification from the internal staff to the CEO. It is
recognized that market conditions and/or illiquidity of the underlying securities may preclude an
immediate rebalancing of the portfolio. Risk control exception reporting will be provided to the
BOT as part of its quarterly investment performance report which, specifies the actions, if any,
needed to bring the Endowment Fund into compliance.
b. Concentration: Maximum portfolio weights:
1. 10% in single manager (excluding Fixed Income)
2. 25% in individual countries outside the U.S:
3. 30% in one market sector

c. Liquidity:

1. Quarterly: 25% of the Endowment’s Financial Assets convertible to cash

2. Annually: 40% of the Endowment’s Financial Assets convertible to cash

3. Unfunded capital commitments plus current exposure to private investments limited to one
half (50%) of the Endowment’s Financial Assets

Section 7. Investment Guidelines

7.1 Guidelines for Capital Appreciation

a.

Includes growth-oriented strategies which are managed in an integrated manner to meet the long-
term spending objectives of the Endowment and sustain the portfolio in perpetuity.

The objective is to outperform, net of fees, a representative risk-adjusted blend of market indices
that reflect the strategic asset allocation of the Capital Appreciation portfolio. Also, performance
on each sub-category will be monitored against the average return of a universe of active managers
and/or fund-of-funds. The performance will be monitored regularly and evaluated over rolling five-
and ten-year periods.

In recognition of the increasing correlation among asset classes, the Capital Appreciation strategies

represent a market-oriented mix of global developed and emerging markets equity, real estate,
commodities, venture capital, private equity, and opportunistic investments such as credit

Page 9
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securities. (Note: Hawaii Direct Investments (other than HIRE) can be included as part of the
Private Equity allocation rather than a dedicated allocation)

Strategies will be broadly diversified by country, economic sector, industry, number of holdings,
number of managers, and other investment characteristics. To achieve its investment objective, the
Capital Appreciation strategies may contain a mix of actively and passively managed strategies.
Direct and derivative investments, commingled funds, private limited partnerships, and fund-of-
funds may be used.

The investment managers employed will have broad discretion on decisions related.to individual
country and security selection, security size and quality, number of industries and holdings, proxy
voting, current income levels, turnover. The usual standards of fiduciary prudence set forth in this
policy statement and individual investment management agreements and guidelines,apply.

If allowed under their investment guidelines, managers may at ‘their discretion hold investment
reserves of either cash equivalents or bonds. Derivatives may/beused to' manage certain exposures
such as currency or market risk if so, specified under individual investment manager guidelines.

7.2 Guidelines for the Capital Preservation

a.

The Capital Preservation strategies provide liquidity to meet-current spending needs and stability
to protect capital in down markets.

The objective for the Capital Preservation strategies is to outperform, net of commissions and fees,
a blend of market indices that reflect the strategic asset allocation of the Fund. The performance
will be monitored regularly and evaluated.over rolling five and ten-year periods.

The Absolute Return strategy will favor investments with a low correlation to broad equity markets.
Implementation will be made through direct investments, limited partnerships, or fund-of-funds.

The Fixed Income<strategy may  contain money market instruments, domestic and foreign
government bonds, andsother-high-quality investment vehicles with risk/return characteristics
consistent with the investment objectives of the Capital Preservation Fund. Derivatives may be
used to manage certain exposures if so, specified under individual investment manager guidelines.

Fixed income managers are expected to employ active management techniques, including maturity,
sector, and quality considerations. The implementation may also be achieved through passive
indices, commingled funds, limited partnerships, and fund-of-funds.

7.3 Guidelines for Hawai‘i Real Estate

Hawai‘i Real Estate strategies seek to create financially viable properties owned by OHA focusing
on total return to return to meet current spending needs.

The objective for Hawai‘i Real Estate strategies is to outperform, net of commissions and fees, a

blend of real estate indices that reflect the holdings of the Fund. The performance will be monitored
regularly and evaluated over rolling five and ten-year periods.

Page 10
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c. All direct investments should demonstrate the ability to generate current income and capital gains
consistent with the asset class benchmark index and Fund’s long-term objective.

d. Only economical Hawai‘i Real Estate Property is included in the Endowment.

e. OHA may finance the real estate acquisition or development with a mortgage. The property may
be pledged as collateral under a non-recourse structure to OHA. Any amount of recourse back to
OHA, including an OHA guarantee, will be considered a use of capital and therefore be subjected
to the OHA’s Debt Policy.

f. The market valuation of corporate real estate is determined by biennium(annual?) appraisals
conducted by a reputable independent appraisal firm and that value will be utilized until the next
appraisal. Before the first appraisal, the market value of the asset is assumed to equal its acquisition
cost.

7.4 Guidelines for Transactions

a. As a general guideline that should apply to all assets,managed, transactions should be entered into
based on best execution, which is interpreted normally to mean best-realized price.

7.5 Prohibited Investments (OHA’s ESG Goals? )

a. While fiscal goals are of central importance, due consideration shall be given to the degree of
corporate responsibility exercised by the.companies in which investments are made.

b. Direct investment in tobacco companies is prohibited.

c. Direct investment in.coal companies whose principal business is the mining of coal for energy is

prohibited.

7.6 Derivatives Policy

Derivatives policy applies to all investments except for those permitted in external investment funds.

a. Investments in derivatives shall not create a leverage effect on portfolio returns and must be
consistent with the asset class they are in.

b. "OHA staff will be required to report periodically (at least annually) to the BOT on their use of
derivatives for any purpose and to assure compliance with this Policy.

Page 11
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Section 8. Monitoring of Objectives and Results

8.1 Monitoring of Objectives and Results

a. All objectives and policies are in effect until modified. The Resource Management Committee
with advice from the CEO will review these periodically for their continued appropriateness. It is
anticipated that changes to the asset allocation targets and ranges will be made infrequently.

b. The Endowment portfolio will be monitored continually for consistency in investment philosophy;
return relative to objectives; and investment risk as measured by asset concentrations; exposure to

extreme economic conditions; and market volatility.

c. Internal staff will review individual managers as needed to confirm that performance expectations
remain in place, and make recommendations, as needed.

d. The performance and portfolio activity will be reviewed at least annually by the Board of Trustees

and with the Resource Committee every quarter. Results will be evaluated over longer time frames
including the inception period, rolling five- and ten-year periods,.and complete market cycles.

Section 9. Standards ef Care

9.1 Board of Trustees and OHA Staff

The standard of care applied to the BOT and'OHA internal staff assigned to the Endowment Fund shall be
the "prudent person” standard, defined as follows: "Investments shall be made with judgment and care,
under circumstances then prevailing; which.persons of prudence, discretion and intelligence exercise in the
management of their own affairs, not for speculation, but for investment, considering the probable safety
of their capital as well as the probable income to be derived." The BOT may rely upon the expert advice
and counsel of its external providers to satisfy the “prudent person” standard provided the BOT has
established adequate.controls and-fulfills its oversight responsibilities regarding the external providers as
outlined in this Statement.

9.2 Code of Ethics
Trustees; officers, and employees shall abide by the Standard of Conducts established under Chapter 84 of
the Hawai‘i Revised Statutes and the code of ethics stated in the OHA Bylaws and, where appropriate, the
OHA Employee Handbook and the BOT Executive Policy Manual. The main points of the code are:
a. Trustees and employees involved in the investment process shall refrain from personal business
activity that could conflict with the proper execution and management of their investment program,

or that could impair their ability to make impartial decisions.

b. Trustees and employees shall conduct themselves so as to avoid even the appearance of any illegal

Page 12

Page 28 ATTACHMENT C - 12



Workshop: TU, 5/25/2021 ATTACHMENT C
THE OFFICE OF HAWAIIAN AFFAIRS NATIVE HAWAIIAN TRUST FUND

STATEMENT OF INVESTMENT OBJECTIVES AND POLICY

or unethical conduct and shall at all times do their utmost to carry out their duties with courtesy
and in a professional manner.

c. Trustees and employees should exclude themselves from discussions and/or votes the results of
which would or could affect that person’s immediate family, or any other entity in which that person
has an ownership or other financial interest.

d. Trustees and employees involved in the investment process shall disclose any material interests in
financial institutions with which they conduct business. They shall further disclose any personal
financial/investment positions that could be related to the performance of the investment portfolio.

e. Trustees and employees shall disclose before the discussion of the issue any. conflict or possible
conflicts of interest and shall recuse himself/herself from participating in any discussion, vote, or

decision making on the matter.

9.3 External Providers

The standard of care applied to all external providers shall be as set forth in the agreement. Investments
shall be managed with the care, skill, prudence, and diligence, under the circumstances then prevailing, that
a prudent person acting in a like capacity and familiar with such matters would use in the conduct of an
enterprise of a like character and with like aims".

Appendix. Definitions

Add Definitions here
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. PURPOSE

The purpose of the Endowment Spending Policy is to establish guidelines to meet the long-term viability
of the Office of Hawaiian Affair's (OHA) Native Hawaiian Trust Funds (“Endowment”). The
Endowment Spending Policy determines the annual flow of funds from the Endowment to the operati

budget.
%
<O

Il. OBJECTIVE

The primary objective of OHA‘s Endowment Spending Policy is to achieve a praper balance between
the present and future needs of the organization. A well-designed spending policy balances the two
principal goals of Endowment management: E )
1. Providing a stable flow of funds to meet the operating needs over the short-term to provide
resources to this generation.
0 QY

2. Maintaining the purchasing power of the Endowment over the long term, ensuring OHA will be
able to provide adequate resources to future generations.\)

I1l. SPENDING POLICY s
Consistent with the overall investment goal @ndowment, the following spending rates, and

distribution rules are set forward using a i spending methodology.
néii)

A. The formula for determinin | spending withdrawals and the mechanics of its

implementation are as foll

previous 20 quar

;uq:f;‘r
rcial Real Estate — Current Net Cash Flow

2. Hawaii q%ns
B. Funds ave om other sources such as Ceded Land Revenues and State of Hawaii General
oiAncluded in this spending formula.

1. Financial Assets — ,E: five percent (5%) the average market value of the

Fun@%7V
C. The Endowment Portfolio will make quarterly distributions on its stated spending policy.

/

D(%e Board of Trustees determines the upper threshold for the development of a biennium budget
(Up to 5%), which is revisited during the supplemental year to correct any upward or downward
adjustments in accordance with the actual spending policy formula. During the development of a
biennium budget, only the first fiscal year can utilize actual figures with the second year requiring
the OHA Administration to “estimate" the market value of the upcoming four quarters based upon

Q financial projections.

Endowment Spending Policy Pagel
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IV. POLICY REVIEW

A. The Endowment Spending Policy will be reviewed at least every two years or as recommended
by the Chair of the Resource Management Committee.

B. Modifications to the Endowment Spending Policy must meet requirements as provided by{the
then-current By-Laws. Any modification or exceptions to OHA's Spending Policy shall redqth

six (6) votes and two (2) readings at the Board of Trustees level and require wdue
diligence to be conducted.

Endowment Spending Policy Page2
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Appendix: DEFINITIONS.

To further clarify the spending policy, the following definitions are used:

5(f) funds that are subject to OHA's Native Hawaiian Trust Fund investment policy.

B. The Endowment Fund. Includes all investment assets of OHA, on a fully cm ted basis
including Financial Assets and Hawaii Commercial Real Estate. The  En ent Fund
excludes OHA’s operating assets, operating cash, assets of supﬁéabsidiaries, and

A. Native Hawaiian Trust Fund (NHTF) is defined as all Public Land Trust revenue ema;%n\g)rém

conservation lands. The Endowment Fund also excludes furniture, fi uipment, assets
indirectly used by OHA-sponsored programs, operating reserve funds other reserve funds
that may be established from time to time. Q

€

C. Net Cash Flow — Net cash flow can be determined using the Qs t operating income (NOI)

, and capital expenditures.

less debt service payments, tenant improvements, leasing con]%'

D. Spending Rate is the percentage (%) applied to the avera
amount.

rket value to determine the spend

E. Annual Spending Withdrawals defined as the & amount authorized to be budgeted from

the Native Hawaiian Trust Fund in one fiscal ye

F.  Moving Average Rule - to spend a fixed e e of the average Native Hawaiian Trust Fund's
average market value (e.g., spend 5.0% t% grage market value of the previous 20 quarters).

G. Annual Ceded Land Revenues — r% e $15.1 million (fifteen million one hundred thousand
dollars) annual revenues receiv he state of Hawaii as of the fiscal year 2006-2007, or
including any adjustments.

H. State of Hawai'i Gener appropriations are determined by the Legislature during each
Biennium and are spent fﬁxas cific purpose.
S

I.  Average Market V all be computed quarterly based upon the monthly statements received
from OHA's CL@:\ Record, the average shall be computed from the most recent 20 quarter

period endin rch 31st, fifteen months prior to the start of the budget on July 1.
J. PublicL st Revenue - emanating from 5(f) funds that the State of Hawai'i remits to the
Office of Mawaiian Affairs.

K. S‘SQJMJS - refers to Section 5(f) of the State of Hawai'i Admissions Act.

Endowment Spending Policy Page3
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DEBT MANAGEMENT POLICY (DRAFT)

Section 1. Purpose & Objectives

4

Purpose i\)

The purpose of this Debt Management Policy (“Policy”) is to ensure that a issuances
undertaken by the Office of Hawaiian Affairs (“OHA”) are completed ir@‘De fiCient manner
and accordance with best practices.

Objectives Q%

a. To provide principles to the use of debt to support O %source needs.

b. The Debt Policy should be synchronized with pend Policy and Endowment
Fund Investment Policy.

c. To provide guidance on debt issuance, str , and management to achieve the lowest
overall cost of capital over the long terx acceptable risk parameters.

d. To provide a specific limit for % to the Endowment Fund Value ratio and
additional guidelines for other fi falratios.

e. To provide guidance for Oc/: maintain an acceptable creditworthiness rating that
permits OHA to use d ufficient amounts at reasonable rates and borrowing

NS
O

QQ
Q& ’ Section 2. Policy

icy

covenants.

It is the policy of the Board to adhere to prudent financial management practices and commit
to long-term capital and financial planning. This Policy will enable OHA to foster
consistency and optimize the use of its limited resources to meet its long-term capital needs.

OHA believes that debt is an equitable means of financing projects and represents an
important means of meeting fiscal responsibilities. Adherence to a policy is essential to

2
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ensure that OHA maintains a sound debt position and protects the credit quality of its
obligations.

OHA intends to use debt efficiently to maximize the delivery of projects within acceptable
levels of risk, balancing obtaining the best possible credit ratings, minimizing interest costs,
and optimizing future flexibility.

A. Principles and Purpose of Debt \) Y

OHA shall not incur debt that is more than necessary to fund the OHA pr; %r purpose
for which the issuance was approved and any associated financing ¢ ts bt proceeds
should be secured as close to the date of expenditure as possible u re are practical
reasons to issue sooner, in which cases such reasons sho documented and
approved by the Board.

Debt should improve OHA’s net worth or help to e value including cultural
value. Additionally: %’

financial risk. OHA should not take t without a repayment solution that is

1. OHA should not issue debt that it can o&pay or that causes it to incur undue
consistent with its spending and %al policies and its budget.

t only for financial gain. Prior to incurring
alternatives where its assets and portfolio are
verage its assets wisely by using debt strategically

debt, OHA must consider fi
not totally at risk. OHA sho
and prudently.

3. A rigorous due d&@e analysis should be conducted prior to issuance of debt,
including the f future budgets, sufficiency of revenues dedicated to debt
service or gperating costs of capital assets, and impact on the ability to provide
future s %'

4. Deb A Programs and the Endowment Fund should be considered, planned,
and cooydinated together from an enterprise perspective given that they both have
ery’similar implications for increasing the risk vs. return profile.

The most common form of debt in the endowment would be to use leverage for

commerual real estate projects and/or to lever up the financial assets’ portfolio
using financial derivatives products.

Q 6. The most common scenario for mission debt involves OHA borrowing to build,
renovate, or purchase a facility for program use.
7. Implicit commercial real estate debt that OHA may cure will be treated as explicit
debt for purposes of calculating the Debt to Endowment Fund Value ratio.

8. Debt in Financial Assets will only be used primarily for short-term asset allocation
rebalancing.
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B. Financial and Credit Limitations

In conjunction with this Policy, OHA will undertake a Debt Affordability Study
(“Study”) every two years to optimize the use of limited debt capacity while meeting
public spending goals and to ensure the prudent use of debt, and preserve future debt
capacity. The Study analyzes the OHA’s debt profiles and presents relevant financial
metrics to assess debt affordability. Before the issuance of any new debt, the analysis
and recommendations of the most recent Study should be considered. The finanm’%‘nd
credit impact of new debt must be evaluated, such that OHA will not issue debt that it
cannot repay or that causes it to incur undue financial risk. ,@

<

| T =

Section 3. Key Ratios & Gwdell@
N

Key Ratio ‘:\é
The ratios are consistent with the meas d by rating agencies in measuring an

institution’s financial strength. OHA a debt limit using the Debt to Endowment
Fund Value Ratio and use othe as guidelines for prudent management.
Management will regularly mom@ following ratios to ensure that OHA continues
to operate on a strong flnanC|aI asis-and maintain its ability to receive a favorable credit

rating.

Guidelines Q

Debt to Endow@ nd Value: <20%

Debt Serwce% rations: < 8%
Variable Debt Allocation: < 30%

Eaché%se ratios is briefly explained below:

Endowment Fund Value

6 Debt to Endowment Fund Value = Total Qutstanding Debt

This ratio measures the availability of OHA’s Endowment Fund Value to cover its debt.
The limit for this ratio is to be no more than 20%. At the time OHA is considering debt for
the institution, it should strive to keep the ratio below the guideline to hedge against the
potential negative effect on the financial statements during a downturn in the growth of the
endowment.
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Debt Service to Operations = Annual Debt Service
Total Revenue and Sources of Funds

The debt service to operations ratio measures the percentage of debt service to the total
revenue and sources of funds of the institution. By maintaining an appropriate propoftion
of debt service to total revenues and sources of funds, other critical and strate ié(isevds
can be met as part of the expense base. The guideline for this ratio is to be &;}eater
than 8%. This ratio indicates that OHA is not spending excessive am«%s of the

O
pos

operating funds for debt service instead of needed programs.

Variable Rate Debt Allocation = Variable Rate Debt
Total Debt

Fixed-rate debt provides more long-term interest rat
however, variable rate debt can be a desirable co
istypically at lower interest rates. The purpose ing a portion of variable rate debt for
capital purposes is to lower the overall costs rowing, however, it is recognized that
variable debt carries with it risk, therefore h ideline of no more than 30% of the debt
portfolio and should only be considered orough evaluation.

8@% 4. Issuance & Structure
0

4.1 Debt Issuance
’
a. Tax-exempt debt will be considered by weighing the potential savings from a lower cost
%ding versus the additional requirements, restrictions, and limitations.

@Jred debt should be considered as a possible method of reducing cost and limiting
Q risk and the pledged assets should align strategically with the financing purpose.

c. Method of Bond Sale

1. Bonds should be sold through a negotiated sale with a senior underwriter that is
selected through a Request for Proposal process.

%&I‘l’ty than variable-rate debt;
ent of a debt portfolio because it

2. A competitive sale may be considered if it is projected to produce an optimal result.

Private Placements may be considered if the size or structure of a transaction is not
appropriate for public issuance. Lower upfront costs of a private placement should
5
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be balanced with higher interest rates, counterparty risk, and covenants.

4. Bond issues will be coordinated to the extent possible so that multiple projects can
be accommodated in a single borrowing to reduce overall issuance cost per dollar
of debt issued.

4.2 Debt Structure

a. Fixed versus Variable Rate

1. Both fixed and variable rate debt should be considered based on their ass;@&d)costs,

risk, and flexibility.
2. To minimize the uncertainty of interest rate fluctuations, the vagfable“portion of the

OHA’s total debt portfolio should be managed. @
b. Amortization %

1. Varying Amortization types may be considered, includi vel, staggered or bullet,
depending on the projected availability of ca%' S to meet debt service

requirements, the relative shape of the yield cugv governmental restrictions.
c. Duration Matching

1. Duration matching should be used where%ible to reduce undue added risk to OHA
operations. The correlation of curre ing and temporary assets to shorter-term
floating rate debt could potentially: wer costs, while long-term debt could offer
lower interest rate risk for fixes with longer useful life expectancies.

d. Lines of Credit

1. Lines of credit can be Qtp assist with short-term cash management. Additionally,
dedicated lines of %O provide liquidity support for variable rate debt may be

considered. Q
e. Credit Enhancer@ S
1. Credite ents such as letters of credit and bond insurance may be considered

if the cost-effective, do not pose material credit risks, and do not place onerous
covengnts'on OHA,

f. D@ve Products
erivative products such as swaps, forwards, and options, and other hedging

@echniques such as caps, floors, collars, and rate locks, can be important interest rate

management tools, which when used properly, can increase OHA'’s financial

Q flexibility, provide opportunities for interest rate savings, and limit or hedge variable
rate payments.

2. Itisessential that the character and risk associated with these transactions be carefully
evaluated and clearly understood before entering into a debt-related derivative.

Page 38 ATTACHMENT E - 6



Workshop: TU, 5/25/2021 ATTACHMENT E

DEBT MANAGEMENT POLICY (DRAFT)

Section 5. Management

5.1 Management

a. Projected Spending
1. Monitored by OHA management. /{
2. Spending Decline Risk — the probability of a spending decline of morg@kﬁ% at

the end of 5 years. Q

3. Implied changes to spending given OHA’s 5% target spend rule<’~O

b. Projected Shortfalls
1. Monitored by OHA management. Q%

c. Compliance and Reporting
1. OHA will provide ongoing disclosure informati %ﬁaquired by State and Federal

including providing them with peri updates of OHA’s financial position as
appropriate.

d. Internal Controls C\O\

1. Adequately detailed accounti ecords will be maintained with all transactions

laws. %
2. OHA will maintain good communicatio%wi lenders and bond rating agencies,

properly accumulated, classified, and summarized in accounts.
2. Appropriate intern xternal reports will be issued as required.
e. Refunding and Rest ing
1. Periodic revi%,o all outstanding debt will be undertaken to determine refunding
opportupi

2. Refunding will be considered if there is a present value economic benefit on the
refinamced amount or if there will be material negotiation of financial or other
nants.

f. ulsiple facilities should be consolidated into longer-term fixed-rate obligations when
Q gBropriate.
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Section 6. Scope & Authority

6.1 Scope & Authority

The debt covered by this Policy is as defined in GASB Statement 88, namely: “[F]or this
purpose, debt is defined as a liability that arises from a contractual obligation to pay cash
(or other assets that may be used in lieu of cash) in one or more payments to settle an
amount that is fixed at the date the contractual obligation is established.” Debt incluﬁé,
but is not limited to, issuances under Hawai‘i Revised Statutes (“HRS”) section%&) and

10-23.

Nothing in this Policy is intended to supersede the requirements of Statge-or Qwal law,
including Article V11, sections 12 and 13 of the State Constitution, H@ ions 13(2) and
10-36, and HRS chapter 10, part Il. %

All debt is to be issued pursuant to the provisions, restrictio mitations of the State
Constitution, the HRS, the applicable provisions of the SL%' awai‘i Debt Management

Policy, applicable federal law, and other mandatory regu nts.

Section 7. Gov‘e%z%e
7.1 Governance %\Q

a. All debt limits must be approv
after recommendation by the

e Office of Hawaiian Affairs Board of Trustees

b. All significant debt issue
CEO and CFO.

c. Management will §®ompliance with all debt covenants.

be formally reviewed no less than every five years.

d. The debt policQ
e. Any excep@s the policy must require a memo detailing the rationale for Board
approval. ,

N

ing refunding or restructuring, must be approved by the
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Section 1. Introduction and Purpose

1.1 Introduction \
This document sets out the policies, practices, and objectives of the Office of Ha ffairs

(OHA) Treasury management activities, as approved by the Office of Hawa @)‘ Ifs Board
of Trustees’ (BOT), and is effective until modified. OHA maintains a cegitralized management

approach for all its banking and treasury services. The Resource ment Office is
responsible for the optimization of cash flow and security of all fun , managed, and
disbursed by the OHA. OHA acknowledges that effective Treas ment will provide

support towards the achievement of its business objectives.
1.2 Purpose and Objectives '\

The general purpose of this Treasury Management gohCy, i Sset forth the business policies
and procedures to protect and enhance the finansial ources through effective cash
management, prudent borrowing, and sound ri nagement. It is intended to provide the
following benefits:

1. Strengthen OHA’s operations qualit o\@\anagement, production, and systems
for financial control.

2. Improve internal communica 7@ ensure efficient operations and consistent
delivery of quality informagion.

3. Functional guide for t m and existing employees and should prevent
difficulties in perform%' s due to lack of understanding or inconsistent
approaches from fiersonnel’changes.

4. ldentifying %
management’
4\'

es and responsibilities relating to Treasury and Cash

Section 2. Delegation of Authority

As authorized by the BOT, the administration of the OHA’s financial and business affairs is
the responsibility of the Chief Executive Officer (CEO). By approval of this document, The
CEO has delegated the planning and management responsibility for OHA’s financial
resources to the Chief Financial Officer (CFO). The CFO, therefore, has the authority and

Page 2
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responsibility for treasury and financial functions in the areas of banking, cash management,
debt management, investment management, financial relationships management, and other

general treasury functions. These responsibilities will be executed under the guidelines
outlined in this policy.

Section 3. Treasury Functions of the Office of Resource Mana@

3.1 Functions of the Office of Resource Management ( Q

1. Banking - The CFO has overall responsibility for the administ Sgr!{ versight of
all banking and treasury services for the OHA. No other indi % artment, or
affiliate has the authority to establish an active bank acc the OHA’s name
or tax identification number.

onent of the OHA'’s
Management Office to
A’s depository and

2. Cash Management - Cash management is an i
financial activities. It is the responsibility of t
monitor and facilitate the flow of funds thro |

disbursement accounts.

3. Investment Management - The CEQ. d with implementing the investment
strategy as approved by the BOT is office is also responsible for overseeing the
day-to-day management and inistration of the OHA’s Native Hawaiian Trust
Fund portfolio.

u

4. Debt Management - s money through banks and/or the issuance of tax-
exempt bonds to fina ction, development, or the acquisition of real estate

assets to optimiz finanglal balance sheet for the long term. The CFO is
responsible fo ing the debt funding of these projects.

5. Financial ips Management - The Office of the Resource Management is
responsible fortge efficient operations of the OHA’s banking and financial institution
relat hipg This includes handling key relationship issues such as pricing, bundling

availability of credit and non-credit services, and developing a
hip” approach.
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Section 4. Banking and Treasury Policy

4.1 Banking and Treasury Services Policy

Purpose: to outline authority and responsibility as it pertains to the establishment and

maintenance of OHA’s financial accounts. \
General Guidelines: \,
1. A financial institution account is defined as any account (checking, sav

depository, money market, etc.) opened at a financial institution thaguses ‘the/hame of
the Office of Hawaiian Affairs or any derivation thereof, uses OMA’s ta
A

identification number, or receives the deposit of or disburses ORA

2. All activities related to the opening, closing, and mainte
disbursement accounts carrying the OHA’s name and/g

depository and
fication number

shall be the sole responsibility of the Resource Man s Office

3. OHA staff should not deal directly with any finaiCigNinstitution regarding the
opening, closing, or maintenance of a bank aceount, except as authorized in writing
by the CFO.

4. All banking and treasury services co n financial institution account must
be approved by the CEO and CF t}
5. Unless otherwise directed by t account statements for OHA shall be

mailed to the Resource Mandgemen ice to allow for prompt account

reconciliation and revie % ntroller.
6. Accounts no longer d be closed. The closure process requires written

authorization fro e and provides information as to the dispensation of any
remaining fun M. the account. Additionally, the Resource Management office
will providegin n regarding the closing of the account to the Office of the
CEO.

stafding\Qf approved financial institutions. The minimum acceptable long-term
inghshall be S&P A, Moodys A2, or Fitch A, which are regarded as the upper-

% grade for investment.

4.2 Authorization Summary

7. Couﬂp%rﬁ/ Risk Management — CFO is responsible for monitoring the credit

1. The CEO isthe only individual authorized to execute legal account opening and closing
forms.

2. The CEO and CFO will designate an authorized signatory list which shall be
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maintained by the Controller.

Section 5. Cash Management Policy
5.1 Cash Management Policy

Purpose: to establish sound cash management practices to ensure efficient utilizatior\of
cash and effective controls in a manner consistent with the overall strategic goals o
(In this context, cash would be defined as currency, checks, money orders, Wirﬁr

and ACH payments.)
General Guidelines:
y the Resource

s and ensure

1. All activity and balances in the primary accounts shall be moni
Management Office to assess the cash necessary to meet dai
adequate funds are available.

2. The Controller is responsible for the movement of fu %ee and from bank
accounts maintained by OHA. This includes, but is.n to:
» Initiating all wire transfer of funds for generQ S purposes OHA
» Establishing the daily cash position of t A

» Appropriately funding disburseme\ for OHA obligations

* Initiating wire transfers and m funds at the custodian bank
for investments, capital calls, ancing purposes for the NHTF
Portfolio. (‘

3. All electronic fund transfers/remittances shall require the same supporting documents
and authorizing signatures as non-electronic disbursements.

4. Check signers ar th\by the CEO and are prohibited from signing checks
made out to hi or any related party. Any changes to authorized signers are
communic Controller, who is responsible for promptly modifying the
sighature ca&

5. Effigint caéh management strategies, techniques, and procedures shall be
us increase the productivity of cash flows while achieving the
ing objectives:

%% iquidity — maintaining the ability to pay obligations when they become due.

Cash Optimization — establishing systems and procedures that help minimize
investment in non-earning cash resources while providing adequate liquidity.

* Financing — obtaining both short- and long-term borrowed funds promptly at an
acceptable cost.

» Financial Risk Management — monitoring and assisting in the control of
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the OHA’s exposure to interest rates, foreign exchange, and other financial
risks.

» Coordination — ensuring that cash management goals are communicated and
integrated with the strategic objectives and policy decisions of other areas of OHA
that have an impact on cash flows.

5.2 Authorization Summary for Cash Disbursements/Transfers ;\

First Approval Secondary Approval Authorized Amount
Financial Analyst Controller n \00),000
Controller CFO [ N N $500,000
CFO CEO \)nder $1,000,000
CEO Board Chair \\ $1,000,000+

exist for the effective transmission of funds.

Section 5. In@\ﬂanagement Policy

5.1 Investment Management Po ki ive Hawaiian Trust Fund
S\

The CFO will ensure there is proper documenta% afPtransactions, and the procedures

Purpose: The Investment Policy governs the investment of assets held in the Office of
Hawaiian Affairs Native Hawaiian Trust Fund (the “Endowment Fund" or “Fund”) which
comprises of Financial Assets and Hawai‘i Commercial Real Estate. The primary long-term
financial object(eNo‘maintain the purchasing power of the Endowment after spending and
inflation. The objective of preserving purchasing power emphasizes the need to take a long-
term perspective in formulating spending and investment policies.

The %\%estment Management Policy can be accessed here: (attach link)

N
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Section 6. Debt Management Policy

6.1 Debt Management Policy

Purpose: to articulate the OHA’s philosophy and provide a strategic framework on the use of
debt as a funding source. The appropriate use of debt can enable OHA to advance its mission
to serve the Native Hawaiian population while ensuring sound financial health over the long
term. The Debt Policy should be synchronized with OHA’s Spend Policy and Endowment
Fund Investment Policy. The most common form of debt in the endowment would be to
use leverage for commercial real estate projects and/or to lever up the financial assets’
portfolio using financial derivatives products. The most common scenario for mission
debt involves OHA borrowing to build, renovate, or purchase a facility for program use.

The Debt Management Policy can be accessed here: (attach li

7.1 Relationship Management Policy

This outlines the policy as it pertains tot ffeient and effective management of
OHA’s financial institution relationships(\

General Guidelines: LP

1. The Resource Management @ffi serve as the first point of contact for all
financialinstitutions. OHA{unIts and their staffs should not deal directly with any
financial institution re i A accounts.

2. The suitability of ytili Inancial institution’s services is to be assessed by the
Office of Reso :
limited to k of the state of Hawaii government business practices, quality of
customer serwige, pricing, financial strength, ability to meet future needs.

3. The GRO shall maintain efficient operations of OHA'’s relationships to achieve the
wing\objectives:

fou((‘
@\ Access to credit and non-credit services

4. The Resource Management Office is responsible for developing a methodology for
ongoing evaluation and performance measurement of service providers.

» Management of costs and quality
* Monitoring risks
» Developing a partnership approach

5. Departments or divisions within OHA will not be allowed to utilize OHA'’s financial

Page 7

Page 47 ATTACHMENT F -7



Workshop: TU, 5/25/2021 ATTACHMENT F
THE OFFICE OF HAWAIIAN AFFAIRS

Treasury Management Policy

account information without prior approval from the CFO.

Section 6. Reporting Requirements ®
géabementation of

3 “ ransactions
% flarly budgetary,

tIRg its treasury

The CFO will ensure that regular reports are prepared and considered @
the OHA Treasury management policies; on the effects of decision
executed in pursuit of those policies; on the implications of cha
resulting from the regulatory, economic, market or other fact
management activities; and on the performance managemen

Appendix. DQ@&S
Cash - Money in any form: currency (coin@\@, personal/individual check, wire transfer,
a

ACH (direct deposit), other electronic @n rs, postal money order, express money order,

bank draft, certified check, etc.

Automated Clearing House ACH transfer is an electronic item that is processed
through the Automatic Cleari established as a clearing and settlement facility for financial
institutions. ACH transfefs take 4 business days to reach their destination and can be recalled

or returned for a vazsh ns
Electronic fupds tragnsfer (EFT) - Generic term for any movement of funds by non-paper means;
can be an Qt{ ted Clearing House (ACH) or a wire transfer.

er% - Funds sent through the Federal Reserve Wire Network from one financial

i another. They can only be recalled with the permission of the recipient. Wire transfers

typi are used when large amounts are needed along with the ability to confirm receipt, and
when international transfers are required.
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Statement of Investment Objectives and Policy

TiVerdcshiopaiial Wialy/RE/202iian Trust Fund ATTACHMENT G

h NATIVE HAWAIIAN TRUST FUND

INVESTMENT POLICY STATEMENT

The following Investment Policy Statement (IPS) has been duly adopted,
predominantly utilizing the Manager-of-Managers (MoM) approach, by the Office
of Hawaiian Affairs, Board of Trustees at its meeting held on August 24, 2017 and
is in full force and effect on October 1, 2017.

O W%W% 4/}7 //7

Colette Y. MachadoVChairperson Date '
Board of Trustees

First Reading: August 1, 2017
Second Reading: August 24, 2017
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Distribution;
9- Each OHA Trustee via Asset & Resource Management
Committee
1- OHA BOT Secretary
1- OHA Chief Executive Officer
1- OHA Chief Operating Officer
1- OHA Chief Financial Officer
1- OHA Controller
1- OHA Chief Investment Officer
1- OHA Investment Consultant
5- Each Investment Advisor / Non-Marketable Alternatives Provider

I- Custodian
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THE OFFICE OF HAWAIIAN AFFAIRS NATIVE HAWAIIAN TRUST FUND
INVESTMENT POLICY STATEMENT

OBJECTIVES AND POLICY GUIDELINES

Section 1. Introduction and Scope

1.1 Introduction. This statement governs the investment of assets held in the Office of Hawaiian Affairs Native
Hawaiian Trust Fund (the “Fund").

This Policy Statement is set forth so that the Board of Trustees (“BOT”) of the Office of Hawaiian Affairs (‘OHA”),
OHA Staff, Investment Consultant, Investment Advisors and Investment Managers (where appropriate), and
beneficiaries may be made aware of the investment policy with regard to the investment of the Fund's assets, the
investment objectives, and the expectations and requirements with respect to the ongoing management of the Fund's
assets.

1.2 The Trust. OHA’s mission is to malama (protect) Hawai'i's people and environmental resources and the Trust
Fund's assets, toward ensuring the perpetuation of the culture, the enhancement of lifestyle and the protection of
entitlements of Native Hawaiians, while enabling the building of a strong and healthy Hawaiian people and nation,
recognized nationally and internationally. The overall goal of the Fund is to provide superior investment returns to
sustain the beneficiaries in perpetuity and to uphold OHA’s mission.

1.3 Purpose of the Investment Policy Statement. In keeping with the fiduciary requirements and obligations of all
parties involved in managing the Fund under existing Federal and State laws, the purposes of this Policy Statement
(the “Statement™) are to provide the:

a) BOT, OHA staff, Consultant and Advisors with a clear and mutual understanding of the Fund’s philosophy,
investment objectives and policies;

b) Advisors with guidance, objectives and limitations in investing the Fund’s assets; and

¢) BOT with a meaningful basis to evaluate the Advisors’ performance in order to meet the BOT’s fiduciary
responsibility to monitor prudently the Fund’s investments.

This Statement represents the BOT's philosophy regarding the investment of the Fund’s assets. The BOT will review
and revise the Statement as needed to ensure that it continues to reflect the BOT’s expectations and objectives. All
of the BOT’s modifications or amendments to the Statement shall be made in writing and will be provided to all
Investment Advisors and Consultants.

It is also intended that the investment policies be sufficiently specific to be meaningful, but adequately flexible to be
practicable. It is further understood that all performance standards and return objectives in this Statement are
intended as evaluation tools for determining whether to continue to retain the Advisors. The parties understand that
the Advisors cannot give assurance of actual investment results and that the Advisors understand that the BOT will
terminate its relationship with an Advisor based on a determination that the Advisor is not achieving the
performance standards.

1.4 Manager-of-Managers Approach. The BOT has elected to employ Advisors in an outsourced manager-of-
managers investment approach, without necessarily bundling custodial services. There is a preference for a full -
discretionary approach to invest across multiple asset classes. When necessary to achieve the Fund’s objectives, the
BOT may hire an Advisor with a non-Manager-of-Managers approach or to manage assets with a specific asset class
mandate. Under the outsourcing agreement, the Advisors will assume certain BOT fiduciary responsibilities as set
forth in the applicable agreement(s) between the Advisors and the BOT. The Advisors are accountable for the
prudent management of all assets subject to their oversight and, where applicable, will make all key investment
decisions, such as tactical asset allocation and manager selection, within the context set by this Statement and in
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adherence to the duties and powers set forth in the applicable management, advisory, or trust agreements. The BOT
still maintains responsibility for imposing guidelines, targets and asset allocation constraints as set forth in this
Statement, and for monitoring the Advisors to ensure they act prudently and adhere to all aspects of the Statement.

1.5 Spending Policy. The annual amount withdrawn from the Fund shall constitute no more than five percent (5%)
annually of the Fund’s market value, excluding any Fiscal Reserve spending, using the methodology specified in the

OHA Native Hawaiian Trust Fund Spending Policy. The calculation of the maximum withdrawal amounts are set
forth in the Native Hawaiian Trust Fund Spending Policy and Fiscal Reserve Withdrawal Guidelines.

Section 2. General Objectives

2.1 Prioritized Investment Objectives. The overall objectives of the Fund are in the following order of priority:

a) To grow the Fund’s assets consistently by at least inflation plus five percent annually (Consistent Capital
Growth);

b) To invest in a manner that seeks to ensure the continuous preservation of purchasing power of the overall
portfolio (Capital Preservation);

¢) To achieve a portfolio return that meets or exceeds the return of the Fund’s Policy Portfolio Benchmark on
a net of fee basis over a long time horizon (Benchmark Outperformance); and

d) To diversify the portfolio by asset type, security (issuer) and Investment Manager to reduce the volatility of
returns (Adequate Diversification).

2.2 Long-Term Objective. Consistent capital growth is the primary objective of the Fund. The investment portfolio
shall be designed with the objective of protecting principal while earning a rate of return that is targeted to meet or
exceed the real spending rate and the strategic benchmark index of the Fund over the long term in order to preserve
the Fund’s assets and ensure that sufficient liquidity will be available to cover future cash requirements. Consistent
capital growth is achieved by investing prudently in a wide range of asset classes to achieve proper diversification,
thereby reducing volatility. Since the Advisors will focus on long-term capital appreciation, the Fund may
experience a drawdown of principal, although over a full market cycle, the Advisors in aggregate are expected to
produce a total annual return that will exceed inflation as measured by the Consumer Price Index (CPI) by five
percent. It is anticipated that the Fund will experience an annualized average volatility of approximately 13%
annually with a maximum rolling 12-month annualized volatility of roughly 20% over a market cycle.

All parties named in this Statement shall carry out their business in compliance to all existing and future applicable
state and federal regulations (Regulatory Compliance Requirement) and for assets subject to their discretion
maintain adequate liquidity to meet all anticipated expenditures after sufficient notice (Adequate Liquidity
Requirement).

2.3 Definition of Market Cycle. Throughout this Statement the term "market cycle” is used. Market cycles include
both a rising and a declining market. Generally, a rising market will be defined as a period of at least two
consecutive quarters of rising stock prices and a declining market will be defined as a period of at least two
consecutive quarters of declining stock prices. Therefore, a Market Cycle (the minimum period of evaluation) shall
be at least one year and more typically three to six years.

2.4 Definition of Investment Consultant, Investment Advisor and Investment Manager. Throughout this Statement
the terms Investment “Consultant”, Investment “Advisor" and Investment “Manager” are used. Consultant shall
refer to the entity hired by the OHA Chief Executive Officer (“CEO”) to assist OHA staff and BOT in overseeing
the Fund and to monitor and evaluate the Advisors; “Advisor" shall refer to each Fiduciary (typically utilizing the
"manager-of-managers” approach) hired by the BOT to exercise investment discretion over a portion of the Fund’s
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assets within the parameters set forth in the Statement; and "Manager" shall refer to any portfolio manager selected
by the Advisors to invest the Fund’s assets.

Section 3. Standards of Care

3.1 Board of Trustees and OHA Staff. The standard of care applied to the BOT and OHA internal staff assigned to
the Fund shall be the "prudent person” standard, defined as follows: "Investments shall be made with judgment and
care, under circumstances then prevailing, which persons of prudence, discretion and intelligence exercise in the
management of their own affairs, not for speculation, but for investment, considering the probable safety of their
capital as well as the probable income to be derived." The BOT may rely upon the expert advice and counsel of its
external providers to satisfy the “prudent person” standard provided the BOT has established adequate controls and
fulfills its oversight responsibilities regarding the external providers as outlined in this Statement.

3.2 External Providers. The standard of care applied to all external providers (i.e., Consultant, Advisors (indirectly
Investment Managers hired by the Advisors), and Custodian) shall be as set forth in the agreement between the BOT
or CEO, as appropriate, and each external provider. The BOT will negotiate a standard for the Investment Advisors
that is similar in effect to the "prudent expert" standard, defined as: "Investments shall be managed with the care,
skill, prudence, and diligence, under the circumstances then prevailing, that a prudent person acting in a like
capacity and familiar with such matters would use in the conduct of an enterprise of a like character and with like
aims".

3.3 Code of Ethics. OHA Trustees, OHA officers, and OHA employees involved in the investment process shall
refrain from personal business activity that could conflict with the proper execution and management of their
investment program, or that could impair their ability to make impartial decisions. OHA Trustees and employees
involved in the investment process shall disclose any material interests in financial institutions with which they
conduct business. They shall further disclose any personal financial/investment positions that-could be related to the
performance of the investment portfolio. OHA employees and officers shall refrain from undertaking personal
investment transactions with entities that conduct business with the Fund. Should any Trustees have personal
involvement with any direct investment transaction or any perceived conflicts of interest, the Trustee should disclose
the involvement immediately and be recused from discussions and votes on said investment. OHA Trustees,
officers, and employees shall abide by the Standard of Conducts established under Chapter 84 of the Hawai‘i
Revised Statues and the code of ethics stated in the OHA Bylaws and, where appropriate, the OHA Employee
Handbook and the BOT Executive Policy Manual.

Section 4. Delegation of Authority

The Office of Hawaiian Affairs Native Hawaiian Trust Fund maintains a structured and organized process in
implementing its investment program. To accomplish the mission, objectives and desired investment returns of the
Fund, the Board of Trustees has delegated authority to various individuals and organizations. .

4.1 BOT Composition. The BOT currently consists of representatives from:

a) QO'ahu

b) Kaua'i and Ni'ithau
¢) Moloka'i and Lana'i
d) Hawai'i

e) Maui

f) Atlarge (4)

4.2 BOT Responsibilities. The BOT recognizes that it may not possess sufficient expertise to manage directly the
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assets of the Fund. The BOT, therefore, employs the services of various external experts to act as Fiduciaries--
Consultants, Advisors and/or Custodians and seeks advice from independent parties. The BOT does rely on this
expertise in carrying out its responsibility to oversee the overall management of the Fund’s assets, and will meet
quarterly to review the performance of the Fund and the activities of the external providers for reasonable
consistency with the objectives of the Fund as set forth in this Statement. When necessary, the BOT will provide
guidance to the investment process. BOT may delegate certain of its responsibilities to the CEO to assist with the
implementation of this Statement. BOT responsibilities include, but are not limited to:

a) Approve the Investment Policy Statement and all modifications to the Statement;

b) Select Advisors and Non-Marketable Alternatives Providers. The BOT delegates authority to the CEO to
select the Custodian, Consultant and Investment Advisory Committee (IAC) members;

¢) Monitor results of all Fund assets as a whole and those assigned to each Advisor. The BOT shall include in
its quarterly assessment such topics as: economic outlook, portfolio diversification, asset allocation and
structure, Advisors’ strategies, potential risks, and the performance of the overall portfolio as well as each
of the Fund’s asset classes versus its benchmark rate of return and peer institutions;

d) Review quarterly reports regarding the activities of Advisors, Consultant, Investment Advisory Committee
and OHA staff overseeing the Fund,;

e) Review quarterly reports from the Custodian and Advisors regarding the composition of each Advisor’s
assets under management versus the Fund’s strategic target and the asset class strategies of each Advisor;

f) Review the annual report of the Consultant regarding the performance of the Fund and the Advisors;

g) As necessary, review the Fund’s strategic direction or significant issues impacting the Fund or Fiduciaries,
and take action as appropriate;

h) Attend a minimum of two investment educational events held in Hawai‘i per year; and

1) Attend out-of-State training, educational or due diligence events that are recommended by the CEO and
approved by the Chairperson of the BOT.

4.3 Duties of the Consultant, Investment Advisory Committee, CEO and OHA Staff. The duties of the Consultant
will be as set forth in the agreement entered into between the CEO and the Consultant. The duties of the Investment
Advisory Committee are as outlined in the Committee’s Charter. This Committee has no authority to make
decisions, but only serves to provide independent comments to the Consultant, the CEQ and staff, and BOT
representatives regarding the economic outlook and the Fund’s assets, strategies, performance, risks and Fiduciaries.
The duties of the CEO, OHA staff, Investment Advisory Committee and Consultant will be set forth in the OHA
Native Hawaiian Trust Fund Operational Procedures. The CEO is responsible for approving these Operational
Procedures and for reviewing and approving all investment decisions not made by an Advisor, except those reserved
for the BOT. The Consultant and OHA staff are responsible for assisting the CEO and the BOT in the execution of
their responsibilities. Duties of the Consultant and OHA staff jointly include, but are not limited to:

a) Monitor the performance of each Advisor’s portfolio as frequently as market conditions dictate, including
review of the Advisor’s monthly reports;

b) Aggregate as necessary and monitor the performance of the Fund’s investment portfolios monthly and
prepare quarterly performance and Advisor activity reports for review by the CEO and BOT;

¢) Monitor the monthly reconciliation of the portfolio positions and valuations among the Custodian and
Advisors (OHA staff only);

d) Seek to ensure that assets are invested in accordance with the requirements specified in thlS Statement;

e) Recommend to the CEO and implement operational procedures that will enhance the investment program
of the Fund and ensure that proper internal controls are implemented to safeguard the assets of the Fund,
including preparing Investment Guideline Summaries for each of the Advisors;

f) Recommend benchmarks for approval to the CEO;

g) Prepare periodic market-cycle and annual reviews of the Fund’s investments and the Advisors’
performance, including findings from annual due diligence visits for presentation to the BOT

h) Conduct onsite annual due diligence of the Advisors and Custodian;

i) Coordinate and vet changes to the Investment Policy Statement and serve as chair (Consultant) and
secretary (OHA staff) to the Investment Advisory Committee;
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i)
k)
)

m)

Evaluate the reasonableness of recommendations of Advisors and Non-Marketable Alternatives Providers
regarding investment decisions and policies requiring the approval of the CEO.

Evaluate and recommend Direct Investments in Hawaii for the approval of the CEO and BOT, as
appropriate;

Manage the Fund’s Enhanced Liquidity Account assets awaiting disbursement to OHA consistent with the
Operational Procedures reviewed by the CFO and approved by the CEOQ; and

Maintain knowledge of current trends and conditions with respect to investment management through
continuing education.

4.4 Duties of the Advisors. The duties of the Advisors shall be as set forth in the agreements entered into between

the BOT and the Advisors, and will explicitly include this Statement as an addendum. The Advisors act as
Fiduciaries of the Fund for the assets they have under management. Duties of the Advisors include, but are not
limited to:

a)

b)

c)

d)

€)

g)

h)

i)

i)

)

m)

Invest the assets of the Fund within the constraints of the Statement while adhering to the investment
management style, concepts and principles for which they were retained by the BOT. Advisors are
responsible for tactical asset allocation and manager selection unless otherwise stated in the management
and/or trust agreement with OHA;

Where applicable per the Advisor management agreement, for all investment decisions requiring the CEO’s
approval, recommend specific investments and provide strategic and/or tactical investment advice to the
BOT, CEO, OHA staff, and Consultant as appropriate to render a decision that will achieve the Fund’s
investment objectives;

Seek to achieve best execution and price for all transactions effected on behalf of the Fund with brokers and
dealers qualified to execute institutional orders on an ongoing basis and if appropriate, facilitate the
recapture of commissions on behalf of the Fund;

Reconcile within tolerance limits monthly accounting, transaction, valuation and asset summary data with
the Custodian’s transactions, valuations and holdings, including resolving any discrepancies with the
Custodian;

For investments where a market value is not available, assist the Custodian as necessary in finding
appropriate pricing sources or establishing fair value procedures.

Report to the BOT on all significant matters pertaining to their firm's ownership, investment style and
philosophy, changes in personnel and performance relevant to the management of the Fund. Items relevant
to the Fund include those that would have a direct or indirect impact on the ability of the Advisor to
continue to provide a high level of service; » :

Vote the proxies of invested companies (or delegate the vote to Managers), as they deem appropriate,
although the BOT reserves the right to vote proxies in separately managed accounts if it so chooses;
Periodically conduct capital market studies and make recommendations to the BOT regarding changes to
the Statement and strategic asset allocation targets and ranges based on the risk/return objectives of the
Fund and the economic and market outlook. The timing of these analyses, and either reaffirmation or
recommendation of modifications to this Statement, shall be as agreed upon with the BOT, but normally
every two to five years, but no less frequently than every six years;

Select qualified Investment Managers, and monitor existing Managers’ style consistency and performance
at least monthly, including due diligence of those Managers regarding personnel, ownership, risk
management and the investment process;

Negotiate fee arrangements and other contract terms with the investment Managers on behalf of the Fund;
Communicate with the Consultant and/or OHA staff on at least a monthly basis regarding actions taken, or
any material changes, issues or circumstances warranting attention including performance of the Fund,
market conditions and outlook, manager-turnover, Managers’ or Advisor’s staff turnover, etc;

Prepare and present a quarterly executive summary report to the BOT as requested by the Consultant or
OHA staff including performance versus benchmarks, asset allocation, economic outlook, fees, Manager
summary, and any other significant issues impacting the Fund;

Assist the Consultant and OHA staff in preparing Investment Guideline Summaries for the approval of the
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CEO covering the assets under their management and annually prepare a compliance and derivatives usage
report (Each Advisor’s Investment Guideline Summary will govern the assets under their management in
conjunction with the Investment Policy Statement and the Investment Management Agreement between the
Advisor and OHA);

n) Host an annual onsite comprehensive and/or topical due diligence for the Consultant and OHA staff and
officials and as requested provide portfolio analytics and style consistency adherence at the manager-level
for the Advisor’s commingled vehicles;

o) Negotiate and arrange for brokerage and any applicable recordkeeping services;

p) Render special projects at the request of the BOT, the Consultant or OHA staff; and

q) Provide certain other services, as described elsewhere in this Statement, such as investment training, market
research, educational programs, analytical tools, etc.

4.5 Duties of the Custodian. The duties of the Custodian shall be as set forth in the agreement between the BOT and
the Custodian. In addition to other responsibilities contained in that agreement the Custodian will:

a) Provide complete custody and depository services for the Fund’s assets including obtaining market values
or fair values for all assets on at least a monthly basis;

b) Provide a monthly report of transactions by the Advisors and, where applicable, by OHA (Enhanced
Liquidity Account) as set forth in the Custody agreement;

c) Provide audited monthly and annual accounting statements for all the Fund’s assets and transactions;

d) Collect all interest income, dividends and principal realization and properly report them in all accounting
statements;

e) Disperse funds to cover expenses, accept funds from OHA or the Advisors, and disperse funds to OHA or
the Advisors as properly instructed by CEO or OHA staff, and properly report these transactions in all
accounting statements; and

f) Reconcile monthly accounting, transaction and asset summary data and communicate and resolve any
discrepancies with the Advisors.

Section 5. Asset Allocation Guidelines and Long Term Targets

The BOT prefers Advisors who can construct and manage a portfolio encompassing multiple strategic asset classes
using a Manager-of-Manager approach and utilize the Fund’s strategic target index as their primary benchmark
(strategic target weight times strategic benchmark index return for each strategic asset class). The purpose of the
strategic target asset allocation is to provide an optimal mix of investments that has the potential to produce the
desired returns with the least amount of fluctuation in the overall value of the investment portfolio. The minimum
and maximum levels listed below are targeting guidelines as opposed to absolute barriers; Advisors should bring
asset allocations which are outside of their approved targeting range back to the range per their rebalancing policy
unless granted a written exception by the CEO. The Traditional and Alternative Assets Advisors are not responsible
for Hawai‘i Direct Investments and the Enhanced Liquidity Account. OHA staff may hedge the allocation to
Hawai‘i Direct Investments in a traditional asset class managed by one or more Advisors until such investments are
made. The Alternatives Advisor may hedge the under or over exposure to asset classes with barriers to entry and
exit (Non-Marketable Alternatives) with similar liquid (marketable) asset classes (e.g. hedge underexposure to
targeted private equity using traditional equity or marketable equity alternatives).
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5.1 Asset Allocation.

ATTACHMENT G

Asset Class Portfolios Maximum | Minimum | Strategic | Benchmark Index Primary
Target Objective
Traditional Asset Classes
Traditional Global Equities 55% 22% 40% MSCI ACWI Growth
Traditional Global Fixed 22% 11% 17% Bloomberg US Aggregate Income
Income
Traditional Global Real 11% 0% 5% US TIPS +3% Inflation Hedge
Assets
Total Traditional Assets 88% 33% 62%
Alternative Asset Classes
Hedge Funds 19.2% 6.4% 12% 3-Month T-Bills +4% Volatility
Management
Private Markets* 25.6% 0% 18% MSCI ACWI +3% Growth
Total Alternative Assets 44.8% 6.4% 30%
Enhanced Liquidity Account
Enhanced Liquidity 10% 0% 3% 1-3 Year Treasury Liquidity
Hawai‘i Direct Investments
Hawai‘i Direct Investments 10% 0% 5% US TIPS +3% Inflation Hedge

*The Private Market allocation will consist of the previous Non-Marketable Equity, Credit, and Real Assets & Opportunistic portfolios

The Strategic Targets for the Asset Classes listed in the table above multiplied by the benchmarks recommended by

the Consultant and approved by the CEO constitute the Policy Portfolio.

Classes by their primary objective.
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Asset Class Portfolios _ Maximum Minimum Strategic Target
Growth
Traditional Glébal Equities 55% 22% 40%
Private Markets 25.6% 0% 18%
Total Growth 80.6% 22% 58%
Income
Traditional Global Fixed Income 22% 11% 17%
Total Income 22% 11% 17 %

Volatility Management

Hedge Funds 19.2% 6.4% 12%
Inflation Hedge
Traditional Global Real Assets 11% 0% 5%
Hawai‘i Direct Investments 10% 0% 5%
Total Inflation Hedge 21% 0% 10%
Liquidity
Enhanced Liquidity 10% 0% 3%

The CEO has the delegated power to allocate up to $25 million from the Fund for a Direct Investment Program.
Direct investments made from the Fund shall follow the guidelines set forth in the Hawai‘i Direct Investment
Policy section of this Statement. All Hawai‘i-based Direct Investments are excluded from the discretionary
Manager-of-Managers framework. The OHA staff with the assistance of the Consultant will be responsible for the
due diligence, performance monitoring and reporting of such investments.

Private Market investments are accomplished outside of the discretionary Advisor framework as the Advisors do
not have investment discretion over these assets. Approved Non-Marketable Alternatives Providers will provide
OHA staff and the Consultant with sufficient information and analyses to evaluate their investment
recommendations. The information may include Manager due diligence reports and portfolio analytics so that the
CEO can make an informed decision relating to the investment. It is recognized that there may be underinvestment
or overinvestment in these illiquid asset classes due to the timing of capital calls and distributions.

5.2 Benchmarks. Each Advisor will use the primary strategic benchmark index listed in their Investment Guideline
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Summary as a guide in managing assets under their control. The strategic asset allocation targets and ranges,
performance benchmarks, and additional investment guidelines are also set forth in each Advisor’s Investment
Guideline Summary or Investment Management Agreement. As necessary, the Consultant will recommend
changes to the strategic targets, ranges, performance benchmarks, and any additional guidelines and the CEO must
approve those changes before they become effective. The CEO will notify the BOT of Investment Guideline
changes in writing.

Every new product of an Advisor must be assigned to one of the above asset classes as agreed upon between the
Advisor and OHA Staff and/or the Consultant, with notification of the CEO. In addition, each investment may
have a custom benchmark different from that of the asset class as agreed upon with the Consultant. The secondary
benchmark is the Consumer Price Index (CPI) plus 5.0% annually for the Fund as a whole. The Consultant will
also recommend, in consultation with each Advisor, peer manager and peer institution benchmarks and these will
be approved by the CEO. Besides reporting portfolio performance versus these portfolio benchmarks, the Advisors
shall report investment results on individual funds or portfolios versus their custom benchmarks.

The BOT recognizes that the actual asset allocation of the Fund may vary between or even outside of the minimum
and maximum in the short term depending on market conditions and/or tactical asset allocation shifts. Asset
classes not contemplated- above or elsewhere in this Policy may be added to the Fund upon approval in writing by
the BOT. The Advisors will only be responsible for meeting the investment objectives applicable to the portion of
the Fund entrusted to such Advisors. ’

5.3 Rebalancing Policy. The primary purposes of rebalancing are to (1) ensure that the Fund's actual asset
allocation does not drift too far from the strategic asset allocation; and (2) improve the performance of the Fund.
The CEO will ensure that any agreement entered into with an Investment Advisor sets forth a rebalancing policy
satisfactory to the BOT.

Section 6. Cash Holdings

It is the policy of the Fund that the Advisors fully invest the assets of the Fund under their control except to
accommodate large cash flows. Unhedged cash and equivalents may be held in the Fund for defensive purposes at
the Advisor’s discretion during abnormal market conditions. The equity portion of the Advisor's portfolio should
strive to maintain less than 5% of the portfolio in cash equivalents, unless the cash is hedged to achieve the
appropriate asset class exposure. The fixed income portion of the Advisor's portfolio may maintain higher cash
balances (e.g., as barbell strategies necessitate this exposure to cash).

Cash equivalents maximize liquidity and safety of principal. Maturities should be short enough that cash
equivalents can be liquidated with a limited loss of principal. The following types of cash equivalents are eligible
for investment:

a) Money market mutual funds (2a7) which invest solely in U.S. Treasury and government agency securities;

b) Deposits which are 100% federally insured or collateralized with U.S. government or agency securities
with a market value of at least 100% of the face amount of the certificate;

c) U.S. Treasury bills and short-term U.S. government agency securities;

d) Overnight repurchase agreements collateralized with U.S. government or agency securities with a market
value of at least 102% of the face amount; and

e) Commercial paper of the highest two grades as rated by a nationally recognized rating agency.

Section 7. Pooled/Commingled Investments/Mutual Funds

Commingled investment vehicles where there is a pooling of securities owned by multiple clients for
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diversification, risk reduction, or cost benefits, include mutual funds, trust funds, private placements, and limited
partnerships, and are explicitly permissible. Although private placements and limited partnerships are exempt from
both federal and state securities registration, they are considered appropriate vehicles for the Fund.

Section 8. Permissible Investments

8.1 Asset Class Definitions, Objectives, Permissible Instruments, Strategies, & Requirements. Investments in each
asset class listed in Section 5, except for those investments excluded from the Advisors’ responsibility, must be well
diversified as defined below and in the Investment Guideline Summary or Investment Management Agreement of
each Advisor. Advisors, as Fiduciaries, must exercise prudence in all matters and invest solely for the benefit of the
Fund. For each asset class, the Advisors will retain Managers who invest in separate accounts or in commingled
vehicles. An Advisor may select itself, an affiliated Manager, or an external Manager. Advisors may also retain
Managers to provide "active overlay” strategies that use securities, currencies and derivative instruments, including
but not limited to forwards, options, futures contracts, options, currency forwards, futures contracts and swaps (e.g.
interest rate, credit default and total return) to replicate an index or combination of indexes. These overlay strategies
will seek to (a) manage Fund exposure to various asset classes, (b) manage overall Fund risk, and (c) under certain
conditions, enhance total return with tightly controlled leverage constraints.

Each Advisor must demonstrate that it has the capability to manage the risks involved in each asset class. Key to
controlling risks is the ability to conduct robust ongoing due diligence on the Managers it selects and the ability to
measure, manage and report portfolio risks, including issuer concentration, market, credit, duration, liquidity,
leverage, currency and other major risks. The Consultant, with the assistance of OHA staff and the Advisors, must
document the investment restrictions and risk controls for the portfolio of each Advisor in the Investment Guideline
Summaries. The Advisors are not allowed to leverage the Fund’s assets at the portfolio level without prior written
approval of the BOT, although individual managers or commingled vehicles in certain asset classes and strategies
may employ leverage under controlled conditions. Risk hedging in each asset class is explicitly permitted,
including currency risks relative to the benchmark index and temporarily hedging the exposure in an illiquid asset
class with a similar liquid asset class.

a) Traditional Global Equity - Common & Preferred Stocks and Un-levered Equity Derivatives. The primary role of

_traditional global equity is to seek to provide total return in excess of inflation, consistent with the appropriate
benchmark index. Traditional equity may be actively managed in diversified portfolios of long only positions and/or
long and short positions netting to approximately 100% long, be passively managed, utilize active overlay strategies,
or be managed in any combination of active, passive and overlay strategies. The goal of an actively managed stock
portfolio will be to achieve a net return after fees in excess of its benchmark index with comparable risk. Securities
should be publicly owned and traded actively enough to insure liquidity without significantly adverse effects on
price due to rapid sale. The Advisor should diversify the portfolio by geography—domestic and international, both
developed and emerging markets, by investment style--value and growth, by manager, by approach—quantitative
versus fundamental, by sector and industry, and capitalization--small, mid and large. An Advisor may select itself
or an affiliated Manager in this asset class.

b) Traditional Global Fixed Income — Cash Equivalents, Bonds, L.oans and Un-levered Fixed Income Derivatives.
The primary role of Global Fixed Income is to seek to: 1) generate income while diversifying the investment assets,
2) provide a safe, stable return, and 3) provide a deflationary hedge. The fixed income asset class may include, but is
not limited to the following components:

a) Cash equivalents;

b) US core credit including investment grade corporate, asset-backed, municipals and mortgage securities;

c) High-yield securities and liquid loans; and

d) Foreign government securities, investment grade foreign corporate debt denominated in US dollars or
foreign currencies from both emerging markets and developed countries.
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Advisors should ensure that managers are carefully managing portfolio duration, convexity, yield curve structure,
sector exposure, issuer concentration, credit quality, non-U.S. securities, and currency risk to achieve a balanced and
reasonable risk budget relative to the benchmark index for the fixed income portfolio. An Advisor may select itself
or an affiliated Manager in this asset class. :

c) Global Real Assets — Real Estate Investment Trusts (REITS) and Treasury Inflation Protected Securities (TIPS).

The primary role of global real estate is to seek to provide total return in excess of inflation, consistent with an
appropriate real estate benchmark index. The Managers selected by the Advisors must have demonstrated a
favorable record in managing real estate portfolios. The public real estate asset portfolio of the Fund may be
comprised of commingled pools and/or a portfolio of real estate investment trusts (REITs), which are well
diversified by property type and geographic location. Advisors shall invest in instruments which comprise a
portfolio well diversified by the four main property types, including office, retail, industrial, and multifamily
residential, as well as by geographic region, and tenancy/leasing structuie. If a real estate investment is made via a
commingled vehicle, the prospectus or operating guidelines of that vehicle will serve as the operative policy. The
Advisors are responsible for ensuring that the selected vehicle or portfolio has adequate risk controls in place and
that the Manager is investing according to the operative policy. The Advisors may also invest in TIPS as a
diversifier, or if they believe that they provide a better value than REITs, as an inflation hedge. An Advisor may
select itself or an affiliated Manager in this asset class.

d) Low Volatility Marketable Alternatives — Funds of Hedge Funds, Individual Hedge Funds, Commodity Funds,
and Mutual and Exchange Traded Funds employing alternative strategies. The primary role of this asset class is to
seek to provide a consistently positive return source above the risk free rate that has low volatility and low
correlation to the other asset classes, and the secondary role is to provide an inflation hedge through a commodity
allocation. This asset class consists of a diversified portfolio of hedge fund strategies deemed appropriate by the
Advisor for this role, including but not limited to macro, commodity trading advisors, relative value, opportunistic,
global tactical asset allocation, distressed, and opportunistic. The Alternatives Advisor may utilize funds of hedge
funds, a portfolio of individual hedge funds, mutual funds or market neutral overlay strategies designed to achieve a
consistently positive return above the risk free rate. The Alternatives Advisor may select itself or an affiliate as the
fund-of-funds Manager or as one or more of the hedge fund Managers. The Alternatives Advisor is responsible for
ensuring that the selected vehicle has adequate risk controls in place. The Alternatives Advisor will seek to ensure
that Managers invest according to the offering memorandum or partnership agreement. The Alternatives Advisor
may select Managers that utilize reasonable amounts of leverage at the fund-of-funds level and Managers that utilize
reasonable leverage within their individual hedge funds. The liquidity requirements for individual hedge funds or
hedge fund-of-funds will be defined in the Advisor’s Investment Guideline Summary. Advisors should seek to
avoid direct or indirect investments in funds with redemption gates or side pockets, as well as funds which lack
reasonable transparency consistent with the investment strategy. Advisors should also avoid any funds with
excessive fees in relation to market practice and/or expected returns, or terms which do not align the interests of the
Manager with the client, as well as those that have the majority of assets in illiquid investments.

The primary role of the commodities allocation is to seek to provide a consistently positive return above inflation
with a low or negative correlation to the other asset classes. Commodities provide an inflation hedge and should
consist of a diversified portfolio of energy, metal, agricultural and other commodities, including but not limited to
oil, natural gas, grains, metals, and livestock. The Alternatives Advisor may utilize separate accounts or
commingled funds using a single Manager or a multi-manager approach. The Alternatives Advisor should utilize
strategies that have at least monthly liquidity under normal conditions and further liquidity guidelines will be
specified in the Advisor’s Investment Guideline Summary. The Alternatives Advisor may select an affiliate as the
Manager-of-Managers or as one of the Managers. The Alternatives Advisor is responsible for ensuring that the
selected Managers have adequate risk controls in place, especially for separately managed accounts. The
Alternatives Advisor will seek to ensure that Managers utilizing funds invest according to the offering memorandum
or partnership agreement.

e) Non-Marketable Equity Alternatives — Private Equity Funds, Funds of Private Equity Funds, Equity Hedge
Funds, and Cash Equivalents & Overlay Strategies. The primary role of Non-Marketable Equity Alternatives is to
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seek to provide enhanced total return to traditional equity through vehicles which may have limited liquidity and/or
utilize leverage and derivatives, but employ strategies which go beyond the long only equity portfolio. Equity
Alternatives include, but are not limited to, investments in private equity, venture capital, portable alpha, and long-
biased equity hedge funds. The Alternatives Advisor may utilize hedge funds that correlate to the equity markets or
overlay strategies such as portable alpha to hedge an underexposure to the targeted level of Non-Marketable Equity
Alternatives, and hold cash temporarily to meet capital calls. The Alternatives Advisor may select itself or an
affiliated Manager to hedge an underexposure in this asset class. The CEO may approve funds of private equity
funds, which consist of funds making primary and/or secondary investments in underlying private equity funds as
well as some direct investments. These funds are managed for returns with low correlation to returns in the
traditional equity markets, and with very little liquidity. Assets invested in these private funds are generally illiquid
for five to ten or more years. The CEO needs to invest the Fund’s assets in a consistent long-term approach so as to
limit the vintage year risk where there is a wide range of performance depending on the year the fund is launched.
The Non-Marketable Alternatives Providers will seek to ensure that general partners invest according to the offering
memorandum or partnership agreement. The Providers are responsible for ensuring that the selected vehicle has
adequate risk controls in place and invests within the stated style and the scope of its offering memorandum or
partnership agreement. Due to the long-term nature of a private equity investment, the measurement period for
complete evaluation will be over a ten-year period. A ten-year return is intended to cover at least one complete
market cycle, and is consistent with the average term of private equity fund-of-funds investments. The OHA staff
and Consultant will evaluate and the CEO must approve all investments in Non-Marketable funds within this asset
class.

f) Non-Marketable Credit Alternatives — Mezzanine Debt Funds, Specialty Loan Funds, Distressed Debt Funds,
and Credit Hedge Funds. The primary role of Non-Marketable Credit Alternatives is to seek to provide enhanced
total return to traditional credit through vehicles which may have limited liquidity and/or utilize leverage and
derivatives, but provide access to fixed income strategies with higher return potential. Credit alternatives include,
but are not limited to mezzanine debt, bank loans, distressed debt, special situations, portable alpha, and hedge
funds utilizing credit strategies. These strategies should have returns with moderate correlation to traditional fixed
income returns and low correlation to the other asset classes. The Non-Marketable Alternatives Providers are
responsible for ensuring that their selected vehicles have adequate risk controls in place and that their selected
vehicles conform to the offering memorandum or partnership agreement. The Alternatives Advisor may select itself
or an affiliated Manager to hedge an underexposure in this asset class using credit hedge funds, overlay strategies, or
traditional credit strategies. The OHA staff and Consultant will evaluate and the CEO must approve all investments
in Non-Marketable funds within this asset class.

g) Non-Marketable Real Assets & Opportunistic Alternatives — Natural Resource Funds, Infrastructure Funds,
Commodity Funds, Master Limited Partnerships (MLP’s) and unique investments that do not fit into another Asset
Class. The primary role of Non-Marketable Real Assets & Opportunistic Alternative investments is to seek to
provide an inflation hedge, and the secondary role is to provide enhanced total return above Traditional Real Assets
by committing capital for ten years or more to private market real asset strategies. Real assets include, but are not
limited to real estate, TIPS, commodities, and natural resources. The OHA Staff and Consultant will evaluate and
the CEO must approve all investments in Non-Marketable funds within this asset class. The Alternatives Advisor
may hedge target exposure using such marketable assets as MLP’s, CTA’s, REITs, TIPS, overlay strategies, or
mutual and exchange-traded funds utilizing real asset strategies. The Alternatives Advisor may select itself or an
affiliated Manger to hedge underexposure in this asset class.

h) Hawaii Direct Investments. The primary role of Hawaii Direct Investments is to seek a total return of five
percent in excess of inflation from real property that provides office space to OHA in Hawaii. This asset class
includes the legacy investment in Russell Investments Private Real Estate Fund. All direct real estate investments
must be made within the context of the Direct Investment Policy Statement.
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Section 9. Prohibited Investments

The following investments are prohibited. Should a prohibited transaction occur, the Advisor must report it
immediately after discovery to the Consultant and OHA staff, who will report it at the next BOT meeting.

9.1 Self-Dealing Transactions. Managers cannot purchase or hold any security of the Advisor who selected them,
unless permitted by law.

9.2 Financial Institution Deposits including CDs. Direct deposits may not exceed the Federal Deposit Insurance
Corporation insurance limit unless they are 100% collateralized by eligible U.S. government securities or fully
covered by a surety bond.

9.3 Letter Stock. Letter stock and other unregistered equity securities are prohibited except in the alternative asset
classes. '

Section 10. Derivatives Policy

This Derivatives Policy applies to all investments with the exception of those permitted in funds in the alternative
asset classes. Investments in derivatives shall not create a leverage effect on portfolio returns and must be consistent
with the asset class they are in. Structured securities, futures, forwards, total return swaps, interest rate swaps, credit
default swaps, options and other derivatives are permitted only if they are used in a defensive hedging manner (e.g.
to hedge a currency, equitize cash, or to create an overlay strategy or structured fixed income portfolio). Advisors
will be required to report on a periodic basis (at least annually) to the BOT on their use of derivatives for any
purpose and to assure compliance with this Policy.

Section 11. Voting of Proxies

The BOT has delegated the authority to Advisors and Managers to vote proxies. For separately managed accounts
(not pooled vehicles), the BOT reserves its right to exercise its proxy rights when it so chooses and to vote the
proxies of invested companies as it deems appropriate. The proxy voting review process and guidelines are set forth
in the OHA Native Hawaiian Trust Fund Operational Procedures.

Section 12. Trades, Exchanges & Valuation

12.1 Selling or Exchanging Securities. Investment Managers may sell or exchange securities in the course of daily
management of specific funds. The goal of all such trades is to maximize portfolio performance while maintaining
an appropriate risk profile.

12.2 Marking to Market. To account for market fluctuations and volatility, the Custodian or its agent (independent
pricing agent) will mark to market all securities at least monthly. When market values are not available, the
Custodian will follow the prevailing best practices regarding fair valuation.. If a significant market event takes place
during the month that impacts the value of the portfolio, the Custodian or its agent will determine the impact on the
portfolio. ’
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Section 13. Procedures for Selecting and Reviewing Investment
Advisors

13.1 Review Process. Fund investments will be managed by professional Advisors and Managers except to the
extent the BOT specifically delegates investment authority for other strategies for which the Fund's Advisors do not
have specific expertise under the Manager-of-Managers' approach or for OHA’s Enhanced Liquidity Account. When
the BOT elects to retain a new Investment Advisor(s), the OHA staff will select four finalists to make an oral
presentation. Evaluation factors will include three-year, five-year and ten-year performance record, as available, and
the associated risks taken to achieve the returns, the quality and stability of the investment personnel and process of
each company, adherence to philosophy/style and the fees charged by each company.

A contract will be executed pursuant to the Fund’s Operational Procedures.

13.2 Selection Criteria for Advisors. Criteria will be established for each Advisor search undertaken by the BOT and
will be tailored to the BOT’s needs. These criteria are applicable to discretionary Manager-of-Managers and may not
necessarily be applicable for the Enhanced Liquidity Account Manager. In general, eligible Advisors will possess
attributes including, but not limited to, the following:

a) For Manager-of- Manager searches, the firm must exhibit capabilities to offer Manager-of-Manager
programs across a variety of asset classes and are capable of utilizing qualified Hawaii-based Managers;

b) For specific asset class searches, the firm must be experienced in managing money for institutional clients
in the asset class/product category/investment style specified by the BOT;

¢} The firm must have a minimum five-year history with managing institutional assets, demonstrate continuity
of key personnel, and offer a reasonable fee schedule; shorter-term histories will be considered for entire
portfolio management teams that have portable track records from predecessor firms;

d) The firm must display a record of stability in retaining and attracting qualified investment professionals, as
well as a record of managing asset growth effectively, both in gaining and retaining clients;

e) The firm must have an asset base sufficient to accommodate the Fund's portfolio: Manager of Managers
should have at least $20 billion of discretionary institutional assets under management; the Fund's portfolio
should represent no more than 5% of the firm's total asset base for any Advisor;

f) The firm must demonstrate adherence to the investment style sought by the BOT, and adherence to the
firm's stated investment discipline;

g) The firm should promote good governance in its proxy voting policy and adhere to best practice standards.
regarding transparency, manager fee structure, leverage, and liquidity in the alternative asset classes;

h) The firm’s fees should be competitive with industry standards for each product category and overall;

i) The firm must comply with the "Duties of the Investment Advisors" outlined in this Statement and should
conform to GIPS (Global Investment Performance Standards) for performance reporting; A

j)  The firm must be able to offer investment education programs to the BOT and OHA staff at least once a
year; and

k) The firm must be able to provide analytics tools and/or reports necessary for OHA staff and Consultant to
monitor and analyze asset allocation, risk, and manager performance.

13.3 Criteria for Advisor Review and Monitoring. The BOT reserves the right to terminate an Investment Advisor at
any time with reasonable notice as defined in the contract between the BOT and the Investment Advisor. Grounds
for termination may include, but are not limited to:

a) Failure to comply with the guidelines agreed upon for the management of the Fund's assets; including
holding restricted securities and conducting prohibited transactions;

b) Failure to achieve performance objectives specified in this Statement or the Advisor's contractual
guidelines;

c¢) Significant deviation from the Advisor's stated investment philosophy/style and/or process.

d) Loss of key personnel or significant ownership changes that create instability in the organization;
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e) Evidence of illegal or unethical behavior by the Investment Advisor;

f) Lack of willingness to cooperate with reasonable requests by the BOT, Investment Consultant or OHA
staff for information, meetings or other material;

g) Loss of confidence by the BOT; and

h) A change in the Fund's asset allocation program which necessitates a shift of assets to another process or
style. :

The presence of any one, or a combination of these, factors will be carefully reviewed by the BOT, but will not
necessarily result in an automatic termination.

13.4 Performance Monitoring. The OHA staff and Consultant shall monitor monthly statements and receive
quarterly performance reports from the Advisors. The Advisors shall monitor, at least monthly, the investment
results of each Manager under contract to determine whether or not that Manager is performing up to the standard
required by the benchmark of performance specified in the Manager's contract.

13.5 Advisors Total Return Comparison. The BOT expects that each Advisor’s total portfolio performance over a
market cycle will meet or exceed the benchmark index established for that Advisor.

13.6 Total Portfolio Returns. The BOT expects that the Fund’s combined investment results over a market cycle will
be in the top 50% of a nationally recognized universe of foundations and endowments with similar sized portfolios.

13.7 Asset Class Returns. Specific asset class investment results shall be measured against benchmarks as detailed
in the Advisor’s Investment Guideline Summary.

13.8 Advisor Alerts. Advisors are expected to keep the BOT, OHA staff and Consultant informed of any material
changes in their respective firms (i.e. change in personnel, ownership, policy, etc.).

13.9 Termination. If at any time the standard required is not being met by an Advisor, the BOT will determine what
action will be taken toward the Investment Advisor. The decision to terminate an Investment Advisor shall be by
majority vote of the BOT present at the meeting subject to the contractual agreement.

Section 14. Liquidity Policy

The Redemption liquidity of the total Trust Fund will be maintained with a minimum 65% of the Fund’s assets able
to be liquidated at market value under normal conditions on at least a quarterly basis (advance notification and some
restrictions may apply). Investments with liquidity less than quarterly require the approval of the CEO. At least
50% of the total Trust Fund’s assets must be liquid on at least a monthly basis at market value without restriction or
advance notice longer than five business days under normal conditions. The Liquidity requirements for each Advisor
and the assets under their management will be specified in their Investment Guideline Summaries and/or Investment
Management Agreements.

Section 15. Errors & Omissions

The Advisor is to correct any material violation of the provisions of this Statement within a reasonable time period
upon discovery. The Advisor will reimburse the Fund for a realized loss resulting from a material violation as agreed
in the contract between the BOT and the Advisor.
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Section 16. Adding New Asset Classes

The Investment Consultant with the assistance of OHA staff will work with the Advisors to assign each investment
(e.g. fund) to an asset class portfolio, a custom benchmark index, and a peer manager universe. If the Advisor
proposes an investment that doés not fit into one of the approved asset classes listed in Section 5, the Advisor will
prepare a written recommendation to the OHA staff / Consultant justifying the investment. The recommendation
must include a description, of the new asset class, rationale for including the new investment, historical returns and
risk statistics, liquidity, analysis of impact on the risk/return of the Fund, the benchmark index and manager peer
universe. Adding a new asset class will require the approval of the CEO and the BOT.

Section 17. Interpretation

This Statement will be incorporated as an addendum in the agreements between the OHA BOT and each Advisor.
In the event of any conflict or inconsistency between the terms of the agreement and this Statement, other than the
Section 4.4 Duties of the Investment Advisors and anything designated as a Fundamental Investment Policy, the
terms of the agreement with the Advisor shall govern. :

Section 18. Hawai‘i Direct Investment Policy (HDIP)

The CEO has the delegated power to allocate up to $25 million, but not to exceed 10% of the market value of the
Fund at the time of investment, on a cost basis for Hawai‘i Direct Investments, including real estate and equity
positions in companies based in Hawaii or with significant operations in Hawaii. Approved uses for this allocation
include the acquisition of corporate real estate that OHA will occupy in whole or in part and funding BOT-approved
lending programs for Native Hawaiians. This allocation may not be used for any other purpose until the acquisition
of OHA'’s first corporate headquarter real estate property is complete. Investments other than corporate real estate
and BOT-approved lending programs must be approved by a supermajority vote of the BOT. The combined cost of
all direct investments, less any return of capital to the Fund from these direct investments, cannot exceed the $25
million allocation.

18.2 Delegation of Authority. All final acquiéition, development, and/or disposition decisions of Hawai‘i direct
investments must be approved by the BOT. The BOT delegates to the CEO the authority to: ‘

a) Administer the HDIP and approve and implement procedures to carry it out;

b) Delegate duties to OHA staff as necessary to fulfill and implement this policy;

c) Deny opportunities that do not satisfy current policy, guidelines, and/or criteria approved by the BOT;

d) Execute contract and agreements;

e) Conduct investment due diligence, negotiations, and on-going performance monitoring;

f)  Structure real estate financing terms for approval by the BOT;

g) As necessary, oversee and manage the operational functions associated with each investment, including
selecting and terminating service providers, negotiating leases and setting fee schedules (including market-
based lease terms for OHA occupied space), obtaining and approving permits, licensing, and leasing,
approving tenant improvements, sub-leases, evictions, use and service agreements, and making all other
operational decisions associated with the investment; and

h) Determine when to segregate assets to fund acquisitions and to place those assets with OHA staff to invest
in the Enhanced Liquidity Account (ELA) until acquisitions are closed. These funds do not count toward
the spending limit on annual transfers to the ELA

The BOT reserves the right to approve all other decisions not listed above.
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18.3 Permissible Investment. For OHA’s headquarter corporate real estate acquisition, OHA is to invest in real
estate located on the island of O‘ahu. OHA may own such investments in its own name or, to the extent permitted
by law, through title holding entities, and may transfer real estate properties from direct ownership to a title holding
entity, or vice versa, during the course of the holding period of the investment. Realized gains generated from real
estate dispositions should credit the cost of the investment allocated to the direct investment program.

All direct investments should demonstrate the ability to generate current income and capital gains consistent with
the asset class benchmark index and Fund’s long-term objective.

18.4 Leverage. OHA may finance the acquisition of corporate real estate with a mortgage. The property may be
pledged as collateral under a non-recourse structure to OHA. Any amount of recourse back to OHA, including an
OHA guarantee, will be considered a use of capital and therefore be counted toward the $25 million allocation.

18.5 Market Valuation. Market valuation of corporate real estate is determined by biennial appraisals conducted by
a reputable independent appraisal firm and that value will be utilized until the next appraisal. Prior to the first
appraisal, the market value of the asset is assumed to equal its acquisition cost.

Section 19. Enhanced Liquidity Account Investments

The BOT has authorized the use of an Enhanced Liquidity Account (ELA) utilizing primarily short-term and
intermediate-term U.S. government and agency securities, TIPS, MLP’s, liquid alternative risk premia strategies,
and passive beta strategies to manage OHA'’s short-term (less than 18 months) cash flow. The ELA may be managéd
internally by OHA staff or externally by a registered investment advisor. The primary objectives of the ELA are to
expedite the ability to meet fiscal obligations and efficiently manage short-term cash needs; a secondary objective is
to provide a highly liquid, low volatility, low or anti-correlating asset to the Fund. As such, OHA may hold up to
10% of the net assets of the Fund in the ELA. The custody of short-term investment assets shall remain with OHA’s
Fund Custodian.

19.1 Permissible Investments. Assets held within the ELA must have no less than monthly liquidity under normal
conditions. Passive index mutual funds, passive exchange-traded funds, passive institutional commingled funds,
liquid alternative risk premia strategies, short-term U.S. government and agency securities, cash, and cash
equivalents are permitted. A list of allowable investment vehicles for each asset class must be reviewed by the CFO
and Consultant, approved by the CEO, and presented to the BOT for review. OHA staff or its external Manager
may only select from this Approved List of investments vehicles in the ELA.

19.2 Asset Allocation and Rebalancing. The investments should be highly liquid with low volatility. Under normal
conditions, the ELA’s assets should be targeted no more than 2.0 percentage points (absolute) away from the
strategic target allocation set forth in the ELA Manager’s Investment Guideline Summary or Investment
Management Agreement. OHA staff and the Consultant will devise a targeting and rebalancing process with a
maximum tolerance approved by the CEO. If managed internally, OHA staff will execute the process; otherwise the
external Manager will execute the process. Decisions to target the asset allocation outside of the maximum 2.0%
tolerance shall be reviewed by the Investment Advisory Committee and/or CFO, approved by the CEO, and reported
to the BOT prior to implementation.

19.3 Internal Controls. Internal operational controls and procedures relating to short-term investments shall be
outlined in the OHA Native Hawaiian Trust Fund Operational Procedures.

19.4 Advisor and Manager Selection. The BOT will approve OHA staff under the supervision of the CFO and CEO
as the Advisor and an external Manager to manage the ELA. The external Manager may not have full investment
discretion; therefore, provisions relating to discretionary Advisors in this Statement may not necessarily apply to the
ELA Manager. The duties of the ELA Manager shall be established based on the Investment Management
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Agreement between the Manager and the BOT. BOT presentations by four finalists are not necessary for ELA
Manager selection.

19.5 ELA Policy Benchmark & Investment Guidelines. The Policy performance benchmark for the ELA shall be
the combination of market indexes and the risk free rate as set forth in the Manager’s Investment Guideline
Summary or Investment Management Agreement, which will also establish investment guidelines for managing the
account.

Section 20. Investment Risk Management Policy

The Native Hawaiian Trust Fund (“NHTF”) Investment Risk Management Policy is designed to ensure that there are
risk control measures in place to identify, monitor, and manage the level of risks and to balance the long-term
expected risk and return objectives of the NHTF investment portfolio. The OHA Board of Trustees (“BOT”)
recognizes that the undertaking of risks is generally unavoidable in investment management. The purpose of this
policy is not to eliminate risks, but to understand the risks through the implementation of disciplined processes and
procedures. Risk control measures include continuous monitoring and timely reporting by OHA staff to ensure the
effectiveness of OHA'’s investment risk management system. This Policy is not intended to provide an exhaustive
list of risks or provide a comprehensive list of process and procedures to identify and mitigate risks. Rather, this
policy provides generally accepted approaches to risk management that can be implemented through investment
guidelines and operational policies and procedures.

Risk Management

Key risk factors may stem from internal or external sources. The assessment of risk may be both qualitative and
quantitative. The OHA staff and Consultant shall conduct an annual qualitative risk assessment identifying key risk
factors, sources of risk, risk mitigants, and remediation plan, if necessary, to manage these risks. OHA staff shall
also provide quantitative risk reporting to the BOT using commonly accepted quantitative risk reporting measures
on a quarterly basis. Risk management measures may include the following:

1) Establish internal policies and procedures to minimize operational and legal risks;

2) Establish investment guidelines for eligible investments, diversification, rebalancing, liquidity, leverage,
and use of derivatives;

3) Annual reporting of portfolio volatility (measured using standard deviation of returns) and expected
volatility and return provided by the Investment Advisors;

4) Annual reporting of tracking error for OHA'’s liquid assets;

5) Annual reporting of leverage, currency risk, concentration risk, and liquidity risk;

6) Annual external financial audit by a reputable independent audit firm; and

7) Periodic review of the Investment Policy Statement and Risk Management Policy as necessary to assess the
relevance and effectiveness of these policies.

Implementation

It is the responsibility of OHA’s Chief Executive Officer to ensure that risk management policies and procedures are
in place to identify, monitor, and manage investment risk. It is the OHA staff’s responsibility to implement internal
procedures and continuously monitor the investment portfolio and Advisor activities to ensure policy and guideline
compliance. OHA staff shall rely on most recent data available provided by the Custodian and Advisors to analyze
risk statistics and provide risk reporting. A risk management review shall be provided to the BOT by the Investment
Consultant on an annual basis, or more frequently as needed.
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L. PURPOSE. The purpose of this policy is to ensure the continued viability of the
Office of Hawaiian Affair's (OHA) Native Hawaiian Trust Funds (NHTF) by providing
specific guidelines to balance the objectives of maintaining principal and producing
large, stable and predictable spending. Decisions affecting management of the NHTF
focus upon four conflicting objectives:

A. Maximize long-term total return;
B. Maximize annual spending from the Trust;

C. Preserve the real value (purchasing power) of the Trust’s principal and of its
spending distributions over the long term;

D. Maximize the stability and predictability of spending distributions. In other
words, minimize the spending shortfall risk.

II. OBJECTIVE. The following spending policy reflects the objective of distributing as
much total return as is consistent with the overall defined investment objectives while
protecting the value of the principal.

III. DEFINITIONS. To further clarify the spending policy, the following definitions
are used:

A. Native Hawaiian Trust Fund defined as all Public Land Trust revenue

emanating from 5(f) funds that is subject to OHA’s Native Hawaiian Trust Fund
investment policy.

B. Spending Rate is the percentage (%) applied to the average market value to
determine the spend amount.

C. Annual Spending Withdrawals defined as the maximum amount authorized
to be budgeted from the Native Hawaiian Trust Fund in one fiscal year.

D. Moving Average Rule - to spend a fixed percentage of the average Native
Hawaiian Trust Fund’s average market value (e.g., spend 5.0% of the average market
value of the previous 20 quarters).

NHTF Spending Policy
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E. Annual Ceded Land Revenues — shall be the $15.1 million (fifteen million one
hundred thousand dollars) annual revenues received from the state of Hawai'i as of
fiscal year 2006-2007, or including any adjustments to annual ceded lands revenues in
the future by the state of Hawai'i.

F. State of Hawai'i General Fund appropriations are determined by the
Legislature during each Biennium and are spent for a specific purpose.

G. To Spend is the result of multiplying the moving average rule (Moving
Average) by the spending rate.

H. Spent is when actual disbursement or encumbrances of funds is made.
Trustees should never appropriate funds beyond the Spending Policy calculated
amount.

I. Average Market Value - shall be computed quarterly based upon the monthly
statements received from OHA'’s Custodian of Record, the average shall be computed
from the most recent 20 quarter period ending as of March 31¢, fifteen months prior to
the start of the budget on July 1. If real estate is included in the Native Hawaiian Trust
Fund then the real property market value shall be included to compute the average
market value.

J. Public Land Trust Revenue — emanating from 5(f) funds that the State of
Hawai'i remits to the Office of Hawaiian Affairs.

K. Real Property Market Value — shall be based upon the latest real estate
appraisal. Such an appraisal should be conducted every five (5) years or upon the sale
of any respective real estate property, whichever comes first.

L. Investment - an acquisition for future income or benefit.

M. 5(f) Funds — refers to Section 5(f) of the State of Hawai’i Admissions Act.

N. Total return is defined as the sum of earned interest and dividends and
realized and unrealized gains or losses, less all investment management costs (e.g.

investment consultant, custodian, money manager fees).

O. Native Hawaiian Self-Governance Spending Withdrawal defined as a
maximum cumulative authorization not to exceed $3,000,000 to be budgeted from the

NHTF Spending Policy
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Native Hawaiian Trust Fund for self-governing efforts of the Office of Hawaiian
Affairs.

IV. POLICY/PROCEDURE. Consistent with the overall investment goals of the Native
Hawaiian Trust Fund, the following spending rates and rules for distribution are set
forward.

A. The formula for determining annual spending withdrawals and the
mechanics of its implementation shall adopt the Moving Average Rule, whereby;

1. OHA will spend a fixed percentage of no more than five percent (5%) of
the Native Hawaiian Trust Fund’s average market value,

plus

2. Ceded Land Revenues received by OHA

plus

3. State of Hawai’'i General Funds received by OHA
plus

4. Any funds available but not spent in previous fiscal years (Fiscal Reserve),
held within the Native Hawaiian Trust Fund.

B. Regardless of the performance of the Native Hawaiian Trust Fund, OHA's
spending policy will apply. The 5% spending rate shall be applied to investment
portfolio and real property assets intended to be income or benefit producing.

C. Funds available from sources other than those defined in Section IV.A. of this
policy are not limited by this annual spending withdrawal formula.

V. SPECIAL SPENDING WITHDRAWAL. Public Law 103-150 recognizes that the
“...indigenous Hawaiian people never directly relinquished their claims to their
inherent sovereignty as a people or over their national lands...” and urges the President
of the United States to “...support reconciliation efforts between the United States and
the Native Hawaiian people.” Act 195 was signed into law on July 6, 2011 and
recognized the Native Hawaiian people as the only indigenous, aboriginal, maoli
people of Hawaii. Act 195 encourages OHA to “...continue to support the self-
determination process by Native Hawaiians in the formation of their chosen
governmental entity” and notes that the State has designated OHA “...as a trust vehicle

NHTF Spending Policy
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to act on behalf of Native Hawaiians until a Native Hawaiian governing entity could be
reestablished...”. Balancing the opportunity for the formation of a governmental entity
that would empower Native Hawaiians to exercise their un-relinquished inherent
sovereignty with the objectives of maintaining principal and producing large, stable
and predictable spending, a special cumulative spending withdrawal of no more than
$3,000,000 can be authorized to be budgeted from the Native Hawaiian Trust Fund for
self-governing efforts of the Office of Hawaiian Affairs and will be known as a Native
Hawaiian Self-Governance Spending Withdrawal. Authorizations of funds pursuant
to Section V. will require a separate Action Item appropriation request pursuant to
Section 1.4.b of OHA'’s Board of Trustees Executive Policy Manual. This Section V.
specifically disallows transfer of funds or appropriations of any kind to the Native
Hawaiian Roll Commission, as established by Act 195.

VI. REVIEW

A. The Spending Policy will be reviewed at least every two years or as
recommended by the Chair of the ARM Committee.

B. Modifications to the Spending Policy must meet requirements as provided by
the then current By-Laws. Any modification or exceptions to OHA’s Spending Policy
shall require six (6) votes and two (2) readings at the Board of Trustees level and require
external due diligence to be conducted.

VII. EFFECTIVE DATE. “The effective date of this policy is February 27, 2014 and this
policy shall be deemed to pre-exist funds disbursed to OHA by the State pursuant to
Act 178, SLH 2006.”

Adopted on the 27th day of February, 2014

OFFICE OF HAWAIIAN AFFAIRS BOARD OF TRUSTEES

CHAY. MetRa Ay

Colette Y. M'achado, Chairperson

First Reading 2/20/2014
Second Reading 2/27/2014

NHTF Spending Policy
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OHA'’S NATIVE HAWAIIAN TRUST FUND SPENDING POLICY’S
FISCAL RESERVE WITHDRAWAL GUIDELINES

I. INTRODUCTION. The Office of Hawaiian Affairs two criteria for an effective Fiscal
Reserve are the following: (1) the fund collects and dispenses appropriate amounts of
money at appropriate times; and (2) it is simple to operate. Of the various alternatives
studied by Administration, the fiscal reserve fund proposed here comes closest to
satisfying these criteria. The purpose of this section is to describe the proposed
operation of OHA'’s fiscal reserve as established by OHA’s Spending Policy, which was
initially adopted on October 31, 2000 and subsequently amended in September 2004,
July 2006, and May 2009, respectively. These guidelines are not policy, rather it clarifies
existing policy that exists on page 3, section IV of OHA’s Native Hawaiian Trust Fund
Spending Policy section entitled, “Policy/Procedure” and states “plus” A.3 “Any funds
available but not spent in previous fiscal years, held within the Native Hawaiian Trust Fund.”

II. OHA’S NATIVE HAWAIIAN TRUST FUND SPENDING POLICY’S - FISCAL
RESERVE. Following is a description of the fiscal reserve fund:

A. Objective. OHA'’s fiscal reserve fund is designed to provide money in certain
situations.

B. Authorized uses. Money can be authorized under any of the 3 (three)
permissible purposes as follows:

1. Budget Stabilization ~ To address shortfalls in funding that directly
translate into a significant spending decrease for a budget year. The
shortfall can be the result of a downturn in the economy that negatively
impacts the value of the NHTF investments, or can be the result of a
reduction in general funding or ceded land revenue payments received
from the state. Costs of programs can be funded through the fiscal
reserve if it is determined that not providing the funding will have a
severe negative impact on OHA’s beneficiaries. The amount that can be
utilized under this category in any given fiscal year, cannot exceed the
previous year’s spending limit subject to the limitations set forth in (E.)
below. In other words, the budget stabilization can be used so that the
fiscal reserve will supplement the current year budget to be at least equal
to the prior year budget up to the limit set forth in (E,) below.

2. Unpredicted One-time Payments — to address events or oppértunities
that are non-recurring in nature, have not been contemplated in the

NHTF Spending Policy’s Fiscal Reserve Withdrawal Guidelines
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budget process, and cannot wait to be included in the next budget cycle.
This category would also include any expenditures needed to address
legal issues as well as to remedy an emergency condition (which means a
situation that creates a threat to public health, welfare, or safety that may
arise by reason of major natural disaster, epidemic, riot, fire, or other
reason.) The maximum designation amount under this category is subject
to the limitations set forth in item (E.) below.

3. Capital Acquisitions — Major purchases of non-investment land or other
capital assets that either have not been contemplated during the time of
budget preparation, or cannot be addressed within the confines of the
budget, and cannot wait to be included in the next budget cycle. The
maximum withdrawal amount under this category is subject to the
limitations set forth in item (E.) below.

C. Maximum Designations. The maximum designations allowable to be made
in any given fiscal year, using any combination of items B.1. through B.3. above, are
limited to no more than $3,000,000 annually. The $3,000,000 limitation is based on the
fiscal year in which the designation is made, regardless of the year of funding specified
in the designation. For example, if a $2m designation is made in budget year 1, to be
funded in budget year 2, the $2m will count towards the limit in budget year 1, and
only an additional $1m can be designated in budget year 1. In budget year 2, the full
$3m of designations is still available.

D. Special Circumstances — There may be special circumstances that will
require the use of funds in excess of the categories noted above. For example, the
imminence of the passage of a federal recognition bill may trigger events for which
OHA will be required to spend monies not otherwise available. In these special
circumstances, the criteria set forth above can be waived by the BOT with a vote of the
super majority plus 2 (8 affirmative votes). Since the “fiscal reserve” is a part of OHA's
Native Hawaiian Trust Fund and not an account established separately, if and when the
fiscal reserve is utilized, the funds identified will merely serve as an additional means
of financing.

E. Deposit Calculations. The source of data required to calculate the amount to
be “restricted” as an OHA NHTF Spending Policy Fiscal Reserve shall be subject to
audited financial statements for the respective fiscal year. Estimated year-end budget
surpluses based upon unaudited records are not permissible.

NHTF Spending Policy’s Fiscal Reserve Withdrawal Guidelines
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F. Restrictions. The operation of the fiscal reserve fund is subject to two (2)
restrictions:

1. no more than the current balance of the fiscal reserve in any year will
be designated from the fund (e.g., the fund’s balance cannot be
negative after accounting for all designations; and

2. the total amount of money earmarked as a fiscal reserve does not have
an upper threshold (cap) imposed upon it.

G. Operation

A. Pursuant to the OHA Spending Policy, Administration is tasked with
calculating the spending policy limitation for the upcoming fiscal year utilizing a 20-
quarter rolling average of the Native Hawaiian Trust Fund’s market value, ending as of
March 31¢, fifteen months prior to the start of the budget on July 1. The respective 20-
quarter rolling average along with a Board of Trustees determined spending rate (up to
5%) eventually determines the upper threshold for the development of a biennium
budget, which is revisited during the supplemental year to correct any upward or
downward adjustments in accordance to the actual spending policy formula. Note:
during the development of a biennium budget, only the first fiscal year can utilize
actual figures with the second year requiring Administration to “estimate” the market
value of the upcoming four quarters based upon financial analysis techniques.

B. Only upon the close of OHA's fiscal year end financial records and the
successful completion of a financial audit engagement can fiscal year “expenditure”
figures be utilized, less any investment related expenses, and then deducted from
OHA'’s calculated spending policy ceiling. As a part of OHA's adjusting fiscal year end
journal entry, the difference is to be accumulated to any existing fund reserve account.
Note: the funds are maintained within the Native Hawaiian Trust Fund, without the
benefit of interest income and/or capital gains accrual, and are merely recognized as
“reserved” funds within OHA's financial statements.

III. PROCEDURE. The procedure to be followed when requesting money via these
guidelines for Board consideration shall be in the form of an Action Item and must
include, at a minimum, the following information:

1. Identify the originator of the request;

2. Cite specific “Authorized Use” being requested as:
a. B.1.Budget Stabilization,
b. B.2. Unpredicted One-time Payments, or

NHTF Spending Policy’s Fiscal Reserve Withdrawal Guidelines
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c. B.3. Capital Acquisitions

3. Cite D. Special Circumstances if applicable.

4. Explain why the request cannot be accommodated with funds from the
current Core Operating Budget.

5. State the urgency of the request and its impact on OHA if the request is
denied or the decision is delayed.

6. Attach a letter or proposal detailing the request in sufficient detail to
reasonably draw a conclusion of merit.

IV. VOTING REQUIREMENTS.

A. The Board of Trustees with six (6) affirmative votes may authorize
expenditures from the fiscal reserve up to the maximum designation allowable under
Budget Stabilization, Unpredicted One-time Payments, and Capital Acquisitions
categories as set forth in Section II. B.1., B.2. and B.3,, respectively, above.

B. The Board of Trustees with eight (8) affirmative votes may authorize
expenditures from the fiscal reserves above the maximum designation allowable under
the Special Circumstances category as set forth in Section I.D. above.

Adopted on the 27th day of February, 2014

OFFICE OF HAWAIIAN AFFAIRS BOARD OF TRUSTEES

MM?MM%

Colette Y. Machado, Chairperson

First Reading 2/20/2014
Second Reading 2/27/2014
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I. VISION

The OHA real estate vision is to be the real estate partner of choice:

e By every person and entity with any involvement in Hawai‘i lands: individuals,
institutions, corporations, public purpose entities and government agencies.
¢ For any and every type of Hawai'i property and Property Involvement.

II. MISSION

OHA shall protect and preserve Hawai‘i lands and their cultural significance by:

¢ Bridging the ancient use of lands with future land use patterns

o Advocating for land use and transaction practices and regulations congruent with the
Hawaiian Sense of Place.

¢ Creating financially viable Property Involvements.

III. OHA REAL ESTATE STRATEGY

1. OHA Will Champion Real Estate Best Practices

A. Best Practices

1) The Board and Staff will model Best Practices in all OHA Property Involvements.
2) The OHA Real Estate Strategy shall be consistent with OHA’s mission, values,
goals, and resources.
3) The implementation of the OHA Real Estate Strategy will be guided by a
congruent OHA Real Estate Business Plan and OHA Real Estate Investment
Policy.
4) OHA Property Involvements shall be World Class and have congruency among
the following elements:
a. Strategy
b. Structure
c. Staff
OHA Real Estate Vision, Mission, and Strategy Page 2
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g.
h.

Rewards
Tasks
Resources
Systems

Style.

5) OHA will meet Prudent Investing Standards applicable to investment properties.

B. Real Estate Asset Allocation Model

1) OHA shall prioritize resource allocation by adopting a Real Estate Asset

Allocation Model to include:

a. Legacy Lands

1. Conservation and Preservation Lands

i1. Cultural Lands

b. Corporate Real Estate

c. Programmatic Lands

i. Housing Lands

ii. Agricultural Lands

iii. Educational Lands

iv. Health & Human Services Lands

v. Community Lands

d. Investment Lands

i. Directly held Lands

ii. Value creation (development) Lands

iii. Real Estate Investment Fund

2) The Real Estate Asset Allocation Model shall be congruent with and developed in

OHA Real Estate Vision, Mission, and Strategy Page 3
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conjunction with the OHA Investment Policy.
C. Prudent Investment Standard

1) OHA shall develop specific investment decision criteria consistent and congruent
with the OHA Real Estate Business Plan and OHA Real Estate Investment Policy.

2) OHA shall conduct Due Diligence on all Property Involvements in order to assess
risk and reward.

3) The implementation of Property Involvements will include the separation of (1)
opportunity origination; (2) Due Diligence and evaluation; and (3) approval
functions.

D. World Class Strategic Management

1) Trustees shall devote their attention, time, energy and resources to big picture,
high-level, major policy priorities — not transaction specific deal-making.

2) The Board of Trustees shall emphasize policy making and approval of capital
commitments.

3) Staff shall be responsible for implementation of the Board of Trustees decisions.

E. Mandatory Property Standards

1) Every Property Involvement shall be considered in light of and be consistent with
Real Estate Asset Allocation Model and specific decision criteria.

2) OHA shall only consider Property Involvements in which a complete information
package consistent with OHA specifications is provided.

3) Once a proposal for a Property Involvement has been submitted to OHA, Trustees
shall have no contact, in any form (including social occasions) with any person
associated with the Property Involvement until after the closing or a denial of the

proposal.

OHA Real Estate Vision, Mission, and Strategy Page 4
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4) Any Trustee who has any personal relationship with any person or any entity
associated with a particular Property Involvement, shall reveal the nature of the
relationship prior to voting on any associated matter. The Board shall, in
consultation with counsel, decide whether that Trustee should be barred from
voting prior to taking the vote.

F. Types of Property Involvements

1) OHA shall acquire the following kinds of Property Involvements:

a. Ceded Lands to be held in trust for the future Nation.
b. Other Property Involvements as part of a land base to support the future Nation.
c. Property Involvements that enhance the stature, self-respect, self-sufficiency
and well-being of all Hawaiians.
d. Property Involvements that promote the well-being of all people with a
connection to Hawai'i.
e. Property Involvements that promote and respect Hawaiian places and their
sacred cultural traditions.
f. Property Involvements that provide places to promote OHA purposes, activities
and programs.
g. Property Involvements that generate the financial resources to sustain OHA, its
programs, purposes and mission.

G. Specific Decision Criteria / Dual Priority for Economic and Cultural Concerns

1) OHA shall develop specific decision criteria for each aspect of a Property
Involvement.

2) OHA shall apply multi-factor decision model — combining financial and non-

financial factors — to all property decisions.

OHA Real Estate Vision, Mission, and Strategy Page 5
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3) Sacred land involvements shall have economic integrity, for if they do not, their
financial sustainability shall be compromised and ultimately their sacred purposes
shall be compromised.

4) Entrepreneurial, profit seeking land involvements must respect all OHA values,
priorities and objectives.

2. OHA Shall Seek Portfolio Expansion
A. Beyond Ceded Lands

1) OHA shall proactively pursue control of Hawaiian properties beyond Ceded
Lands.

2) OHA shall pursue control of Hawaiian properties beyond Ceded Lands in order to
be the catalyst to transform Hawai‘i land stewardship.

B. Collaboration and Relationships

1) OHA shall seek to partner with other organizations to pursue all of its land-based
objectives — rather than independently trying “to do it all.”

2) OHA shall encourage private parties to pursue land involvements consistent with
OHA values, priorities, and objectives.

3) OHA shall be an advocate/agent/representative/partner of multiple levels of
government: federal/state/local.

4) OHA shall seek to be known as the pre-eminent joint venture partner for any
property project in Hawai'‘i.

5) OHA shall seek to be the organization that those who care about Hawai‘i — its
people, its culture, its history, and its lands — choose as the recipient for their
donations and their estates.

3. OHA Shall Seek Decision Making Influence over All Land in Hawai‘i

OHA Real Estate Vision, Mission, and Strategy Page 6
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A. Every Property in Hawai'i is Sacred

1) OHA shall promote the idea that every property in Hawai‘i is sacred and pursue
initiatives that help achieve a broad acceptance of this truth.

2) OHA shall pursue initiatives that respect the sacred qualities and cultural legacy
of every property.

3) OHA shall address issues for each land parcel and Property Interest that reflect its
sacred circumstances.

4) OHA shall model respect for the land and honoring Hawaiian Sense of Place.

B. Sacred Lands Assessment

1) OHA shall assess the sacred status and relative priority of every property in
Hawai‘i.

2) OHA shall implement a GIS-based inventory of all property in Hawai‘i that
includes information about property circumstances, owners, and their motives.

3) OHA shall initiate relationships with stakeholders of significant properties.

C. Advocate Superior Land Policy

1) OHA shall advocate that every property analysis and appraisal report for any
property transaction shall contain an assessment of how that property and
transaction may influence the Hawaiian Sense of Place.

2) OHA shall advocate that a precondition to implementing any proposed Property
Involvement — particularly property development and modification - shall be an
assessment of how that proposed Property Involvement would affect the Hawaiian
Sense of Place.

3) OHA shall take leadership to articulate and document the Hawaiian Sense of

Place.

OHA Real Estate Vision, Mission, and Strategy Page 7
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4) OHA shall employ its power, stature, and influence to encourage responsible land
stewardship and development.
D. Sacred Land Advocacy
1) OHA shall pursue education, advocacy, collaborative development relationships,
legislative initiatives, and — where necessary/appropriate — 1itigatior_1 to protect,
preserve and enhance Hawai‘i lands.
2) OHA shall protect Hawai‘i places that need protection.
3) OHA shall employ its power to encourage urban development that models the
Hawaiian Sense of Place.
4. OHA Shall Establish Superior Organization and Infrastructure
A. Professional Property Investing and Stewardship
1) To provide competent, responsible stewardship of land in Hawai‘i, OHA shall
develop its Land organization to a meaningful scale.
2) OHA'’s Land organization shall contain diverse organization capabilities in order
to respond to the diverse property priorities of OHA stakeholders.
3) OHA'’s Land organization structure shall combine generalist professional skills in
integrative functions with specialist knowledge and capabilities.
B. World Class Strategic Management System
1) OHA shall invest in technology, staff, data and expertise to classify all Hawai‘i
land and property interests.
2) OHA shall obtain a comprehensive portfolio management database/system.
3) OHA shall leverage staff productivity by investing in sophisticated property
analysis software plus data retrieval and project management automation systems.

S. OHA Shall Build a Strong Financial Foundation for All Property Involvements

OHA Real Estate Vision, Mission, and Strategy Page 8
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A. Interlinked Financial Foundation
1) OHA shall provide organizational, managerial and financial support to facilitate
the OHA Real Estate Strategy.
2) Each important OHA property shall be managed by a separate legal entity and
supported by an independent foundation.

3) OHA shall establish where appropriate a family of Hawai'i land foundations at

three levels:
a. Hawai'i
b. Each island
c. Each property/land parcel
4) OHA shall design an overlay governance structure to balance Trustee leadership
and guidance with local community initiative and self-determination.
5) OHA shall encourage those who care about preserving the traditions of Hawai‘i to

invest in Hawaii’s future through contribution of lands and money to the family of

Hawai‘i land foundations.
B. Prudent Real Estate Investment Policy
1) Capital investment decisions shall reflect risks and rewards.
2) OHA shall not set arbitrary limits or pursue one-size-fits-all capital budgeting, as
that would be contrary to Best Practices.
3) OHA shall not set an arbitrary capital spending ceiling, as that would be in

conflict with fiduciary duty to beneficiaries.

IV. STATUS / EFFECTIVE DATE

This document is effective as of June 6, 2007.

OHA Real Estate Vision, Mission, and Strategy Page 9
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Kaka‘ako Makai Policy
of the Office of Hawaiian Affairs

PURPOSE

The purpose of this policy is to set forth guidelines for the management and development of its
Office of Hawaiian Affairs’ (OHA) Kaka‘ako Makai parcels received through Act 15, Session
Laws of Hawai'‘i, consistent with the existing Real Estate Vision, Mission, and Strategy Policy.
The Real Estate Vision, Mission and Strategy Policy currently provides for real estate best
practices and world class caliber developments. Factors affecting management and development
of the Kaka‘ako Makai parcels focus upon five objectives:

1) Relationship to OHA’s vision and strategic priorities;
2) Design and use, including cultural values;

3) Revenue generation and proceeds;

4) Timetable and process; and

5) Governance and decision-making

The following set of policy guidelines reflects the objective of maximizing revenue and total

returns to increase OHA’s programmatic reach without compromising OHA’s kuleana to
perpetuate Hawaiian culture in OHA’s management and development of the parcels.

POLICY GUIDELINES

1. Relationship to OHA'’s Vision and Strategic Priorities

Create synergy between OHA’s Kaka‘ako Makai parcels and OHA’s vision and strategic
priorities.

A. Commercial kuleana to maximize revenues while providing economic development
opportunities for Native Hawaiians.

1) Create a sustainable revenue stream to support OHA's strategic priorities
2) Create opportunities for Native Hawaiian self-sufficiency
3) Create programmatic opportunities for employment of Native Hawaiians

B. Cultural kuleana to incorporate Native Hawaiian culture in both intrinsic and extrinsic
design elements and purposes.

1) Proceed in a way that has in mind the transfer of the assets to the Nation

Page 2 of 5
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2) Raise an architectural landmark/signature that signifies Kaka‘ako Makai as a
Hawaiian place

3) Create a sense of Nation - acting boldly

2. Design and Use, including Cultural Values

Ensure that cultural and stewardship values drive/provide the base for design and use
decisions.

A. Create a Hawaiian sense of place — a cohesive Hawaiian identity that creates a place in
which the physical structures and environment are connected to the socio-psychological,

cultural and spiritual aspects of living Hawaiian that reflects the past, present and future.

1) Understand that history can guide us — consider the trajectory of historical uses of the
area

2) Incorporate cultural uses

3) Introduce Kaka‘ako Makai as a meeting place for Native indigenous leaders of the
Western hemisphere and Pacific Islands

4) Encourage uses and activities that attract Hawaiians and locals to Kaka‘ako Makai

5) Incorporate the cultural identity of the area - stories, names, guardians, wind and
elements — as a guide for planning, design and use

6) Proceed with our cultural/kanaka foot
7) Create a signature architectural Hawaiian landmark
B. Balance pono and commerce.
1) Encourage cohesiveness among parcels/projects
2) Establish priority for qualified Hawaiian businesses and professionals
3) Incorporate mixed uses
4) Use green (environmentally friendly) technology

5) Prioritize the use of indigenous plants

Page 3 of 5
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C. Collaborate with other Native Hawaiian organizations

1) Work with Kamehameha Schools on potential partnerships with KS’s adjoining
properties

2) Work with other Ali‘i Trusts

3. Revenue Generation and Proceeds

Balance near-term revenue stream and/with long-term financial and strategic goals and
decisions.

A. Near-term kuleana to balance near-term revenue generation for programmatic use with
long-term vision.

1) Create a sustainable revenue stream for strategic priorities
2) Allocate 10% of gross revenue for grants (*policy to be revisited in two years)

3) Set leases and other contractual arrangements at market value; anything below market
value should be exceptions, and will require Board approval

B. Long-term kuleana to balance revenue generation with OHA strategic goals.

1) Maximize revenue generation, consistent with design, use, and cultural values

2) Balance pono and,commerce

4. Timetable and Process
Develop a timely, accountable process.
A. Key planning considerations
1) Have an overall conceptual plan before considering or initiating major proposals
2) Establish a timeline for tasks that need to be accomplished
B. Key execution considerations
1) Engage professionals — finance, real estate, marketing, development, etc.

2) Maintain the momentum, in keeping with fiduciary duties

Page 4 of 5
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3) Proceed in ways that grow, preserve, and protect the assets to the Nation

C. Transparency and communication kuleana

1) Embrace community engagement — ensuring dialogue with the community and
neighbors

2) Have a robust communications and information-sharing infrastructure

S. Governance and Decision-Making
Exercise appropriate leadership and management.
A. Vision for master planning and property management.
1) Implement knowledge-based decision-making
2) Establish efficient management

3) Act in ways that are consistent with Kaka‘ako Makai being a flagship of actions,
values and leadership

4) Create a sense of nation - acting boldly
5) Retain policy direction at the level of the Trustees
B. Accountability
1) Lead with people who have financial, management, and development expertise

2) Complete an annual budget and a 5-year management and operating budget

UPDATE AND MAINTENANCE

The OHA Chief Executive Officer shall be responsible for the update and maintenance of these
policies. A review shall be done at a minimum annually to insure that amendments or changes in

the laws are duly incorporated or as requested by the Chairperson of the Board of Trustees or
Chairperson of a Standing Committee.

STATUS / EFFECTIVE DATE

This document is effective as of September 20, 2012.
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PREAMBLE:

The Committee on Land and Property (the “Committee”) has determined that it is prudent to
establish certain general policy guidelines, procedures, and project best practices governing land
acquisitions, dispositions, development, management, and use by the Office of Hawaiian Affairs
(“OHA”) in order to provide general guidance to the Committee in dealing with all matters which
fall within the purview of the Committee and to better implement and enact OHA’s real estate
vision, mission and strategy. These policy guidelines, procedures, and project best practices are
not intended to be immutable or unchangeable, and revisions, modifications, supplements, and
clarifications thereto are and should be anticipated and encouraged as the real estate holdings of
OHA evolve and the members of the Committee may change over time.

GENERAL GUIDELINES:

1.

305304.2

Protection, Preservation, and Enhancement. Land acquisitions, dispositions, development,
management and use shall be guided by the following general principals which seek to protect
and preserve OHA’s lands and their cultural significance while enhancing the revenue
generated therefrom for the purpose of preserving, protecting, and maintaining OHA’s lands
and to also provide supplemental funding for OHA sponsored programs by:

- Bridging the ancient use of lands with future land use patterns.

- Advocating for land use and transaction practices and regulations congruent with the
Hawaiian Sense of Place.

- Creating financially viable Property Involvements.

It is recognized that over time changes will occur but nonetheless the intention is that they be
accomplished within the context of maintaining OHA’s primary objective of maintaining,
protecting and preserving OHA’s lands and their cultural significance while enhancing the

revenue generated therefrom in order to provide supplemental funding for OHA sponsored
programs.

Balancing of OHA’s Real Estate Portfolio. OHA currently holds lands which are classified as (a)
legacy lands, (b) corporate real estate, (c) programmatic lands, and (d) investment properties
(collectively, the “OHA Lands”). Over time OHA will add to or dispose of certain of these lands
and it is prudent for the Committee to periodically review not less than every 3 years the
overall allocation of these real estate holdings into each category and to strive for a balance
among these categories which satisfies the objectives of Paragraph 1 above, while still
generating an overall return which provides a sustainable source of revenue to (x) maintain,
preserve, and protect the OHA land holdings in all categories, and (y) generate sufficient
revenue to provide the necessary supplemental funding for OHA sponsored programs. In the
periodic review and balancing of the OHA’s Real Estate Portfolio the Committee shall recognize
and assign a special priority to the preservation, maintenance, upkeep and protection of the

Pagel ———— ==
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designated legacy lands, including legacy lands which are only a portion of larger tracts of lands
owned or controlled by OHA, due to their special cultural significance to OHA and the Native

Hawaiian community notwithstanding their lack of revenue generating potential for other OHA
purposes.

3. OHA Real Estate Strategy. The Committee with the assistance of its retained consultant(s) shall
formulate and submit to the OHA Board for approval an overall OHA Real Estate Strategy to
guide the Committee’s overall strategy with respect to the (a) the targeted balance of OHA’s
Real Estate Portfolio among the 4 property categories, (b) the maintenance, preservation, and
protection of the OHA Lands, and (c) the acquisition, development, operation, and disposition
of the OHA Lands. Once established the OHA Real Estate Strategy shall be considered a guiding
principal of the Committee. The OHA Real Estate Strategy shall be periodically reviewed by the
Committee and as appropriate shall be adjusted, modified or supplemented to address (a) the
changing real estate environment in Hawaii, (b) the evolving and changing needs and
requirements of OHA, and (c) any changes which may occur from time to time in the balancing
of OHA's Real Estate Portfolio among the 4 property categories. This review shall occur not less
frequently than every 3 years.

4. OHA Real Estate Business Plan. The Committee with the assistance of its retained consultant(s)
shall formulate and submit to the OHA Board for approval an OHA Real Estate Business Plan
intended to implement the OHA Real Estate Strategy and to guide the Committee’s overall
strategy with respect to the OHA Lands. Once established the OHA Real Estate Business Plan
shall be considered a guiding policy of the Committee. The OHA Real Estate Business Plan shall
be periodically reviewed by the Committee and as appropriate shall be adjusted, modified or
supplemented to address (a) the changing real estate environment in Hawaii, (b) the evolving
and changing needs and requirements of OHA, and (c) any changes which may occur from to
time to the OHA Real Estate Strategy. This review shall occur not less frequently than every 3
years and always in conjunction with any review and update of the OHA Real Estate Strategy.

The OHA Real Estate Business Plan shall also include guidelines relating to the form of
ownership by OHA of the various categories of OHA Lands within OHA's Real Estate Portfolio,

and financing options relative to development and operation of, and capital improvements to,
the OHA Lands.

5. OHA Real Estate Investment Policy. The Committee with the assistance of its retained
consultant(s) shall formulate and submit to the OHA Board for approval an overall OHA Real
Estate Investment Policy in conformance with the OHA Real Estate Strategy and the OHA Real
Estate Business Plan. Once established the OHA Real Estate Investment Policy shall guide the
Committee’s overall real estate investment strategy. Once established the OHA Real Estate
Investment Policy shall be considered a guiding policy for the Committee in its review and
evaluation of new potential real estate investments, and in its periodic review and evaluation of
existing OHA real estate investments. The OHA Real Estate Investment Policy shall be

305304.2
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periodically reviewed by the Committee and as appropriate shall be adjusted, modified or
supplemented to address (a) the changing real estate environment in Hawaii, (b) the evolving
needs and requirements of OHA, and (c) any changes which may occur to the OHA Real Estate
Strategy and OHA Real Estate Business Plan. This review shall occur not less frequently than

every 3 years, and always in conjunction with the review and update of the OHA Real Estate
Strategy and OHA Real Estate Business Plan.

Oversight of the Use and Condition of OHA’s Real Estate; Policy for Proper Use and
Stewardship of such Real Estate. The proper management, operation, maintenance and
upkeep of the OHA Lands in good order and condition is a prerequisite to the OHA guiding
principles of competent and responsible stewardship and the protection and preservation of
the OHA Lands and their cultural significance. The implementation of a proper program of
management, operation, maintenance and upkeep of the OHA Lands will require a careful
balance between those functions which can be effectively and efficiently performed by OHA
staff and the retention of various third-party professionals/vendors in property management,
operation, leasing, landscaping, maintenance and repair.

Avoid Short Timelines. Decisions related to the foregoing matters are best made following
appropriate investigation, analysis, study, and recommendations by highly reputable,
experienced, and competent retained consultants, and a reasonable time period thereafter for
review, comment and follow up by Committee members prior to making any final decision.

Therefore, absent special circumstances, the Committee should strive to avoid short timelines
for its decision making.

Plan for Subsequent Review of Capital Budget. While the initial capital budget for a project
must be approved in advance by the OHA Board, the actual cost is usually only refined and
confirmed after responses to the Request for Proposals are received and reviewed and further
discussions with the successful consultant/vendor/bidder have been completed. If the final
cost is in excess of the then approved capital budget, the Committee shall review and consider
various alternative options to address the shortfall in the approved capital budget for such
project, including without limitation, (a) seeking an increase in the approved capital budget
from the OHA Board, or (b) the modification or alteration of the project scope and/or plans in
order to bring the contemplated project back within the approved capital budget, or (c) the
possible delay of the project to a time when adequate funding is available. The Committee’s
recommended course of action shall be subject to approval by the full OHA Board.

PROJECT RELATED BEST PRACTICES:

1.

305304.2

Request for Proposals (RFPs). Given the nature of the undertakings and responsibilities of the
Committee the selection and retention of highly reputable and recognized real estate
experts/consultants and investment advisers/consultants in the formulation of the OHA Real
Estate Strategy, the OHA Real Estate Business Plan, and the OHA Real Estate Investment Policy

Page 3
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is prudent. In addition the selection and retention of highly reputable and responsible third-
party professionals/vendors to be contractually responsible for property management,
operation, leasing, landscaping, maintenance and repair of certain OHA Lands is also prudent.

The use of a process of issuing a Request for Proposal with clearly defined criteria and
requirements will result in a competitive selection process which will assist the Committee in
making a knowledgeable and informed final decision.

General Guidelines for RFPs. The following general guidelines are established for use by the

Committee when it deems it appropriate to use a Request For Proposal (“RFP”) process for any
matter or project undertaken:

a.

Establish Clear Criteria_and Requirements. RFP’s shall establish clear criteria and
requirements for use in the competitive bid process to assure that each bidder is
responding to a correct and accurate request so that the bid responses can be reviewed and
compared against the RFP to assure compliance with the criteria and requirements and that
the scope of work and price comparisons are on a relatively equal basis in terms of
achieving the delivery of a detailed project at a specified quality for the best price
consistent with the proposed capital budget for said matter or project from a responsible,
reputable and reliable consultant or contractor.

Retention of Appropriate Consultant(s) to Establish RFP. With respect to any matter or
project to be undertaken the Committee shall first retain the services of reputable and
competent consultant(s) to (i) assist with the establishment of the criteria and requirements
to be included within an RFP to be issued to prospective bidders, (i) make knowledgeable
recommendations as to the persons or companies from whom bids should be solicited, (iii)
establish a review and evaluation process for the responsive RFPs, (iv) review and assist the
Committee in reviewing the bids for compliance with the RFP, and (v) upon completion of

the work to review and confirm satisfactory completion and performance in compliance
with the RFP and Contract.

Competitive  Bids. It is generally recommended that at least three (3)
consultants/contractors/vendors be solicited to respond to the RFP. It is understood that in
some cases otherwise qualified consultants/contractors/vendors who are solicited may
choose not to respond to the RFP, and that in such cases if not less than two (2) responses
to the RFP are received from qualified consultants/contractors/vendors there should be no
requirement to solicit other consultants/contractors/vendors on that particular RFP. The
lowest responsible bidder is not necessarily the low bidder in terms of cost and there shall
be no requirement to accept the lowest bid in terms of cost as all other pertinent factors

and components shall be appropriately considered and weighed in reaching the final
decision.

Page 4
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d. Conformance with OHA Procurement Procedures. The RFP process set forth herein shall at

all times be consistent with and conform to all applicable OHA Procurement Procedures in
effect from time to time.

3. Establish Clear Responsibility for Oversight and Completion. For all Committee matters and

projects the Committee shall establish a clear line of responsibility for oversight and successful
completion of the approved matter or project. It is a best practice to ensure that the
responsibility for project oversight and completion is clear.

a. Single Accountable Project Leader. Except in special circumstances as may be approved by

the Committee it is recommended that the responsibility for successfully implementing and
managing a Committee approved matter or project should be assigned and delegated to
one (1) member of the Committee (the “Project Leader”), as may be designated by the
Committee as a whole or by the Committee Chair. The designated Project Leader shall be
the initial and primary point of contact on the matter or project for the OHA staff

member(s) assigned to implement, manage and oversee the completion of the matter or
project.

Role of Continuing Committee Oversight. The designated Project Leader shall make
recommendations to the Committee Chair or the Committee as a whole when and if
matters or issues arise during the course of the matter or project requiring discretionary
approval or resolution which do not fall within the scope or purview of the designated
Project Leader and the Committee shall exercise that discretion, unless the Committee
determines it requires OHA Board approval.

Conflict __ Resolution. If any conflicts or disputes arise between the
consultant/contractor/vendor selected for the project and the OHA staff responsible for
project oversight, implementation, and completion, such conflict or dispute will be referred
to the Project Leader for resolution, but if the Project Leader decides such resolution in not
within the Project Leader’s delegated authority, then and in such event resolution of the
dispute shall be referred to the Committee Chair, and/or in the Committee Chair's
discretion either (a) to an ad hoc committee of members of the Committee so designated to
handle any such matters, or (b) the Committee, as a whole.

4. Effective Use of the Committee. The OHA Board has complete oversight over the formation of

305304.2

and assignment of responsibilities to the Committee. Effective use of the Committee can and
will facilitate the review, analysis, and informed consideration of the alternatives and options
available so as to assist the OHA Board in making prudent and informed final decisions relating
to the matters or projects within the purview of the Committee. Nonetheless it shall remain
clear that absent a specific delegation to the Committee from the OHA Board, the final decision
making authority on all matters remains with the OHA Board.

Page 5
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CONFORMANCE WITH OHA BOARD POLICIES AND GUIDELINES:

These policy guidelines and procedures are intended at all times to be consistent with and not in
conflict with any policies, guidelines or procedures which may be adopted from time to time by the
OHA Board. In the event of any such conflicts the provisions of the policies, guidelines and
procedures adopted by the OHA Board shall control over these policy guidelines and procedures. If
any such inconsistency is found to exist, the Committee shall modify and amend its policy
guidelines and procedures to bring them into full conformance.

305304.2
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Office of Hawaiian Affairs

MEETING OF THE
COMMITTEE ON RESOURCE MANAGEMENT
COMMITTEE REPORT

May 22, 2019

The Honorable Colette Machado,
Chairperson Board of Trustees
Office of Hawaiian Affairs

Madame Chair Machado,

Your Joint Committees on Resource Management and Beneficiary Advocacy and Empowerment, having
met on May 22,2019 and after full and free discussion, recommends approval of the following action to the
Board of Trustees:

A. Approve the Economic Development Policy, noting that Administration will return with the
implementation procedures for Board action;

B. Approve the Debt Management Policy, noting that Administration will return with the
implementation procedures for Board action;

C. Acknowledge the Spending Policy language and the existing Native Hawaiian Trust Fund (NHTF)
Spending policy, as Amended, noting Administration will return with consolidated policy document
for Board action; and

D. Acknowledge the Investment and Real Estate Policy language and the existing NHTF Investment and
Real Estate Vision, Mission, and Strategy policies, noting Administration will return with
consolidated policy document(s) for Board action.

Relevant attachments are included for your information and reference. Attachment(s):

1) Action Item RM #1907
2) RM #1907 Roll Call Sheet

Committee on Resource Management for May 22, 2019 Page 1 of 2

Page 103 APPENDIXH -1



Workshop: TU, 5/25/2021 APPENDIX H
Respecitfully submitted:

pee M v

Trustee, Chair Dan Ahuna Trustee John Waihe'e, IV, Member
Y.
EXL\A§€9 | \
Trustee Leina‘ala Ahu Isa, Member Trustee Robert Lindsey, Merkber

L) Muld fuwM 1 M% Mot by A

Trustee Carmen Hulu Lindsey, Membedq Trustee Colette Machado, Member

Cxeused kb fm

Trustee Brenden Lee, Member Trustee Kalei Akaka, Member

%/

Trustee Keli‘i Akina, Member

Committee on Resource Management for May22, 2019 Page 1 of 2
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PHONE (808) 594-1888 FAX (808) 594-1868

RESOURCE MANAGEMENT COMMITTEE
Dan Ahuna, Chairperson

Robert K. Lindsey, Jr., Vice Chairperson
Leina‘ala Ahu Isa, At-Large

Kalei Akaka, O‘ahu

Keli‘i Akina, At-Large STATE OF HAWA!'l
Brendon Kalei‘dina Lee, Al-Large OFFICE OF HAWAIIAN AFFAIRS
Carmen Hulu Lindsey, Maui

Colette Y. Machado, Moloka'i/Lina‘i

John Waihe'e IV, At-Large

MEETING OF THE COMMITTEE ON RESOURCE MANAGEMENT

DATE: Wednesday May 22, 2019

TIME: 10:00 am

PLACE: OHA Board Room, Na Lama Kukui
560 N. Nimitz Hwy., Suite 200
Honolulu, HI 96817

AGENDA
I.  Call to Order
II.  Public Testimony*

11 New Business

A. RM #19-07: Action regarding Economic Development, Debt Management, Spending and Investment and
Real Estate Policies

IV.  Adjoumment

If you require an auxiliary aid or accommodation due to a disability, please contact Raina Gushiken at telephone number 594-
1772 or by email at: rainag@oha.org no later than three (3) business days prior to the date of the meeting,

“Notice: Persans wishing to provide testimony are requested to submit 13 copies of their testimony to the Chief Executive Officer at 560 N.
Nimitz. Suite 200, Honolulu, HI, 96817 or fax to 594-1868. or email BOTmectings®@oha.org 48 hours prior to the scheduled meeling
Persons wishing to testify orally may do so at the meeting, provided that oral testimony shall be limited to five minuies.

Notice: The 72 Hour rule, pursuant to OHA BOT Operations Manuval, Section 49, shall be waived for distribution of new committee

malerials.
}W‘ }%Z‘A-A—a_/ o %7‘/ 14

Trustee Dan Ahuna Date
Chairperson, Committee on Resource Management
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OFFICE OF HAWAIIAN AFFAIRS

Action Item
Committee on Resource Management
May 22, 2019
RM #19-07
Action Item: Action regarding Economic Development, Debt Management, Spending and

Investment and Real Estate Policies

5Iwhq

Sylvia Hussey,(E¢.D, U Date
Ka Pou Nui, Chief Operating Officer

Prepared by:

Reviewed by: Wﬂ B, ”P ’ (q
Kamana‘opono{M} Crabbe| Bh.D. Date
Ka Pouhana, Chigf Executive Officer

s

Reviewed by: S / l 7Aﬁ

Dan Ahuna Date
Committee on Resource Management, Chair

Reviewed by: ﬁ”‘w\. &D—-/QL‘\ (‘A . S/ , 7/ ’ Ci

Robert K. Lindsey, Jr. Date
Committee on Resource Management, Vice Chair
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RM #19-07

Action regarding Economic Development, Debt Management, Spending and
Investment and Real Estate Policies

L Proposed Action
Administration recommends the Board of Trustees (BOT):

A. Approve the Economic Development Policy, noting that Administration will return with the
implementation procedures for Board action;

B. Approve the Debt Management Policy, noting that Administration will return with the
implementation procedures for Board action;

C. Acknowledge the Spending Policy language and the existing Native Hawaiian Trust Fund
(NHTF) Spending Policy, as Amended, noting Administration will return with a consolidated
policy document for Board action; and

D. Acknowledge the Investment and Real Estate Policy language and the existing NHTF
Investment and Real Estate Vision, Mission, and Strategy policies, noting Administration
will return with consolidated policy document(s) for Board action.

I1. Issue

Whether the BOT should take action on the four policies associated with the Fiscal Sustainability

Plan (FSP): Economic Development, Debt Management, Spending and Investment and Real
Estate.

III. Background' and Context

Overview. In 2016 OHA understood the need to become fiscally sustainable. Fiscal
sustainability was defined as the ability of a government or government agency to sustain its
current rate of spending, revenue and other policies in the long run. To do this, OHA needed to
change the way it operated and therefore began implementing the Fiscal Sustainability Plan
(“FSP”). To propel OHA’s progress in these efforts, the Committee formed five work groups
representing the BOT, OHA Administration, and staff experts to address five main areas that
may pose risks to OHA’s fiscal sustainability. The five areas were: spending policy, pension

benefits, legal and taxable structure, Department of Hawaiian Home Lands, and real estate
investment.

!'Source: Fiscal Year 2018-2019 Summary, Next Steps Checklist, May 2019, transmitted via letter dated May 15,2019 .

Disclaimer

The information contained in this report is confidential to the Office of Hawaiian Affairs (“OHA™) and may not be disclosed
without the express written consent of OHA Board of Trustee (“BOT”) Chair, Resource Management (“RM”) Committee
Chair, OHA executive management, and Spire Hawai’i LLP (“Spire™). This information is intended solely forthe use of OHA and
isnotintended to be, and should not be, used by anyone other than OHA. This report should not be used for any other purposes or
reproduced in any form that is inconsistent with its intent or is not authorized. Ifyou are not authorized, please note that the use,
further transmission, or disclosure of the contents of this report is strictly prohibited. Under the standards promulgated by the
American Institute of Certified Public Accountants (“AICPA”), Spire considers all material confidential. However, we deferto
OHA counselontheissue of whether any material is subject to disclosure under Statelaw.

g ]
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Action regarding Economic Development, Debt Management, Spending and
Investment and Real Estate Policies

Each group started by
” conducting a risk assessment,
bvesunent and analyzing the risks that
Working Group may prevent OHA from
achieving its objectives in
DHHL Working __ ) N Spending Policy each area. The work groups
g /orking Group developed suggested action
T A TN | X
dh! - steps to implement the
changes in OHA operations,
organization, and
Legal and Taxable management reporting

Pension Benefits : ) .
Working Group [l SoCEurE Working needed to address these risks,

Groun

and discussed the pros and
cons of each suggestion. The
working groups were
precedent-setting, and marked the first time the Board and the Administrative engaged in
intensive collaboration. The participants overwhelmingly endorsed the working group effort as
innovative and satisfying. Due to resource constraints the work groups had their last meetings in

December 2017, however, it is important to note the important tasks identified by the groups that
have not been completed.

In response to the State Auditor, OHA stated that it would “[h]ave the FSP Working Groups
continue to: (a) develop and narrow down possible solutions, (b) meet with key stakeholders for
input, (3) develop long- and short- terms plans that identify the monetary sources and staffing
needs for implementation, and assess the risks of potential challenges and how to address them.
More specifically, the Spending policy working group will recommend clearer definitions,
purposes, and procedures; specifics for periodic policy review; alignment with budget planning; a
maximum cap; and appropriate spending rate. The Spending Policy and Real Estate working

groups will discuss improvements to the IPS and consideration of an investment policy that would
apply to real estate investments.”

Even if the working groups are currently inactive, it is essential that the tasks they identified be
completed to fulfill this commitment to the Auditor. Given the prospective audit schedule, it is
important that significant progress be made within the next six to 12 months. (Note: The Audit
Analysis consists of estimates for the timing of potential audits in the future, summaries of the
State Auditor’s findings, summaries of the State Auditor’s recommendations for action by the

Board and the Administration and OHA’s commitments for action, as stated in the Auditee
Response.)

Working Groups. The following section describes the objectives of each working group, the
short- and long-term tasks identified by each group, the support provided by Spire to the group
and what needs to be done (next steps) in order to address the working group tasks. the next steps
are presented in table form. Each table has “objectives™ that are relatively broad, and specific
“items” within the scope of the objective. The tables enable each item to be checked off as it is
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Action regarding Economic Development, Debt Management, Spending and
Investment and Real Estate Policies

completed. There is also an “objective” check off that can be marked once all items have been
completed. (Note: This is not intended as an exhaustive checklist, as other items that need to be
completed may be identified during implementation.)

Real Estate Investment Working Group. Objective of the working group: To (1) establish a
robust real estate management and investment plan, (2) create optimal organizational structures
and real estate system and (3) formulate recommendations for proactive action, if necessary.

Short- and long-term tasks identified by the working group:

Short-term:  Hold workshop for trustees re: alternative business forms for real property
development

Long-term:  Develop policies that support real estate investment

Work completed by the working group: The group discussed the current state of OHA’s asset
management. It also discussed the need for a board workshop to (1) provide the status of current
development projects, (2) explain the present and potential obstacles to development, (3) obtain

board input about critical issues, such as timeline and governance (use of LLCs, board involvement
in project execution).

Spending Policy Working Group. Objective of the working group: The purpose of this work
group was to review OHA’s Spending Policy (including the Fiscal Reserve Guidelines) and other
OHA fiscal policies to identify changes that need to be made to address present and future needs.

Short- and long-term tasks identified by the working group:

Short-term:

1. Revise spending policy and fiscal reserve guidelines to address audit findings
2. Determine appropriate spending rate formula to serve OHA objectives

Long-term:

1. Revise IPS and HDAP to accommodate present and future investment strategies, present
to BOT for adoption

2. Develop spending and debt policies applicable to real estate investments and OHA
operations

Work completed by working group: The group researched and discussed policy and legal issues
to be considered by OHA, so that it can operate within the State structure while it retains its
autonomy, ability to form entities, and manages its funds. These discussions included:

 Potential legislative changes that could be made to provide OHA greater autonomy, based

on statutory autonomy and exemptions enjoyed by other semi-autonomous agencies of the
State (UH, HCDA, HTDC).

* Methodology for separating the core and non-core functions of OHA and discussion about
whether different funding and withdrawal rules should apply to each.
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* Analysis of the fiscal reserve the State Auditor’s findings concerning it, and how it could
be revised to address the audit findings.

Legal and Taxable Structure Working Group. Objective of the working group: The objective of

the working group was to identify the optimal legal and reporting structure of OHA’s business
development functions.

Short- and long-term tasks identified by the working group:

Short-term:  Refine Decision Matrix and Decision Tree with the assistance of legal counsel,
present to the RM Committee/BOT for adoption as decision making tools

Long-term:  Develop guidance regarding OHA’s role (funder v. intermediary v. direct

services) to guide strategic planning and OHA operations (such as for budgeting
and spending)

Work completed by the working group: The group discussed OHA’s future needs for LLCs
or other business forms, defined foundational principles OHA should consider when using
business forms, drafted a decision tree and matrix and drafted subsidiary plan guidelines.

Pension Benefits Working Group. Objectives of the working group: The purposes of this
working group were to verify the accuracy of OHA’s pension liability and conduct discussions
with Budget and Finance (B&F) and Employee Retirement System (ERS) to adjust any
discrepancies and determine if OHA can moderate the pace of future increases.

Short- and long-term tasks identified by the working group:
Short-term: ~ Formulate legislative proposals for 2018

Long-term:  Analyze pension and benefit costs, develop recommendations (as appropriate),

present recommendations to Administration and RM Committee/BOT (as
appropriate)

Work completed by the working group: The group discussed legislative strategy, provided

assessments on the EUTF’s ability/inability to quantify OHA obligations and developed initial
information requests that were sent to the EUTF.

DHHL Working Group. Objectives of the working group: The purposes of this working group
were to identify the likely solutions to resolve issues in the Department of Hawaiian Home Lands
(DHHL) Memorandum of Agreement (MOA), identify the likely scenarios to refinance the annual
cash payment obligation and formulate recommendations for proactive action, if any.
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Short- and long-term tasks identified by the working group:

Short-term:  Identify deliverables with DHHL, implement recommendations for improved
oversight

Long-term:  Develop debt policy and standards for incurring long-term obligations

Work completed by working group: Discussed the status of the DHHL and OHA MOA. Since
the OHA internal legal opinion stated that nothing could be done regarding the MOU, the working
group terminated further discussion. However, the group recommended consideration of a debt
policy to prevent future agreements like the MOA.

Policy Review and Analysis?

Overview. During this fiscal year, Spire developed policies concerning the following subjects in
response to needs identified by OHA as necessary in mission-critical areas and conducted
workshops and other training regarding the policies. The policies were:

e Spending

¢ Debt Management

e Investment and Commercial Real Estate

¢ Economic Development

e Fiscal Stabilization

These policy revisions have the following long-term objective of proposing a distinct potential
direction for OHA as an organization as it relates to who it is:

* A primary State agency that provides services and programs to Native Hawaiians (HRS
Chapter 10-3)

* A semi-autonomous State agency which relies on self-funding (Legislative opinion)

* A State agency to assist Native Hawaiians in the pursuit of sovereignty and self-
governance (Act 195).

Copies of the policies, with the exception of Fiscal Stabilization, are found at Attachments 1 to 4.

*Source: Fiscal Year 2018-2019 Summary, Next Steps Checklist, May 2019, transmitted via letter dated May 15, 2019 .

Disclaimer

The information contained in this report is confidential to the Office of Hawaiian A ffairs (*OHA™) and may not be disclosed
without the express written consent of OHA Board of Trustee (*BOT") Chair, Resource Management (“RM”) Committee
Chair, OHA executive management, and Spire Hawai'iLLP (“Spire”). This information is intended solely forthe use 6f OHA and
isnot intended to be, and should not be, used by anyone other than OHA.. This report should not be used for any other purposes or
reproduced in any form that is inconsistent with its intent or is not authorized. If you are not authorized, please note that the use,
further transmission, or disclosure of the contents of this report is strictly prohibited. Under the standards promulgated by the
American I[nstitute of Certified Public Accountants (“AICPA™), Spire considers all material confidential. However, wedeferto
OHA counselontheissue of whether any material is subject to disclosure under Statelaw.
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APPENDIX H

As of February 2018, the BOT placed a moratorium on the use of the Fiscal Reserve?

Board Governance Framework. In January 2019, the
Board approved the formation of a permitted interaction
group (PIG) to: Investigate various elements of
governance frameworks and models, including but not
limited to cultural, indigenous, native, national and
international contexts. In April 2019, the Board
approved the PIG’s recommendation to approve the five
elements of OHA’s Board Governance Framework: 1)
Identity; 2) Values and Mana; 3) Statutory Basis; 4)
Policies; and 5) Supporting Documents and Practices
(Operations).

Element 1) Identity is expanded below and illustrates the
dual nature of identity and the related impact to policies.

Elemeat 3: [dentity. Hoouln Lehui Aok —To Rassa o Beloved Labni. A State Agency with the
seepoasihility to manazs ¢ Trust, that wdeanfies and operates more similarly to Ali'S Trusts [1] with a lalay
mindset in improving the wall-besos of our labl [2] Such an identity is rooted in tha ‘Slelono‘eay, £

Gpd ali 'V, bave the beaot of o chicf, love the kindness, ", and oven temper of  chuef, *dlelo
po‘ess 369 [3]. OHA's *  is also place based, that OHA's kuleanois to this
Lahut
Constitation,
Chspter 10
By-lams with
ASmnte : . manago a Trust
Ageney Polcley > ot Pelinn

Agency Spending Practices
0| Schools, Heena,
3] e, pecple, JaPuka reivieved 7 19
Bl Ohioxo 1

3 Moratorium on Fiscal Reserve Spending, RM 18-03 AlLpdf, February 2018
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Economic Development Policy. The purpose of this Economic Development Policy (“Policy™) is to
ensure that revenue enhancement and other economic development projects undertaken by the Office of
Hawaiian Affairs (“OHA”) are conducted in a manner consistent with best practices and aligned with
OHA’s long-term strategies and current conditions.

Economic Development Policy * Requires Administration to develop policies
S equis Administration t deveiop policies for analyzing and selecting economic
for analvzlngand.selecting economic developmen[ prOJeCtS
devaiopment projects
e e it * Requires Administration to develop
cansultants, and define permisslble and performance standards for staff and consultants,
Impermissible projects o . . [
Siices thadmlnstrationto & and define permissible and impermissible
criteria for selecting operating structures pro _] ects
{such as LLCs and partnership)
* Requires the Administration to develop
criteria for selecting operating structures (such as
LLCs and partnership)
It is the policy of the Board to ensure the
spire development of procedures for selecting

economic development projects and the

. operating structures for the projects that reflect
cultural priorities and current economic conditions. The Board believes that documented
procedures are important to ensure consistency within OHA regarding the use of land,
cultural assets and other resources, and OHA's expectations for business conduct.
Additionally, the principles reflected in the procedures can be incorporated in
development and other economic development agreements, enabling projects that are
developed will be consistent with OHA’s needs and priorities.

A lack of due diligence, a lack of
standards and a lack of criteria
result may occur when there is no
clear policy.

Debt Management Policy

* Defines purpose for debt — Section I
* Defines debt - Sectlon il

* Does not allow debt that is more than needed,
and requires the debt to be secured as close to
the date of expenditure as possible

Because this is a new policy,
implementation procedures are
provided to effect this policy’s
launch.

* Requires debt to improve net worth or generate
value, Including cultural value

® Prohibits debt without a repayment solutlon,
requires debt to be taken agalnst an asset onty
for financlal galn, reguires due diligence prior to
Issulng debt

Debt Management Policy.

OHA shall not incur debt that is
more than necessary to fund the " Requires administration to develop procedures
OHA project or purpose for which to Implement poticy

the issuance was approved and any
associated financing costs. Debt
proceeds should be secured as
close to the date of expenditure as

* Requires debt study every two years

spire
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possible, unless there are practical reasons
Reusions to Spending Policy to issue sooner, in which cases such reasons
should be documented and approved by the
* Reg the to d p
procedures to identify and prioritizing Boa.rd
projects and programs as core and non-
core

. Defines purpose for debt
= Oiff I pending from withd.

* Reguires the Administration to implement . Defines debt
cost center budgeting

. Does not allow debt that is more than
needed, and requires the debt to be secured
as close to the date of expenditure as
possible

. Requires debt to improve net worth
or generate value, including cultural value

spire . Prohibits debt without a repayment
solution, requires debt to be taken against
an asset only for financial gain, requires due diligence prior to issuing debt

* Requires debt study every two years

* Requires administration to develop procedures to implement policy

* OHA should not issue debt that it
cannot repay or that causes it to

. . . Revisions to the Spending Pollcy
incur undue financial risk. OHA

should not take on debt without a %ﬁ:ﬁéwﬁﬁmw&?ﬁﬁaﬁw

repayment solution that is ko feques diferentpriorites and hndng sowrves

consistent with its spending and Ko gt 1 oot e, oo ey . 7 100 ek 4 Aty e, o

withdrawal policies and its

budget. ﬁ A %;%W%
* Debt should be taken against an

asset only for a financial gain. % A Public distrust of OHA

Prior to incurring debt, OHA must ¢ g Pl

consider financial alternatives % {A\ e ten

where its assets and portfolio are { ) decksions

not totally at risk. OHA should

leverage its assets wisely by using spire
debt strategically and prudently.

* Arigorous due diligence analysis should be conducted prior to issuance of debt, including
impact of future budgets, sufficiency of revenues dedicated to debt service or operating costs
of capital assets, and impact on ability to provide future services.

A lack of repayment plans and dedication of funds, use of debt to cover operational costs and lack of
diligence required to assume debt may occur when there is no clear policy.

Because this is a new policy, implementation procedures are provided to effect this policy’s launch.
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Spending Policy. It is the policy of
the Board that, in order to prioritize and

Investment Policy Changes and Real Estate Policy manage its own spending OHA must
2

Y « Separates managemint of commardaj dlffer.entlate spending for core functions
real estate from financial securities (required by law) from spending for non-
* Reguires development of a biended ore cti t ui W
Pwk\ ;“gx_ o e i S core functions (,no reqL ired by law, !)ut
- - - Establishes  real estate advisary related to OHA’s mission of improving
s wgsm greent | e committee (HDIP committee) and servicing beneficiaries).
i
p * Requires the Administration to develo, . . ..
% ~ e  robiet 1651 Betat pokSy g OHA’s Spending Policy revisions are
~ = Wi! * Requires the Administration to develop required because the two types of
- , crtterta for Bty Investmants functions require different priorities and

funding sources. Further, OHA should
implement cost center reporting to
identify the costs incurred at the service
and activity level, for better management
of financial resources, budgeting and
spire reporting.

Investment and Real Estate Policy. The purposes of this policy are to (1) ensure that real estate assets
and equity interests of the Office of Hawaiian Affairs (“OHA™) are managed differently from its
financial security assets, (2) establish a process for setting

an appropriate and achievable blended return goal for
financial security assets, real estate assets, and other assets,
(3) establish a real estate advisory committee to provide
real estate expertise, and (4) direct Ka Pouhana to propose
robust policies and procedures to manage the real estate and
equity interest portfolio with the assistance of the real estate
advisory committee and other experts. The rationale for

OFFICE OF HAWAIIAN AFFAIRS

each purpose is summarized below. OFFICE OF HAWAIIAN AFFAIRS
The existing Native Hawaiian Trust Fund Spending Policy, NATIVE HAWAIIAN TRUST FUND
as amended, will need to be combined, aligned, harmonized SPENDING POLICY, AS AMENDED

and edited to produce a new document for Board action.

Adspted by the Board of Trustecs, Septrmber 18, 2004
Amended snd sdaptd by the Beard of Trustees en July 6, 2006
Amended and adopted by the Beard of Trustees on May 21, 2009
Revigwed with no modifications by the Board of Trustees en April 16, 2012
Amended sod sdoptad by the Beard of Trustees on Pebwmary 27, 2014

10
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It is the policy of the Board that OHA’s
investment policy be modified to
include the following attributes:

Separates management of
commercial real estate from
financial securities;

Requires development of a
blended rate and regular
updating of the rate;

Establishes a real estate advisory
committee (HDIP committee);

Requires the Administration to
develop a robust real estate
policy; and

Requires the Administration to
develop criteria for equity
investments.

Investment Policy Changes and Real Estate Policy

The purposes of this poficy are (o {1) ensure that resl estate assels and equily interests of the Office of Hawaian
Aftairs 'OHA") are managed differently from ft financial security esseta, (2) estabksh g process for setting an
eppropriate and achi blended retum goal for finencial security assets, real estate sssets, and other assets, (3)
establish o real estate sdvisory committee to provide rest estate experine, and (4) direct Ka Pouhana 10 propose
robust policies and procedures to manage the resl eststa and equity nlerest portiolio with the essistance of the regt
estate advisory committes and othar experts. The matk for each purpose s below,

Itis the policy of the Board that OHA's investment policy be modified to inciude the following atbributes:

A. Separato management of the real .
estate a3acts and equiy iterosts Applying the same
from the financiel security wssets - ) investment strategy to al

B. Maintsin an appropriate and fypes of aseels
acheevable biended retam goal for

Gnancial security assets, reaf estste »
essets, and other ussets Refiance on financiel asset
C. Consult with en expert reat estate 7 performance on bulding
advisary committee value
D. Develop a robust reed estate plan .
] Maxking decisions without
: d the correctievel of
{ experience
spire

Without the proposed changes to established policy, applying the same investment strategy to all
types of assets, reliance on financial asset performance on building value and making decisions
without the correct level of experience poses challenges to the implementation of existing policy.

OFFICE OF HAWAHAN AFFAIRS

OFFICE OF HAWAUAN AFFAIRS

REAL ESTATE VISION, MISSION,
AND STRATEGY POLICY

Page 116

The existing Real Estate Vision, Mission and Strategy
Policy, will need to be combined, aligned, harmonized and
edited to produce a new document for Board action.

11
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Iv.

The existing Native Hawaiian Trust Fund
Investment Policy Statement will need to
be combined, aligned, harmonized and
edited to produce a new document for

Board action.
OFFICE OF HAWANAN AFFAIRS

OFFICE OF HAWAIIAN AFFAIRS

NATIVE HAWATIAN TRUST FUND
INVESTMENT POLICY STATEMENT

Adopted by the Board of Trustees, August 24, 2017
Effective October 1, 2017

Certification of Funding Availability

N/A - no funding required for action item.

Recommended Action(s)
Administration recommends the Board of Trustees (BOT):

A. Approve the Economic Development Policy, noting that Administration will return with the
implementation procedures for Board action;

B. Approve the Debt Management Policy, noting that Administration will return with the
implementation procedures for Board action;

C. Acknowledge the Spending Policy language and the existing Native Hawaiian Trust Fund
(NHTF) Spending Policy, as Amended, noting Administration will return with a consolidated
policy document for Board action; and

D. Acknowledge the Investment and Real Estate Policy language and the existing NHTF
Investment and Real Estate Vision, Mission, and Strategy policies, noting Administration
will return with consolidated policy document(s) for Board action.
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VI.  Alternatives
Take no action.

VIH. Time Frame

This action shall be effective immediately upon approval by the BOT.

VIII. Attachments
1. Economic Development Policy
2. Debt Management Policy
3. Spending Policy
4. Investment and Real Estate Policy

13
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IL.

IIL.

ECONOMIC DEVELOPMENT POLICY

PURPOSE

The purpose of this Economic Development Policy (“Policy”) is to ensure that revenue enhancement
and other economic development projects undertaken by the Office of Hawaiian Affairs (“OHA™)

are conducted in 2 manner consistent with best practices and aligned with OHA’s long-term strategies
and current conditions.

POLICY

It is the policy of the Board to ensure the development of procedures for selecting economic
development projects and the operating structures for the projects that reflect cultural pdorities and
current economic conditions. The Board believes that documented procedures are important to
ensure consistency within OHA regarding the use of land, cultural assets and other resources, and
OHA'’s expectations for business conduct. Additionally, the principles reflected in the procedures can
be incorporated in development and other economic development agreements, enabling projects that
are developed will be consistent with OHA'’s needs and prorities.

SCOPE & AUTHORITY

The projects covered by this Policy are all projects intended to increase the value of OHA assets,
generate additional revenues, or achieve cultural and socio-economic prorities. Ka Pouhana is
delegated the authority to develop the procedures necessary to implement this Policy. Nothing in this
delegation is intended to diminish the approval authority of the Board as stated in the State
Constitution, State law, or other OHA policies and procedures.

PROCEDURES TO IMPLEMENT THE POLICY

Ka Pouhana shall develop, for approval by the Board, procedures regarding economic development

projects which shall be congruent with this Policy. The procedures shall model best practices and
must address, at a minimum:

1. Procedures for analyzing and selecting economic development projects, including the
requirements for the due diligence analysis and process prior to selecting the projects, the
process for requesting approval by the Board, and reporting requirements to the Board.

2. Performance standards for OHA staff and external consultants, managets, or advisors.

Permissible/impermissible projects, if any.

4. Critenia for assessing different operating structures for the projects, including the evaluation
criteria for selecting structures (such as LLCs and partnerships) so that diverse factors such
as risk to OHA, control by OHA, and revenue potential can be weighed to achieve a
structure that best fits OHA’s needs.

»

The procedures shall detail how the policy prnciples will be implemented - what will be done, what
resources will be used and what results will be expected.

14
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V. EXCEPTIONS TO THE POLICY

While adherence to this Policy is required in applicable circumstances, changes in the capital markets,
programs and other unforeseen circumstances may produce situations that are not covered by the
Policy or require modifications or exceptions to achieve Policy goals. In these cases, the Board may
consider and approve exceptions to provisions within this Policy. When a request for exception is

made to the Board, 2 memo detailing the rationale for any exception to the Policy must be submitted
to the Board.
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I1.

DEBT MANAGEMENT POLICY
PURPOSE )

The purpose of this Debt Management Policy (“Policy”) is to ensure that all debt issuances undertaken
by the Office of Hawaiian Affairs (“OHA”) are completed in an efficient manner and in accordance
with best practices.

POLICY

It is the policy of the Board to adhere to prudent financial management practices and commit to long-
term capital and financial planning. This Policy will enable OHA to foster consistency and optimize
the use of its limited resources to meet its long-term capital needs.

OHA believes that debt is an equitable means of financing projects and represents an important means
of meeting fiscal responsibilities. Adherence to a policy is essential to ensure that OHA maintains a
sound debt position and protects the credit quality of its obligations.

OHA intends to use debt efficiently to maximize the delivery of projects within acceptable levels of

nisk, balancing obtaining the best possible credit ratings, minimizing interest costs, and optimizing
future flexibility.

A. Purpose of Debt
OHA shall not incur debt that is more than necessary to fund the OHA project or purpose for
which the issuance was approved and any associated financing costs. Debt proceeds should be

secured as close to the date of expenditure as possible, unless there are practical reasons to issue
sooner, in which cases such reasons should be documented'and approved by the Board.

Debt should improve OHA’s net worth or help to generate value, including cultural value.
Additionally:
1. OHA should not issue debt that it cannot repay or that causes it to incur undue financial

risk. OHA should not take on debt without a repayment solution that is consistent with
its spending and withdrawal policies and its budget.

2. Debt should be taken against an asset only for a financial gain. Prior to incurring debt,
OHA must consider financial alternatives where its assets and portfolio are not totally at
tisk. OHA should leverage its assets wisely by using debt strategically and prudently.

3. A ngorous due diligence analysis should be conducted prior to issuance of debt, including
impact of future budgets, sufficiency of revenues dedicated to debt service or operating
costs of capital assets, and impact on ability to provide future services.

B. Financial and Credit Limitations

In addition to legal limitations, financial and credit limitations must also be considered, such as
target coverage levels and credit ratings goals, before issuing new debt. In conjunction with this
Policy, OHA will undertake a Debt Affordability Study (“Study™) every two years to optimize the
use of limited debt capacity while meeting public spending goals and to ensute the prudent use of
debt and to preserve enough future debt capacity. The Study analyzes the OHA’s debt profiles
and presents relevant financial metrics to assess debt affordability. Before the issuance of any new

16
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debt, the analysis and recommendations of the most tecent Study should be considered. The
financial and credit impact of new debt must be evaluated, in order that OHA will not issue debt
that it cannot repay or that causes it to incur undue financial risk.

III. SCOPE & AUTHORITY

The debt covered by this Policy is as defined in GASB Statement 88, namely: “[For this purpose, debt
is defined as a liability that arises from a contractual obligation to pay cash (or other assets that may
be used in lieu of cash) in one or more payments to settle an amount that is fixed at the date the
contractual obligation is established.” Debt includes, but is not limited to, issuances under Hawaii
Revised Statutes (“HRS”) sections 10-22 and 10-23.

Nothing in in this Policy is intended to supersede the requirements of State or federal law, including
Article VII, sections 12 and 13 of the State Constitution, HRS sections 13(2) and 10-36, and HRS
chapter 10, part IL

All debt is to be issued pursuant to the provisions, restrictions and limitations of the State Constitution,
the HRS, the applicable provisions of the State of Hawai‘i Debt Management Policy, applicable federal
law, and other mandatory requirements.

IV.  PROCEDURES TO IMPLEMENT THE POLICY

Ka Pouhana shall develop, for review by the Board, procedures regarding debt which shall be
congruent with this Policy. The procedures shall model best practices for issuing debt. The

procedures must address, ata mmimum

1. Procedures for incurring and managing debrt, including the requirements for the due diligence

analysis and process prior to incurring debt, the process for requesting approval by the Board,
and reporting requirements to the Board

2. Performance standards for OHA staff and external consultants, managers, or advisors
3. Permissible / impermissible forms of debt
The procedures shall detail how the policy principles will be implemented - what will be done,

what resources will be used and what results will beexpected.

V. EXCEPTIONS TO THE POLICY

While adherence to this Policy is required in applicable circumstances, changes in the capital markets,
programs and other unforeseen circumstances may produce situations that are not covered by the
Policy or require modifications ot exceptions to achieve Policy goals. In these cases, the Board may
consider and approve exceptions to provisions within this Policy. A memo detailing the rationale for
any exception to the Policy must be submitted to the Board.

17
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II.

IIL.

SPENDING POLICY

PURPOSE

The purpose of this policy is to direct changes to the OHA Spending Policy (“Policy™) to effect the
directives in Hawaii Revised Statutes (“HRS”) sections 10-1(b) and 10-3(3) and (4) and improve its
financial management processes.

POLICY

It is the policy of the Board that, in order to prioritize and manage its own spending, OHA must
differentiate spending for cote functions (required by law) from spending for non-core functions (not
required by law, but related to OHA’s mission of improving and servicing beneficiaries). OHA’s

Spending Policy revisions are required because the two types of functions require different prorities
and funding sources.

Further, OHA should implement cost center teporting to identify the costs incurred at the service and
activity level, for better management of financial resources, budgeting and reporting.

AUTHORITY

Ka Pouhana is delegated the authority to develop the proposed Spending Policy revisions and the
procedures necessary to implement the Spending Policy revisions. Nothing in this delegation is
intended to diminish the approval authority of the Board as stated in the State Constitution, State law,
or other OHA policies and procedures.

PROCEDURES TO IMPLEMENT THE POLICY

Ka Pouhana shall develop, for approval by the Board, proposals to amend the Spending Policy to

accomplish the purposes of this policy. The policies and procedures shall model best practices and
must address, at aminimum:

1. Procedures for defining whether programs and projects are core and non-core programs.

2. Procedures for prioritizing programs and projects based on their classification of core and

non-core.

3. Procedures for implementing and prioritizing programs and projects based on their
classification of core and non-core.

4, Procedures for implementing cost center budgeting and reporting.

The procedures shall detail how the policy principles will be implemented - what will be done, what
resources will be used and what results will beexpected.

18
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INVESTMENT AND REAL ESTATE POLICY

I PURPOSE

The putposes of this policy are to (1) ensure that real estate assets and equity interests of the Office
of Hawaiian Affairs (“OHA”) are managed differently from its financial security assets, (2) establish a
process for setting an appropriate and achievable blended return goal for financial security assets, real
estate assets, and other assets, (3) establish a real estate advisory committee to provide real estate
expettise, and (4) direct Ka Pouhana to propose robust policies and procedures to manage the real
estate and equity interest portfolio with the assistance of the real estate advisory committee and other
experts. The rationale for each putpose is summarized below.

I1. POLICY

It is the policy of the Board that OHA'’s investment policy be modified to include the following
attributes:

A. Separate management of the real estate assets and equity interests from the financial
security assets

The Board’s first directive is to separate the management of real property and equity interest assets
of the Native Hawaiian Trust Fund (“NHTF”) from the financial securities assets in the NHTF.
Currently, OHA has only one investment policy that covers all assets, while best practices promote
individual consideration of asset classes to manage investment risk. The management of real estate
assets is governed by the Hawai‘i Direct Investment Policy (“HDIP™), which is a policy that resides
within the Native Hawaiian Trust Fund Investment Policy Statement (“NHTFIPS”). However,
as noted by the State Auditor, the HDIP is not a robust real estate policy. It is also out-of-date,
as it refers to the prospective acquisition of OHA headquarters, which has already occurred with
the acquisition of Na Lama Kukui. The transfer of all real property and equity interest assets into
a discrete portfolio with the appropriate policies will result in more effective and efficient
management of these assets. The separation of real estate (including equity interests) from
securities, is consistent with best practices and the Kamehameha Schools’ structure for asset
investment management, which separates real estate from other financial assets.

B. Maintain an appropriate and achievable blended return goal for financial security assets,
real estate assets, and other assets

The Board’s second directive is to ensure the OHA return benchmarks are appropriate, are
regularly reviewed, and are realistic. This purpose addresses the current deficiency that there is no
requirement to regularly update return targets, and that targets are set for assets that have little
potential to generate such returns, like legacy and programmatic lands.

C. Consult with an expert real estate advisory committee

The Board’s third directive is to establish a real estate advisory committee to provide OHA
expertise in real estate matters. The advantages of adding a real estate committee are to provide
OHA with expert real estate guidance, assist the BOT in meeting its fiduciary duties to

19
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III.

beneficiaries, and improve the quality of analyses when making decisions. The establishment of a
separate committee acknowledges that real estate and financial securities assets are not alike and
need to be managed using different expertise.

D. Develop a robust real estate plan

The State Auditor has noted that OHA requires a robust real estate plan. The fourth directive is
for OHA to require the development of a real estate plan, including guidelines to manage OHA's
real property portfolio based on best practices, which consider value, purpose, and utilization.

It is contemplated that revisions to the NHTFIPS and the HDIP should be developed as part of

the ongoing review of these policies by the Administration and its attorneys and investment
advisors.

SCOPE & AUTHORITY

Ka Pouhana is delegated the authority to develop the procedures necessary to implement this Policy.
Nothing in this delegation is intended to diminish the approval authority of the Board as stated in the
State Constitution, State law, or other OHA policies and procedures.

DRAFT POLICIES AND PROCEDURES TO IMPLEMENT THE POLICIES

A. Ka Pouhana, with the assistance of OHA’s attorneys and investment advisors, shall develop
revisions to the NHTFIPS for consideration by the Board to establish: (1) an index-based blended
expected return and (2) a routine procedure to set up to revisit and update the short-term and

long-term return targetsand (3) a plan to separate Legacy and Programmatic Lands from Commetcial
Lands.

B. Ka Pouhana, with the assistance of OHA’s attorneys and investment advisors, shall develop for
consideration by the Board: (1) other changes in the NHTFIPS or procedures, if any are required
by this action item, and (2) policies and procedures to manage the real estate and equity assets.

C. The policies and procedures for management of OHA’s real estate investments shall be congruent
with OHA’s Real Estate Vision, Mission and Strategy (“VM&S”), which state that OHA’s Board and
staff shall model best practices in the stewardship of OHA’s real estate involvements.

D. Ka Pouhana shall develop an updated VM&S for the Board’s consideration, which should be
consistent with OHA’s mission, values, objectives, and resources, and a HDIP Strategic Plan to
guide the implementation of the HDIP’s real estate strategy regarding the acquisition, development,
management, and disposition of OH.\’s properties.

E. KaPouhana shalldevelop a real estate implementation plan for BOT approval. Together, the policy
and the plan should describe a robust real estate management program. The policy and plan must

address, at a minimum:
Debt and spending policies.
Investment objectives and priorities.

Economic and cultural objectives, including methods for balancing these objectives.
Performance standards for OHA staff and external consultants, managers, or advisors.
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5. Assetallocation guidelines and portfolio composition targets, if appropriate.
6. Liquidity pool and capital budget.
7. Real estate standards and valuation criteria.
8. Permissible / impermissible forms of ownership.
9. DPermissible investments.

10. Prohibited investments.

11. Return expectations and leverage guidelines, if any.

12. Portfolio reporting requirements to the BOT.

13. Approval process and standards for implementing real estate involvements.
14. Acquisition standards.
15. Confidentiality.

16. Details on how the policy principles will be implemented - what will be done, what resources
will be used and what results are expected.

F. Following BOT approval of the strategic and implementation plan describedin D. and E., the Ka
Pouhana and OHA Land Assets Paia shall create a Procedures Manual that further defines the

processes and practices utilized by the OHA Staff and Advisors to manage the HDIP consistent
with the policy and program.

G. Ka Pouhana shall develop a plan, structure and procedures for an independent HDIP Investment
Advisory Committee (“IAC”), which shall review the HDIP Strategic Plan and the business plans
for each property, and develop recommendations to the BOT. The Ka Pouhana shall also propose
to the Board the names of members who might serve on the HDIP IAC, for Board consideration.
The proposed HDIP IAC members should (a) share the values of and are committed to OHA’s
strategic objectives; (b) understand the OHA Real Estate Vision, Mission and Strategy and agree
with the Strategy and associated policies; (c) can participate confidentially and impartially in
discussions independently of their active real estate involvements; and (d) have experience in real estate
management, investing, and capital budgeting.

H. Ka Pouhana, with the assistance of OHA’s attorneys and investment advisors, shall develop
policies for OHA’s equity investments in Hawai‘i businesses (“mission-related investments” or
“MRI”) for consideration by the BOT, and procedures to implement the equity investment policy.
The policies and procedures should address, at a minimum:

1. Purpose / objectives of the investments. The purposes and objectives should be consistent
with the following OHA goals: to further OHA’s strategic plan by making investments with
the potential to create sustainable economic activity for Native Hawaiians and, secondarily,
to produce a return that meets or exceeds the designated benchmark return while
maintaining appropriate risk parameters.

ii. The scope of permissible investments, including geographic and other limitations.

iil. Qualifications for MRI, including the type of businesses.

iv. Limitations on the amounts available for investment.

v. Standards.

pA |
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Action Item Vote

APPENDIX H

AMENDMENT:
MEANS OF FINANCING:
‘AE | AOLE | KANALUA
TRUSTEE 2 | (YES) | (NO) | (ABSTAIN) | EXCUSED
LEI AHU ISA X
KALEI AKAKA X
KELM AKINA X
BRENDON
KALEIAINA | LEE X
HULU LINDSEY X
ROBERT LINDSEY, JR. X
COLETTE MACHADO X
JOHN WAIHEE X
CHAIRDAN | AHUNA X
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OFFICE OF HAWAIIAN AFFAIRS
MEETING OF THE

COMMITTEE ON RESOURCE
MANAGEMENT

COMMITTEE REPORT

September 25, 2019

The Honorable Colette Machado,
Chairperson Board of Trustees
Office of Hawaiian Affairs

Madame Chair Machado,

The Committee on Resource Management, having met on September 25,2019 and after full and free
discussion, recommends approval of the following action to the Board of Trustees:

4

Administration recommends the Board of Trustees (BOT) approve the Debt

Management Policy implementation procedures as detailed in Attachment A.

Relevant attachments are included for your information and reference. Attachment(s):

1) Action Item RM#19-15
2)  RMRal Call VoteSheet

Meeting of the Committee on Resource Management
Committee Report of
September 25, 2019 Page 1 of 2
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(g =X =

Trustee Dan Ahuna, Chair

e

APPENDIX H

NOT AVAILABLE

Trustee Kalei Akaka, Member

NOT AVAILABLE

Trustee Leina‘ala Ahu Isa, Member

Trustee Keli‘i Akina, Member

Losynan) dudan ﬁw&m

Trustee Robert Lindsey, Jr., Member

@ gl Mophodo

Trustee Hulu Lindsey, Member

NOT AVAILABLE

Trustee Colette Machado, Member

. 5.

Trustee Brendon Lee, Member
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Trustee John Waihe'e, IV, Member

Meeting of the Committee on Resource Management
Committee Report of September 25, 2019
Page 2 of 2
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Reviewed by:

Reviewed by:

Reviewed by:

Co-Prepared &

Reviewed by:

Reviewed by:

Page 131

OFFICE OF HAWAIIAN AFFAIRS
Action Item

Committee on Resource Management
September 4, 2019

RM #19-15

Action Regarding the Debt Management Policy Implementation Procedures

8”/ 27 f lq
Paul Harleman,-l\-/ITBA, EA, Trustee Aide Date
Office of Keli'i Akina, Ph.D., Trustee At-Large

/4 '/%77"—“ S/20/09

Raymond Matsuura Date
Pou Kako'o Mahele Kumupa'a, Investment Manager
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Gloria Li Date
Ka Pou Kihi Kanaloa Wai, Kiiikawa, Interim Chief Financial Officer

PNl e i 82719

Lisa Watkins-Victorino, Ph.D. Date '
Ka Pou Nui Kitikawa, Interim Chief Operating Officer

8212019

Sylvi@jsey, E@l Datt
Ka Po a Kiikawa, Interim Chief Executive Officer
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Ke Kua, Trustee Dan Ahuna Date
Luna Ho‘omalu o ke Kdmike Resource Management
Chair of the Committee on Resource Management
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I.  Proposed Action

Administration recommends the Board of Trustees (BOT) approve the accompanying Debt
Management Policy implementation procedures as outlined in Attachment A.

II. Issue

Whether the BOT should take action on the accompanying Debt Management Policy
implementation procedures associated with the Fiscal Sustainability Plan (FSP).

III. Background' and Context of the Debt Management Policy

Overview. As outlined in Action Item RM #19-07: Action regarding Economic Development,
Debt Management, Spending and Investment and Real Estate Policies, in 2016 OHA understood
the need to become fiscally sustainable. Fiscal sustainability was defined as the ability of a
government or government agency to sustain its current rate of spending, revenue and other
policies in the long run. To do this, OHA needed to change the way it operated and therefore
began implementing the Fiscal Sustainability Plan (“FSP”). To propel OHA'’s progress in these
efforts, the Committee formed
five work groups representing the
BOT, OHA Administration, and
staff experts to address five main
areas that may pose risks to
OHA'’s fiscal sustainability. The

TSR

 Spending Policy

Y;{ori';igﬁrc“ g five areas were: spending policy,
Sustainability =™ ; pension benefits, legal and
Plan taxable structure, Department of
Hawaiian Home Lands, and real
SEITSENT TTY

¥pen sion Benefits estate investment,
- Waorking Group
A s =

Although the last meeting
held by the five working groups
was in December 2017, the desire
to implement the FSP, beginning with related policies, remained a priority of Administration through the
election of new Trustees and Board leadership in 2018.

! Source: Fiscal Year 2018-2019 Summary, Next Steps Checklist, May 2019, transmitted via letter dated May 15, 2019 .

Disclaimer

The information contained in this report is confidential to the Office of Hawaiian Affairs (*OHA”) and may not be disclosed
without the express written consent of OHA Board of Trustee (“BOT”) Chair, Resource Management (“RM”") Committee
Chair, OHA executive management, and Spire Hawai’i LLP (“Spire”). This information is intended solely for the use of OHA and
isnotintended to be, and should not be, used by anyone other than OHA. This report should not be used for any other purposes or
reproduced in any form that is inconsistent with its intent or is not authorized. If you are not authorized, please note that the use,
further transmission, or disclosure of the contents of this report is strictly prohibited. Under the standards promulgated by the
American Institute of Certified Public Accountants (““AICPA™), Spire considers all material confidential, However, we deferto
OHA counselontheissue of whether any material is subject to disclosure under Statelaw.
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IV. Alignment of the Policy to the Board
Governance Framework.

Overall. In January 2019, the Board approved the
formation of a permitted interaction group (PIG)
to: Investigate various elements of governance
frameworks and models, including but not limited
to cultural, indigenous, native, national and
international contexts. In April 2019, the Board
approved the PIG’s recommendation to approve
the five elements of OHA’s Board Governance
Framework: 1) Identity; 2) Values and Mana; 3)
Statutory Basis; 4) Policies; and 5) Supporting
Documents and Practices (Operations).

)

Constitution,
Chapter 10

By-Laws

Policies

Supporting
Documents, Pracﬁces

Element 1) Identity is expanded below and
illustrates the dual nature of identity and the
‘related impact to policies.

Eleisent 1: Identity. Ho owlu Lahoi Aol - To Rasse a Beloved Lalui. A State Ageney with il
sesponsibility 10 tumage o Trust that ideniifies mud opecares wore sl dy to Al 1 Toests [1] with a lalan
aindset i ampeoyine e wall-being of o Jaloi [3]. Soch my identary is vooted iy the 5lelu sotem,
apf T have the heart of a chiel, have fhe kinduess. gensrostty, and even temper of @ chugt, ‘Gleln
notenu 36 (3] OHA's ideniity 15 nlzo place based. that OHA's kafarne is to this place of Hawan

Labimi

é’ l'I-K]S'.”;t:I"U'llvn -
Chapter 10

‘ By Lans with the
responsibiliry to
A State Agency . mansge a Trast
q " itagdate Nt . =
Bozsmy ey io * l Pafiches —— % Tauc Pokicies

1

Agencr Spercing Supporimg Dm:q:.mels. Practices

Lisvestment

' i st Spweiidi
[1] - Kateo¥anse®a Schools, LibmoSalan Trvet Lisalilo Heane, Qreezis Medical 18y gEEsan
Centa Debr

Econenac Develogniess

|
‘, (2] - Maricer thog, e, pecple, matioentin. N Puke Wabswelie, retnioved 3 17 2619
! [3] Py, ‘Olelo No a3y, Hewtaidn Proverts & Poetical Seviugs p. 45
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L-Lahui Level Policies. Via Action Item #19-06, the Board approved the findings of the L-
Lahui Level Policies PIG and recommended approval of the following policies: (1) E Malama
(to protect); (2) E Ho‘omau (to perpetuate); (3) E Pupiikahi i Holomua (to unite in order to
progress); (4) E ‘Imi ‘Ike (to seek knowledge); (5) E Ho‘oulu Lahui (to grow the Lahui),
developed in accordance with the approved PIG purview. L-Lahui level policies for OHA’s
Board Governance Framework, is intended to articulate the Hawaiian cultural foundation of the
organization as a basis for the kaumaha (heavy weight, sadness) or significant kuleana
(responsibility) to normalize Hawaiian language, protect and exercise native rights regarding
‘aina, water, wahi pana and iwi kupuna, strengthen ‘ohana and kaiaulu, perpetuate Hawaiian
culture, knowledge and practices and engage in global, international indigenous contexts.

T-Trustee Level Policies. Next in the series of cascaded Board Governance Framework policy
work is the formulation of T-Trustee Level policies which would articulate broad, systemic,
strategic, overarching policies that are attributed to OHA’s Trustee role as a result of the
Constitution and Chapter 10 purposes and duties (e.g., fiduciary, care, obedience, code of ethics).
The two policies approved via Action Item RM #19-07---Economic Development and Debt
Management Policy; and the two additional policies---Spending and Investment and Real Estate
Policies are examples of T-Trustee Level Policies; and work will continue and be “on-ramped”
to the T-Trustee Level permitted interaction group when formulated.

In short, action on the implementation procedures of the approved Debt Management policy is
aligned to the Board Governance Framework work.

Resource Management Committee Action. Attachment B outlines the actual Debt Management
Policy as approved by the Trustees at the May 29, 2019 meeting; and at that time, via RM #19-07,
Administration committed to the Trustees, to return with the implementation procedures for Board
action. The Meeting of the Committee on Resource Management Committee Report dated May

22,2019 with Action
Trustee Dan Ahuna moves to Item RM #19-07: Action

A. Approve the Economic Development Policy, noting that Adnunistration will return with the . .
implementation procedures for Board action; regardmg Economic

B Approve the Debt Management Policy, noting that Administration will return with the implementation Development’ Debt
procedures for Board action; .

C. Acknowledge the Spending Policy language and the existing Native Hawaiian Trust Fund (NHTF) Management, Spendlng
Spending policy, as Amended, noting Administration will return with consolidated policy document for and Investment and Real
Board action; and .. .

D. Acknowledge the Investinent and Real Estate Policy language and the existing NHTF Investment and Estate Policies is
Real Estate Viston, Mission, and Strategy policies, noting Administration will return with consolidated attached which outlines
policy document(s) for Board action.

Trustee Robert Lindsey seconds the motion. the backgr ound and
TRUSTEE 112 ‘AE | A‘'OLE | KANALUA EXCUSED context of the overall
(YES) (NO) | (ABSTAIN) fi 1 lici

TRUSTEE LEINAALA __ AHUISA X 15cal policies
TRUSTEE DAN AHUNA |« X (Attachment C).
TRUSTEE KALE] AKAKA X
TRUSTEE KELI'] AKINA X Board Action. At the
TRUSTEE BRENDON KALEI‘AINA LEE X -Abstain
TRUSTEE CARMEN HULU LINDSEY X June .6’ 2019 Board
TRUSTEE ROBERT LINDSEY x| X meeting, the action
TRUSTEE JOHN WAHE'E X noted at left was taken.
TRUSTEE COLETTE MACHADO X

TOTAL VOTE COUNT 8 i
MOTION: [ JUNANIMOUS { x |PASSED [ }DEFERRED [ ] FAILED
Motion passed with eight (8) yes votes, and one (1) abstention.

V.Alignment to
Strategic Plan Foundation and Strategic Directions

4|
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: N E— In March 2019, via BOT
Educationsl Economic Qualkity Heaith W #19-03 Approval of the

Patbaays Stabikity Housing Outcomes W foundational principles and

' 2 \l directions for the next OHA

Strategic Plan 2020+, the
Trustees approved the
following Strategic
Foundation and Strategic
Direction elements—as
depicted below:

Strategic Foundation
‘Aina. Strengthen our
ancestral connection to
‘aina through responsible
stewardship to preserve
legacy lands and to
responsibly develop
economically viable lands.

Mo’omeheu. Strengthen Native Hawaiian’s connection to culture by supporting opportunities to engage
in ‘Olelo and ‘ike activities and initiatives.

‘Ohana. Promote healthy ‘ohana relationships by providing opportunities in communities to engage in
‘aina and mo’omeheu based activities and initiatives as well as opportunities to engage
in the well-being of their communities via civic participation and leadership.

‘Aina, mo’omeheu, and ‘ohana are foundational to the work of OHA. This foundation is

the lens through which decisions, planning, activities, initiatives, policies, procedures, and
practices are made. Pilina with dina, mo’omeheu, ‘ohana, kaiaulu, and community partners is how we
engage in the implementation of our strategies. Building pillina with communities and organizational
partners is critical to successfully achieving our vision and mission.

Strategic Directions

Economic Stability. Engaging in strategies to enhance the economic development and financial

empowerment of the 1ahui will ensure that Native Hawaiians progress toward a state of economic
stability.

Quality Housing. Leveraging partnerships to ensure Native Hawaiians can obtain affordable rentals as
well as homeownership while also engaging in opportunities to affect legislation that support Hawaiian
Home Lands, overall housing costs, and housing supply will greatly enhance the ability for Native
Hawaiians who so desire to remain in Hawai’i.

Educational Pathways. Supporting initiatives, leveraging partnerships, engaging in strategies to
develop educational pathways that strengthen culture-based education, early education, K-]2 and post-
secondary education will ensure that Native Hawaiians are grounded in their past

while participating in a technologically oriented future.

Health Outcomes. Supporting initiatives, leveraging partnerships, engaging in strategies to promote
healthy and strong families.

54
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In short, action on the implementation procedures of the approved Debt Management policy is aligned to
the Strategic Foundation and Directions elements described above.

VI. Policy Review and Analysis?

Background. During this fiscal year, the following policies were developed or considered:
Spending; Debt Management; Investment and Commercial Real Estate; Economic Development;
and Fiscal Stabilization. These policy revisions have the following long-term objective of
proposing a distinct potential direction for OHA as an organization as it relates to who it is: A
primary State agency that provides services and programs to Native Hawaiians (HRS Chapter 10-

— 3); a semi-
autonomous State
agency which relies
on self-funding
Establishing the Why? of Policies (Legislative
opinion); and a State
agency to better the
conditions of Native
Hawaiians. As of
February 2018, the
BOT placed a
moratorium on the
use of the Fiscal
Reserve’

policy

coften atirbutive
poli-ev |4 pracdaeee
plaral policivs
Definition of policy
n'l"nn"\ [ ol 2

Liz prudence or wisdom in the manacemont of aftbars

bz management ar pracedure hased primarils on material interest
21t adefinite course or methad of action sclvcred from uns my
alternaives ane o Bight of given condiiions to guide and determine
present and future decisions

I 2 a high-level overall plan embracing the general goals and
acceptable procedures cspoecially o @ governmental bods

e mm= metuemes ebster own onouer pobe retreed t 3 Ny

?Source: Fiscal Year 2018-2019 Summary, Next Steps Checklist, May 2019, transmitted via letter dated May 15, 2019.

Disclaimer

The information contained in this report is confidential to the Office of Hawaiian Affairs (*‘OHA”) and may not be disclosed
without the express written consent of OHA Board of Trustee (“BOT”) Chair, Resource Management (“RM”) Committee
Chair, OHA executive management, and Spire Hawai'i LLP (“Spire™). Thisinformation is intended solely for the use of OHA and
isnot intended to be, and should not be, used by anyone other than OHA. This report should not be used for any other purposes or
reproduced in any form that is inconsistent with its intent or is not authorized. If you are not authorized, please note that the use,
further transmission, or disclosure of the contents of this report is strictly prohibited. Under the standards promulgated by the
American Institute of Certified Public Accountants (“AICPA”), Spire considers all material confidential. However, we defer to
OHA counsel ontheissue of whether any material is subject to disclosure under Statelaw.

* Moratorium on Fiscal Reserve Spending, RM 18-03 Al, February 2018
6|

Page 136 APPENDIX H - 34



Workshop: TU, 5/25/2021

APPENDIX H

RM #19-15: Action Regarding the Debt Management Policy Implementation Procedures

OFFICE OF HAWAIIAN AFFAIRS

OFFICE OF HAWATIAN AFFAIRS

NATIVE HAWAIIAN TRUST FUND
INVESTMENT POLICY STATEMEN1

Adopted by the Board of T'ru tees, August 24, 2017

Fffective October 1 2017

limitations in investing the
Fund'’s assets; and evaluate
the Advisors’ performance.

VII. Debt anagement Policy

As approved by the BOT via
Action Item #19-07 in May 2019,
OHA shall not incur debt that is
more than necessary to fund the
OHA project or purpose for which
the issuance was approved and any
associated financing costs Debt
proceeds should be secured as
close to the date of expenditure as
possible, unless there are practical
reasons to issue sooner, in which
cases such reasons should be
documented and approved by the
Board.

Alignment to the Native Hawaiian Trust Fund
Investment Policy Statement*. Adopted by the
Board of Trustees (BOT) on August 24, 2017 (and
effective October 1, 2017), the Native Hawaiian Trust
Fund Investment Policy Statement (“IPS” or
“NHTFIPS”) governs the investment of assets held in
the Office of Hawaiian (OHA) Native Hawaiian Trust
Fund (“NHTF” or “the Fund”), including, but not
limited to investment objectives, and the expectations
and requirements with respect to the ongoing
management of the Fund’s assets.

OHA'’s mission is to malama (protect) Hawai'i’s
people and environmental resources and the Trust
Fund’s assets toward ensuring the perpetuation of the
culture, the enhancement of lifestyle and the protection
of entitlements of Native Hawaiians, while enabling
the building of a strong and healthy Hawaiian people
and nation, recognized nationally and internationally.
The overall goal of the fund is to provide superior
investment returns to sustain the beneficiaries in
perpetuity and to uphold OHA’s mission.

The purpose of the Investment Policy Statement
(“Statement”) is to provide: clear and mutual
understanding the Fund’s philosophy, investment
objectives and policies; guidance, objectives and

Debt Management Po icy

Defines purpose for debt - Section HI

- /\‘\_ Defines debt ~ Section #
/ P A / Does not allow debt that is more than needed
-~ and requires the debt to be secured as tlose to
J the date of expenditure as possible

Requires debt to improve net worth or generite
value, including cultural value

o Prohibits debt without a repayment solution
- requires debt to be taken agamstan asseton y
for financial gain, requires due diligence prio to
~ issuing debt
Py

2 Requires debt study every two years

Requires administration to develop procedure
ta implement policy

4 Native Hawaiian Trust Fund Investment Policy Statement, Adopted by the Board of Trustees, August 24, 2017, Effective

October 1, 2017
71
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The policy further: Defines purpose for debt; Defines debt; Does not allow debt that is more
than needed, and requires the debt to be secured as close to the date of expenditure as possible;
Requires debt to improve net worth or generate value, including cultural value; Prohibits debt
without a repayment solution, requires debt to be taken against an asset only for financial gain,
requires due diligence prior to issuing debt; Requires debt study every two years; Requires
administration to develop procedures to implement policy. OHA should not issue debt that it
cannot repay or that causes it to incur undue financial risk. OHA should not take on debt without
a repayment solution that is consistent with its spending and withdrawal policies and its budget.
Debt should be taken against an asset only for a financial gain.

Prior to incurring debt, OHA must consider financial alternatives where its assets and portfolio
are not totally at risk. OHA should leverage its assets wisely by using debt strategically and
prudently. A rigorous due diligence analysis should be conducted prior to issuance of debt,
including impact of future budgets, sufficiency of revenues dedicated to debt service or operating
costs of capital assets, and impact on ability to provide future services. A lack of repayment
plans and dedication of funds, use of debt to cover operational costs and lack of diligence
required to assume debt may occur when there is no clear policy.

Because this is a new policy, implementation procedures are provided to effect its launch.

VIII. Debt Management Policy — Implementation Procedures

IX.

XI.

XIIL

8|

Refer to Attachment A for proposed implementation procedures.

Certification of Funding Availability

N/A - no funding required for action item.

Recommended Action(s)

Administration recommends the Board of Trustees (BOT) approve the Debt Management Policy
implementation procedures as detailed in Attachment A.

Alternatives

Take no action, leaving the approved Debt Management Policy without implementation
procedures (Attachment B).

Amend the Debt Management Policy implementation procedures (Attachment A).

Time Frame

This action shall be effective immediately upon approval by the BOT.
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XIII. Attachment(s)

9|

A.
B.

C.

=

Debt Management Policy Implementation Procedures

Debt Management Policy, including Section IV. PROCEDURES TO IMPLEMENT THE
POLICY

Meeting of the Committee on Resource Management Committee Report dated May 22, 2019
Debt Management Procedures Analysis & Recommendations, August 2019
OHA Revenue Bonds, White Paper, July 2019

Page 139 APPENDIX H - 37



ion Regarding the Debt Management Policy Implementation Procedures

. APPENDIX H
LRSS NS T
B Attachment A

IV.  PROCEDURES TO IMPLEMENT THE POLICY

Ka Pouhana shall develop, for review by the Board, procedures regarding debt which shall
be congruent with this Policy. The procedures shall model best practices for issuing debt.
The procedures must address, at a minimum

1. Procedures for incurring and managing debt, including the requirements for the
due diligence analysis and process prior to incurring debt, the process for
requesting approval by the Board, and reporting requirements to the Board

)

Performance standards for OHA staff and external consultants, managers, or
advisors

3. Permissible/impermissible forms of debt

The procedures shall detail how the policy principles will be implemented - what will
be done, what resources will be used and what results will beexpected.

A. Purpose and Uses of Debt

In managing debt, OHA shall distinguish between long-term debt and short-term debt. Debt with
maturities that exceed three years are considered long-term debt and debt with maturities that are
less than three years are considered short-term debt.

Debt shall only be used to fund capital projects. Under no circumstances shall long-term debt
proceeds be used to fund current operations or maintenance expenditures.

1. Long-term debt proceeds shall only be used for the purpose of financing or refinancing
the cost of design, acquisition, improvement and construction of capital projects that
relate to the mission of OHA and align with its Strategic Plan objectives.

2. Short-term debt may only be used to fund temporary cash flow shortages for capital
projects or unexpected and significant repair and maintenance expenses for existing
capital assets.

B. Guidelines for Decision-making
OHA shall use the following guidelines for decision-making regarding the assumption of debt:

1. To preserve debt capacity, OHA shall only consider debt when necessary and only if
utilizing pay-as-you-go financing is not feasible.

2. Capital projects that are fully self-funded and that relate to OHA’s Strategic Plan
objectives will receive priority consideration.

3. Capital projects that are partially self-funded and relate to OHA’s Strategic Plan
objectives will only be considered if the project generates significant cultural value to
OHA’s beneficiaries and produces adequate revenue to offset recurring expenditures for
maintenance.

4. OHA shall balance the objective of achieving the lowest cost of capital with the objective
of limiting exposure to restrictive liens and debt covenants, interest rate, default, and
liquidity risks.

10|
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C. Debt Service Limitation

Under no circumstances shall debt service payments exceed twenty percent of Public Land Trust
expenditures.

D. Permissible/Impermissible forms of Debt

In accordance with the provisions, restrictions and limitations of the Hawaii state Constitution,
Hawaii Revised Statutes, and applicable provisions of the state Debt Management Policy, OHA
shall only consider the following forms of permissible debt:

1. Reimbursable General Obligation Bonds as defined by HRS Chapter 39
2. Revenue Bonds as defined by HRS § 10-25

3. Revenue Anticipation Bonds as defined by § HRS 10-24

4. Financing Agreements as defined by HRS Chapter 37D

To reduce risk and preserve debt capacity, under no circumstances shall OHA enter into the
following forms of debt agreements;

1. Conduit debt obligations in which OHA would be liable to pay for the principal and

interest for debt instruments issued by third-party entities in which OHA does not hold an
ownership interest.

2. Non-Exchange Financial Guarantees in which OHA would provide credit enhancements

or financial assurances to a third-party entity in which OHA does not hold an ownership
interest.

3. Derivatives Instruments, such as interest rate agreements or swaps.

E. Financing Agreements

If financing agreements are considered the appropriate method of financing, OHA shall consult
with the Department of Budget and Finance to determine whether OHA can participate in any
state financing opportunities. Additionally, OHA shall solicit and consider proposals from
various statewide and national financial institutions.

F. Revenue Bonds

If revenue bonds are considered the appropriate method of financing, OHA shall reach out to the
Department of Budget and Finance to request for assistance in the structuring, preparation and
sale of revenue bonds. The State Debt Management Policy shall be used as the basis to determine

the structure, issuance, methods of sale, standards for professional service providers, and pricing
of revenue bonds.

11 |
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G. Debt Structuring
In structuring debt, OHA shall use the following guidelines:
1.Debt proceeds shall be secured as close to the date of expenditure as possible.

2.Debt maturity structures shall not exceed the lesser of the expected useful life of the
project financed or 30 years.

3.Debt amortization schedules for long-term debt shall be structured with either annual level
principal payments or annual level debt service payment.

4.Principal payments must be made no later than five years from the date of the debt
issuance.

5.Debt covenants shall not consist of features that prohibit or restrict potential refunding or
refinancing opportunities in the future.

H. Board of Trustees Approval

The Board of Trustees must approve all decisions regarding new debt as well as the refinancing
and refunding of existing debit.

Action items that involve decision-making on debt shall include a financial plan that covers the
useful life of the capital project to be financed. At minimum, the financial plan shall include
estimates for the cost for design, acquisition, construction, financing and ongoing maintenance of
the capital project.

I. Refunding/Refinancing

OHA shall monitor outstanding debt for refunding and refinancing opportunities at least
annually. Refunding and refinancing decisions shall be considered under the following
circumstances:

1. When refunding or refinancing would generate a net present value savings on debt
service.

2. When refunding or refinancing would result in the modification of restrictive debt
covenants.

3. When refunding or refinancing would involve the conversion between variable and fixed
interest rate structures.

J. Debt Affordability Study (“Study”)

The Study shall use generally accepted financial ratios that are consistent with the methodologies
adopted by credit tating agencies. At minimum, the Study shall include the following financial
ratios:

1. Outstanding debt as a percentage of unrestricted net assets,

2. Outstanding debt, pension and other post-employment benefit liabilities as a percentage of
Unrestricted Net Assets,

12]
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3. Debt service as a percentage of Public Land Trust expenditures, and

4. Debt service, pension and other post-employment benefit contributions as a percentage of
Public Land Trust expenditures.

J. Board Reporting

Consistent with OHA Executive Policy Manual section 3.4.f., a summary of outstanding debt
shall be submitted in conjunction with the Multi-Year Financial Plan, which shall be submitted
in conjunction with the Biennium Budget.

13|
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DEBT MANAGEMENT POLICY
PURPOSE

The purpose of this Debt Management Policy (“Policy”) is to ensure that all debt issuances
undertaken by the Office of Hawaiian Affairs (“OHA™) are completed in an efficient
manner and in accordance with best practices.

POLICY

It is the policy of the Board to adhere to prudent financial management practices and
commit to long-term capital and financial planning. This Policy will enable OHA to foster
consistency and optimize the use of its limited resources to meet its long-term capital needs.

OHA believes that debt is an equitable means of financing projects and represents an
important means of meeting fiscal responsibilities. Adherence to a policy is essential to
ensure that OHA maintains a sound debt position and protects the credit quality of its
obligations.

OHA intends to use debt efficiently to maximize the delivery of projects within acceptable
levels of risk, balancing obtaining the best possible credit ratings, minimizing interest costs,
and optimizing future flexibility.

A. Purpose of Debt
OHA shall not incur debt that is more than necessary to fund the OHA project or
purpose for which the issuance was approved and any associated financing costs. Debt
proceeds should be secured as close to the date of expenditure as possible, unless there
are practical reasons to issue sooner, in which cases such reasons should be documented
and approved by the Board.

Debt should improve OHA’s net worth or help to generate value, including cultural
value. Additionally:

1. OHA should not issue debt that it cannot repay or that causes it to incur undue
financial risk. OHA should not take on debt without a repayment solution that
is consistent with its spending and withdrawal policies and its budget.

2. Debt should be taken against an asset only for a financial gain. Prior to
incurring debt, OHA must consider financial alternatives where its assets and
portfolio are not totally at risk. OHA should leverage its assets wisely by using
debt strategically and prudently.

3. A rigorous due diligence analysis should be conducted prior to issuance of debt,
including impact of future budgets, sufficiency of revenues dedicated to debt
service or operating costs of capital assets, and impact on ability to provide
future services.

B. Financial and Credit Limitations
In addition to legal limitations, financial and credit limitations must also be considered,
such as target coverage levels and credit ratings goals, before issuing new debt. In
conjunction with this Policy, OHA will undertake a Debt Affordability Study (“Study”)
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every two years to optimize the use of limited debt capacity while meeting public
spending goals and to ensure the prudent use of debt and to preserve enough future debt
capacity. The Study analyzes the OHA’s debt profiles and presents relevant financial
metrics to assess debt affordability. Before the issuance of any new debt, the analysis
and recommendations of the most recent Study should be considered. The financial
and credit impact of new debt must be evaluated, in order that OHA will not issue debt
that it cannot repay or that causes it to incur undue financial risk.

IIIl. SCOPE & AUTHORITY

The debt covered by this Policy is as defined in GASB Statement 88, namely: “[F]or this
purpose, debt is defined as a liability that arises from a contractual obligation to pay cash
(or other assets that may be used in lieu of cash) in one or more payments to settle an
amount that is fixed at the date the contractual obligation is established.” Debt includes,
but is not limited to, issuances under Hawai‘i Revised Statutes (“HRS”) sections 10-22 and
10-23.  Nothing in in this Policy is intended to supersede the requirements of State or
federal law, including Article VII, sections 12 and 13 of the State Constitution, HRS
sections 13(2) and 10-36, and HRS chapter 10, part II. All debt is to be issued pursuant to
the provisions, restrictions and limitations of the State Constitution, the HRS, the
applicable provisions of the State of Hawai‘i Debt Management Policy, applicable federal
law, and other mandatory requirements.

IV.  PROCEDURES TO IMPLEMENT THE POLICY

Ka Pouhana shall develop, for review by the Board, procedures regarding debt which shall
be congruent with this Policy. The procedures shall model best practices for issuing debt.
The procedures must address, at a minimum

1. Procedures for incurring and managing debt, including the requirements for the
due diligence analysis and process prior to incurring debt, the process for
requesting approval by the Board, and reporting requirements to the Board

2. Performance standards for OHA staff and external consultants, managers, or
advisors

3. Permissible/impermissible forms of debt

The procedures shall detail how the policy principles will be implemented - what will
be done, what resources will be used and what results will beexpected.

V. EXCEPTIONS TO THE POLICY

While adherence to this Policy is required in applicable circumstances, changes in the
capital markets, programs and other unforeseen circumstances may produce situations that
are not covered by the Policy or require modifications or exceptions to achieve Policy
goals. In these cases, the Board may consider and approve exceptions to provisions within

this Policy. A memo detailing the rationale for any exception to the Policy must be
submitted to the Board.

15 |
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Office of Hawaiian Affairs
MEETING OF THE
COMMITTEE ON RESOURCE MANAGEMENT
COMMITTEE REPORT

May 22, 2019

The Honorable Colette Machado,
Chairperson Board of Trustees
Office of Hawaiian Affairs

Madame Chair Machado,

Your Joint Committees on Resource Management and Beneficiary Advocacy and Empowerment, having

met on May 29,2019and after full and free discussion, recommends approval ofthefollowing action to the
Board of Trustees:

A. Approve the Economic Development Policy, noting that Administration will return with the
implementation procedures for Board action;

B. Approve the Debt Management Policy, noting that Administration will return with the
implementation procedures for Board action;

C. Acknowledge the Spending Policy language and the existing Native Hawaiian Trust Fund (NHTF)

Spending policy, as Amended, noting Administration will return with consolidated policy document
for Board action; and

D. Acknowledge the Investment and Real Estate Pol icy language and the existing NHTF Investment and
Real Estate Vision, Mission, and Strategy policies, noting Administration will return with
consolidated policy document(s) for Board action.

Relevant attachments are included for your information and reference. Attachment(s):

1) Action Item RM #1907
2) RM #1907 Roll Call Steat

Committee on Resource Management for May 22, 2019 Page | of 2
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Trustee Keli'i Akina, Member

Committee on Resource Management for May22, 2019 Page 1 of 2
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DEBT
MANAGEMENT
PROCEDURES

Analysis & Recommendations

Prepared at the request from Administration:

Paul Harleman, MBA, EA
Trustee Aide
Office of Keli‘i Akina, Ph.D., Trustee At-Large

August 14,2019
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L OBJECTIVE

On May 22, 2019, the Board of Trustees approved a series of board level policies, including a Debt
Management Policy. The Debt Management Policy requires that specific procedures are developed
to address the following:

Incurring and managing debt

Due diligence process and analysis

Board decision-making and reporting

Performance standards for OHA staff and external consultants
Permissible/impermissible forms of debt

SR

The development of specific recommendations for debt management procedures requires that due
diligence is performed to ensure that the proposed procedures align with OHA’s current debt
profile as well its future strategic and capital needs.

The objectives of this report are threefold:

¢ To provide a review of the best practices for debt management policies and procedures,

* To provide an analysis of OHA’s current debt profile and future debt capacity, and

* To propose specific recommendations for the implementation procedures of the “Debt
Management Policy.

Page 3
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II. METHODOLOGY

The (i) Government Finance Officers Association (*GFOA ") Best Practices for Debt Management
Policies and the (i) Standards & Poor 's/Moody’s Credit Ratings Framework define best practices
that OHA can use as a framework to develop its debt management procedures.

(i) GFOA Best Practices

The GFOA best practices for debt management policies are mainly developed for state and
municipal governments that have the statutory authority to issue bonded debt instruments. Because
OHA’s statutory authority is limited to the issuance of revenue bonds, not all the GFOA best
practices are relevant for OHA. Nevertheless, the following recommended GFOA framework for

debt management policies can be used as an outline for OHA’s debt management procedures
(Appendix 1).

Conditions for debt issuance
Restrictions on debt issuance
Debt service limitations
Limitations on Outstanding debt
Characteristics of debt issuance
Debt issuance process

AR [ 52 B =

In addition to defining best practices for debt management procedures, the GFOA also provides

guidance for structuring debt. The following guidelines for structuring debt are generally accepted
as best practices:

* Match short-term capital needs with short-term debt, and long-term capital needs with
long-term debt.

e Restrict variable rate debt to short-term financing in order reduce interest rate risk
exposure.

* Restrict the use of long-term debt proceeds to capital projects.
* Prohibit use of long-term debt to fund current operations or new programs.

* Avoid debt covenants that unduly restrict the ability to redeem bonds and refinance non-
bonded debt instruments.

* Do not extend the maturity of debt beyond the useful life of the capital project that is being
financed.

* Adopt a debt amortization schedule with equal principal or debt service payments.
(ii) Standards & Poor’s/Moody’s Credit Ratings Framework
Standards & Poor’s and Moody’s are the two leading credit rating agencies that opine on the credit

worthiness of both governmental and corporate bonds. The factors generally considered by credit

rating agencies should therefore provide a baseline to develop OHA’s debt management
procedures.

Page 4
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Table 1 provides a summarized overview of the factors that credit rating agencies consider as part
of their credit ratings process for general obligation bonds.

Table 1. Standards & Poor’s/Moody’s Credit Rating Criteria’

Credit Rating Criteria S&P Moody's

1. Economy i 30% 30%
Diversified asset base
Strong statewide economic indicators

2. Financial Measures 30% 30%

Stable, diversified operating revenues

Budgetary flexibility

Fiscal reserves & liquidity
3. Debt & Long-term Liabilities 10% 20%
Modest capital/debt needs and regularly updated CIP plans

Rapid amortization of debt (less than65% within 10 years is good)
Predominantly fixed rate debt {less than15% variable debt is good)
Pension and OPEB! funding funded based upon the ARC?

Carrying cost for debt (less than 15% of spending is good; greater than25%
is bad)
4. Management & Institutional Framework 20% 20%

Efficient decision-making process and consistent cooperation among
decision-makers

Adherence to financial policies and timely reporting

Support from state government in case of fiscal distress

Source: Government Finance Officers Association. 108" Annual Conference. “Rating Agencies:
How New Evaluation Criteria Could Impact Your Rating”

Since the “Management & Institutional Framework™ and “Economy” criteria are already addressed
by different policy working groups, the emphasis of this report is solely on the “Financial
Measures” and “Debt & Long-Term Liabilities” categories.

The Debt Management Policy and related implementation procedures are certainly significant.
However, as illustrated by the credit ratings framework, they are only part of the overall equation
that affects OHA’s creditworthiness. The work on the economic development policies and the
additional efforts by the various Permitted Interaction Groups (PIG) are equally important.

Best practices from both the GFOA and the credit rating agencies are used throughout this report
as the basis to evaluate OHA’s current debt profile, future debt capacity, as well as the
development of specific recommendations for debt management procedures.

I Other Post Employment Benefits; In OHA's case this refers to the contributions for the Employer Union Trust Fund
(EUTF)

2 Annual Required Contribution (ARC): In OHA's case this refers to the actuarially determined minimum annual
contribution that must be made to the Employment Retirement System (ERS).

Page 5
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III. DISCUSSION OF FINANCING OPTIONS

OHA'’s financing options consist of (i) bonded debt options and (ii) conventional financing
agreements.

(i) Bonded Debt

The bonded debt options available to OHA consist of reimbursable general obligation bonds,
revenue bonds, and revenue bond anticipation notes.

Table 2. State of Hawaii Credit Ratings

Bond Program Fitch Moody's S&P

State of Hawaii - G.O. Bonds | AA Aal AA+
Revenue Bonds

DHHL A Aa3

DOT Airport System A+ Al AA-
DOT Harbor System A+ A2 A+
DOT Highway System AA Aa2 AA-
HHFDC Rental Housing A Al

HHFDC Single Family AAA Aaaa AA+
UH Board of Regents AA Aa2

e Reimbursable G.O. Bonds® are general obligation bonds that are issued by the State of
Hawai‘i on behalf of either a department or political subdivision. The bonds are secured
by the full faith and credit of the State of Hawai‘i and are subject to reimbursement of
debt service payments from the beneficiary department or political subdivision.

e Revenue Bonds® are not secured by the full faith and credit of the State of Hawai‘i and
are instead secured by revenues to be derived from either the financed project , other
departmental or agency revenues, or a combination of both.

* Revenue Bond Anticipation Notes® are notes that are secured by the proceeds of the
sale of the revenue bonds and the revenues that are pledged towards the revenue bonds.

They are used as a short-term financing vehicle in anticipation of the sale of revenue
bonds.

Table 3 provides a summarized comparison of the reimbursable general obligation bonds and
revenue bonds financing options that are available to OHA.

3 HRs § 10-31 (3) "Reimburse the general fund of the State for any bond requirements on general obligation bonds issued for an
office project or projects to the extent required by law™

4 HRS § 10-27 (2) states that revenue bonds may contain covenants as to: “the use and disposition of the revenue of the office
project”. “the use and disposition of the revenue of all office projects™. “and the revenues of the office™

5 HRS § 10-24

Page 6
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Table 3. Comparison: Reimbursable G.0O. Bonds vs Revenue Bonds

Reimbursable G.O. Bonds Revenue Bonds
Credit Rating & | Because the bonds are backed | OHA revenue bonds will likely have a lower credit
Interest by the full faith and credit of rating than the State of Hawai'‘i.

the State of Hawai‘i they
generally carry a higher credit
rating and lower interest rate.

Issuing Fees The Department of Budget and | Budget and Finance Department could assist in the
Finance will cover the issuance | process. However, OHA would need to retain
fees. 1) underwriter(s),

2) financial advisors (municipal advisor) to
assist in the structuring of the bond
issuance,

3) bond counsel to issue a disclosure with
respect to the tax treatment of the bond,

4) bond trustee or fiscal agent, and

5) credit rating agencies.

According to a 2013 study done in California, the
average issuance costs for bonds ranged from
2.5% - 0.4% per $1,0007.
Recurring Fees | The Department of Budget and Requires ongoing costs for the following:1)
Finance will cover the recurring | Permanent employee(s) to manage the required
fees. recordkeeping, reporting and investor relations.
2) Annual credit ratings
3) bond trustee, and
4) arbitrage rebate service providers to ensure
compliance with IRS arbitrage rules.

Legislative Requires legislative approval Requires legislative approval. However, because
Approval and more scrutiny. revenue bonds are not backed by the full faith and
credit of the State of Hawai'i, they are generally
exposed to reduced levels of legislative scrutiny.

(i) Financing Agreements

In addition to bonded debt instruments, OHA is also allowed to enter into conventional financing
agreements such as loan agreements and lines of credit. However, according to HRS Chapter
37D and the State Debt Management Policy, financing agreements by departments and agencies
are to be approved by the Director of Finance and Attorney General. It is unclear whether this
requirement applies to OHA as a semi-autonomous state agency.

7 California Debt and Investment Advisory Commission
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IV.  REVIEW OF DEBT PROFILE

Review of OHA’s debt profile requires that debt be properly defined for the purposes of this
report. Action Item RM #18-12, which established a new budget system, and the recently
adopted Debt Management Policy define debt and debt service as follows:

* Debt Management Policy:

o “Debt is defined as a liability that arises from a contractual obligation to pay cash
(or other assets that may be used in lieu of cash) in one or more payments to settle
an amount that is fixed at the date the contractual obligation is established.”

* RM 18-12 (Budgeting System):

o “Financing agreement means any lease purchase agreement, installment sale
agreement, loan agreement, line of credit, or any other instrument of indebtedness
of which the full faith and credit of OHA are pledged towards the payment of
principal and interest.”

o “Debt Service means interest and principal repayments on financing agreements”

Considering these definitions, an obligation is therefore considered debt if it satisfies the
following three criteria:

l. Itis a contractual obligation to pay cash.
2. Itis an amount that is fixed at the date the contractual obligation is established.

3. The full faith and credit of OHA are pledged towards the payment of principal and
interest.

Subsequently, RM #18-12 requires that any payments made towards an obligation defined as
debt be treated and budgeted as debt service. Strict readings of the definitions for debt and debt
service require, therefore, that OHA’s annual payments to DHHL are in fact included in OHA’s
debt profile as well as its assessment of future debt capacity.

Although the DHHL payments are currently classified as grants for budgetary purposes, they are
reported as a discounted debt obligation® on OHAs financial statements, and creditors and credit
rating agencies are likely to include the DHHL financial obligation in their assessment of OHA s
creditworthiness. For these reasons, the DHHL financial obligation is included in OHA’s debt
profile for the purposes of this analysis.

8 In 2012, the State Auditor required the total gross commitment to DHHL be reflected on OHAs balance sheet with a debt
service schedule to correspond to the actual $3 million payment. Subsequently. the $90 million obligation was discounted
according to a 30-year debt amortization schedule. (Source: OHA DHHL Evaluation Report. July 15. 2015)

Page 8
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(i) Outstanding Debt

Table 4. Debt Profile OHA

Agreement Matures On  Entity Amount Debt Service Interest Rate  Outstanding

Date Principal
(6/30/2018)

08/12/20018 5/22/2039 DHHL $41.8Mm° $3M N/A

8/14/2012 9/1/2022 Bank of Hawaii $21.3M $ 1.3M1 3.6%" $19.7M

2/2/2015 2/3/2024 Bank of Hawaii $ 5M" $ 1.8m" 3%-4.5%" $83M

6/28/2013 6/28/2023 Bank of Hawaii $6.7M*

Table 4 provides a summary of OHA’s debt profile. Appendix 1 providesa comprehensive analysis
of the structural details of all financing agreements.

The carrying value (“book value™) of OHA’s outstanding debt as of June 30, 2018 amounts to
$57.5 million. It is important to note, however, that because of the unique characteristics of the
DHHL financial obligation, the carrying value of OHA’s outstanding debt is not consistent with
the actual value of OHA’s outstanding debt.

Per the accounting rules, only outstanding principal is reflected as a liability for financial statement
purposes. In DHHL’s case, the actual value of the financial obligation after the refinancing of the
DHHL revenue bond amounts to $41.6 million, which is $12.1 million higher than the reported
carrying value of $29.5 million. Although the accounting rules allow for the discounting of
financial obligation to DHHL, it is important to understand that unlike conventional debt
instruments in which debtors are only liable for outstanding principal, OHA is contractually
obligated to pay the entire outstanding balance of $41.6M '7 to DHHL.

For the purposes of this report, the carrying value of the DHHL liability is used as opposed to the
actual value of the financial obligation. As a disclaimer, it is important to note that creditors and

? This reflects the discounted value of the $90 million financial obligation. The interest rate per the Supplemental Agreement
#2337.01 is 5.733%. which allows OHA to discount the financial obligation based upon a 30-year debt service amortization
schedule.
10 This reflects the discounted carrying value: the full obligation to be repaid after the refinancing of the DHHL revenue
bonds amounts to $43.6 million
I This does not include the payment of $17.3 million in 2023.
12 This reflects the amended rate. The initial interest rate was 3.35%.

3 This reflects the maximum allowable draw.

4 No principal payments have been made as of June30. 2018.
15 The interest for the lines of credit are based upon the following elections made by OHA: Variable options are base rate -/-
0.5%. LIBOR +/+ 0.75%: Fixed option is federal home loan bank index +/+ 0.75%. The current Base Rate is 4.5%; LIBOR is
2.2%; 6-year federal home loan bank index is 2.39%.

This reflects the maximum allowabledraw.

17 oHA Legal Counsel is of the position. as shared during the meetings of the FSP DHHL work group. that OHA is legally
required to pay the entire outstanding balance of the DHHL financial obligation. Only DHHL is able to reduce the amount of the
financial obligation.
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rating agencies may use the actual value of the DHHL obligation in their assessment of OHA’s
creditworthiness.

(ii) Debt service & Amortization
According to the current debt amortization schedule, more than 63% of outstanding principal is
expected to be repaid within the next ten years. This is generally viewed as positive factor.

However, since the current debt service schedule consists of a $17 million payment for Na Lama
Kukui in 2023, it does not provide for a realistic scenario.

Table 5. Outstanding Principal

Hﬂﬂﬁﬁ fﬂﬁﬂﬂﬂma

It’s reasonable to assume that the mortgage with Bank of Hawaii will have to be refinanced in
2023. The displayed amortization schedule assumes a refinancing of the mortgage at a 3% fixed
rate for 10-years. The 10-year 3% fixed rate loan would mirror the current debt service for N
Lama Kukui. Under this scenario, only 49% of outstanding principal is expected to be repaid

within the next ten years, which is less than the 63% benchmark established by the credit rating
agencies.

Table 6. Debt Service Schedud

ﬂﬁ

Sources for Table 5 and 6: Mortgage and Line of Credit debt schedule is retrieved from the OHA Financial Statements 2018.
Note L - Long Term Liabilities. DHHL debt schedule is retrieved from the DHHL Memorandum to

Chair Machado (August 10. 2017). Mortgage refinancing assumes that the Bank of Hawaii mortgage
is refinanced at a fixed 10-year loan at 3%.
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(iii) Net Pension and OPEB Liabilities

o . . Table 7. Net Pension and OPEB Liability
In addition to debt, OHA’s credit worthiness '

is also affected by its participation in the $70.000.000
Employment Retirement System (“ERS™) S60.000.000
and the Employer Union Trust Fund
(“EUTF™). Due to recent changes in the $30.000.000
government accounting standards, OHA’s S 10.000.000
proportionate share of the unfunded
liabilities for the ERS and EUTF are now §30.000.000
fully disclosed on OHA’s financial $20.000.000 el
statements. -
S10.000.000 A
Although the Board of Trustees has limited <. ESEE]
ability to manage OHA’s risk exposure to o 2l
increased future payments for pension and WPt Pongion Lighiliy 572,136,042 g
OPEB liabilities, the likelihood of increased MmNt QUL Labilhy N 2323099
future payments should be carefully BNCCOPEB Liabilin @ Net Pension L iubil
evaluated in the context of debt decision-
making.

The ERS and EUTF are required to conduct an actuarial valuation study every two years. The
actuarial valuation studies contain a projected schedule with minimum annual required
contributions for the next 30 years.

Since these actuarial valuation studies form the basis for potential future fringe benefit rate
increases, they should be carefully reviewed on a regular basis. Especially the risk exposure to
increased healthcare costs needs to be monitored carefully. Under the most recent actuarial study
for the EUTF, a 1% increase in the assumption that is used to project healthcare costs could
potentially result in a 17% increase of OHA’s Net Pension Liability'®.

Table 8. Annual Required Pension & OPEB Contributions

Required Contribution FY2018 Actual Contribution FY 2018

Pension Contribution S 1,694,776 S 1,621,477
OPEB Contribution (Healthcare) | $ 2,123,100 S 1,881,695
Total S 3,817,876 S 3,503,172

Sources for Table 7 and 8: OHA Financial Statements 2018. Schedule of Contributions (Pensions) page 69,
Schedule of Contributions (OPEB) page 72. Schedule of Changes in Net OPEB Liability page 71.
Schedule of OHA's Proportionate Share of Net Pension Liability page 68.

'® Hawaii Employer Union Health Benefit Trust Fund Retiree Health Care Plan. Actuarial Valuation Report as of July 1. 2018.
Page 16.
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V. REVIEW OF FINANCIAL MEASURES

Financial measures such as the performance of assets, revenue generated capabilities, as well as

the flexibility to adjust expenditures are important considerations with respect to the issuance and
management of debt.

(i) Net Assets

Table 9. Changes in Net Position
$200.000.000

S130.000.000
$100.000.000

$30.000.004

. £ O

r b 2 o oy w0 S
SE30.000.000)

SCLOQ.0B0.00M

Over time, increases and decreases in the net position provides a useful indicator of whether
OHA'’s financial positien is improving or deteriorating. Since 2008, OHA’s net assets have grown
from $446 million to $586 million. However, this growth is primarily due to the transfer of
Kaka‘ako Makai (valued at $200 million) by the State of Hawai‘i in 2012.

Table 10. Net Position FY 2018

S340.321.269 \

S <15 336 09)

W Capital Assets BRestricted \asets

Sources for Table 9 and 10. OHA Financial Statements for the period 2008-2018. Statement of Net Position
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In addition to changes in net position, OHA’s unrestricted net assets reflect an important
measurement of the solvency OHA, which refers to OHA’s ability to meet long-term debt and
financial obligations. However, since OHA has the discretion to sell its commercial properties, the
unrestricted net asset balance, combined with the appraised value of commercial real estate assets
would provide a more suitable measurement of OHA’s solvency. Because real-estate assets are
recorded at their book value for financial statement purposes, OHA should consider regular
appraisals for commercial real estate in order to better assess future debt solvency ratios.

In addition to the importance of tracking the unrestricted net asset balance, it is also important to
highlight that due to the budget proviso for the general funds, debt service is traditionally paid for
by public land trust assets. From a debt management policy perspective, public land trust revenues
and expenditures are therefore an appropriate debt management indicator as opposed to total
revenues and expenditures, which would provide a distorted view of OHA’s debt position because
it would include general, federal, as well as proprietary fund'® revenues and expenditures.

(ii) Public Land Trust Revenue (“PLT”)

Iable 11, PLT Revenue

B

P | [ [ mO

Sources: OHA Financial Statements 2008-2018. Governmental Funds — Statement of Revenues. Expenditures. and
Changes in Fund Balances.

Revenues are often used as the basis for debt policies. For example, the State Constitutional limit
for outstanding general obligation bonds is tied to 18.5% of the average general fund revenues for
the preceding three years. PLT revenues are predominately tied to the performance of the Native
Hawaiian Trust Fund (*“NHTF”’) financial assets portfolio. Because of the volatility of the financial
markets, the PLT revenues would not provide for a stable measurement of OHA’s debt capacity.

19 Reflects Hivilei Aloha LLC and Hookele Pono LLC
Page 13
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(iii) Public Land Trust Expenditures

In contrast to the PLT revenues, PLT expenses have been relatively stable throughout the last

decade because they are subject to the Spending Policy, which restricts draws to the 20-month
moving average of the NHTF.

Because of the stability, PLT expenditures form a better measurement of OHA’s debt capacity.
This approach is consistent with the City & County of Honolulu, which has capped debt service
on general obligation bonds to 20% of the operating budget®’.

Table 12, PLT Expenses

| e

Sources: OIIA Financial Statements 2008-2018. Governmental Funds — Statement of Revenues. Expenditures. and
Changes in Fund Balances.

With respect to the issuance of debt, OHA should also assess how future debt service payment
would impact its ability to respond to the growing needs among beneficiaries. A review of PLT
expenditures illustrates that within the last decade, the share of beneficiary expenditures relative
to total PLT expenses has gradually declined from 58% in 2008 to 47% in 2018. OHA defines
beneficiary advocacy expenditures on its financial statements as disbursements that provide for
the “betterment of all Hawaiians through improving access to resources, benefits, and services, in
the areas of housing, education, health, and economic development™'.

Because beneficiary advocacy is at the core of OHA’s mission, it would be prudent to evaluate
and assess the impact of future debt service payments on beneficiary advocacy expenditures.

20 Office of the City Auditor. Audit of the City Debt Service Practices (2006)
21 OHA annual financial statements (2018). page 5.
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VL. DEBT AFFORDABILITY

The recently adopted Debt Management Policy requires that a “Debt Affordability Study™ be
conducted every two years to “optimize the use of limited debt capacity while meeting public
spending goals and to ensure the prudent use of debt and to preserve enough future debt capacity.”

The credit rating agencies provide a framework of commonly used debt ratios that OHA could
implement as part of the “Debt Affordability Study”. The following debt ratios are commonly
used:
* Outstanding Debt as a % of Unrestricted Net Assets: measures the degree to which
assets are available to pay for debt and financial obligations.
* Debt Service as a % of Revenues: measures the ability to pay debt service with revenues.

* Debt Service as a % of Expenditures: measures the ability to pay debt service relative to
other expenditures.

Since both debt as well as pension liabilities affect OHA’s creditworthiness and debt capacity, it
is highly recommended that the above-mentioned ratios are evaluated for both outstanding debt,
debt service, as well as pension and OPEB liabilities and contributions.

Benchmarks for debt ratios are relative statistics that fluctuate over time. However, generally a
debt service ratio that is less than 15% of spending is considered acceptable by credit rating
agencies. Similarly, a debt service ratio that exceeds 25% of spending is generally considered as
unfavorable.

OHA'’s debt ratios reflected in Table 13 indicate that without increased PLT revenues, OHA has
limited to no capacity to responsibly take on additional debt service payments. Both debt service
and payments for pension and OPEB contributions currently account for nearly 25% of total PLT
expenses. This means that in the absence of revenue generating activity, incurring additional
debt service will negatively affect OHA’s creditworthiness as well as its ability to respond to the
growing needs among beneficiaries.
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Table 13. Debt Ca acit Assessment

As a % of Unrestricted Net
Assets

Outstanding Debt

Pension & OPEB Liabilities
Outstanding Debt, Pension &
OPEB Liabilities

As a % of Unrestricted Net
Assets & Commercial

Properties (book value)
Outstanding Debt

Pension & OPEB Liabilities

Outstanding Debt, Pension &
OPEB Liabilities

As a % of Public Land Trust

Revenue
Debt Service
Pension & OPEB

Non-Discretionary Costs

As a % of Public Land Trust

Expenses
Debt Service

Pension & OPEB

Non-Discretionary Costs

17.5%
57%
23 %

1.1%
7%

14.8°

5.1%
2.0%
7.2%

7.8%
3.1%

109%

Actual Financial Data (2014-2018)

The actual financia! figures are derived from the OHA Financial Statement for 2014-2018.

19.6%
5 8%
25 4%

12.0%
3.6%

15.5%

19.2%
11.9%
31.1%

10.7%
6.7%

17.4%

21.8%
6 8%
28 %

12.9%
40%

16.9%

25.2%
15.2%
40.4%

10.5°
6.4%

16.9%

19.4%
18.7%
38.1%

11.9%
11.5%

23.4%

7.9%
5.0%
12.9%

16.0%
10.1%

26 1%

17.1%
19.3%
36 4%

10.3%
11.7%

22.0%

8.8%
5.6%
14.4%

14.1%
8.9%

23.0%

16.2%
18.9%
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17.0%
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12.8% 11.6% 10.4%
19.3% 19.3% 19.3%
321% 30.9% 29.7%

7.8% 7.1%  6.3%
11.8% 11.8% 11.8%

19.6°% 18.9°% 18.2%

13.9°% 11.8% 11.2%
8.0% 8.1°% 8.2%
21.8° 19.9° 19.4%

16.4°% 14.0% 13.3%
9.4% 96% 9.7%

25.9% 23.5% 23.0%

Debt and debt service data is derived from Note L Change in long-term habiliie (Compensated absences and capital lease obligations

are excluded). The DHIIL outstanding debt balance 1 derived from the Governmental Funds

Balance Sheet Committed fund balance for

the Public Land Trust. The data for unrestricted net as ets and out tanding pen 1on and OPEB liabilities is derived from the

Statement of Net Position.

Projected Financial Data (2019-2025)

The projected financial data for the 2019-2025 time-frame 1 ba ed on various assumptions

The pension and OPEB liabilities and contributions are assumed to grow proportionately to the Unfunded Actuarial Accrued Liability
(UAAL) and Annual Required Contribution (ARC)as projected by the mo t recent actuarial valuation for the ERS and E TF
The Public Land Trust revenues and expenditures are bascd on the 5-year average for 2014-2018
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RECOMMENDATIONS

The following provides a summary of findings with respect to OHA’s debt profile and debt
capacity. The SWOT analysis forms the basis for (i) strategic considerations and (ii) specific
recommendations for OHA’s debt management procedures.

Strengths:

The ratio of current debt service to PLT expenditures is within acceptable limits (less than15%
is good).

Weakness:

Only 49% of outstanding debt is scheduled to be repaid within the next 10 years (less than 65%
is the benchmark).

The refinancing of the mortgage for Na Lama Kukui has reduced the recourse to 53% of the
property value. However, the refinancing has also increased the interest rate from 3.3 to 3.6%.
Payments of principal for the mortgage for Na Lama Kukui and lines of credit were delayed by
two years.

A line of credit is designed to provide short-term liquidity, and was not a suitable method to
finance capital improvement projects for Na Lama Kukui.

The mortgage for Na Lama Kukui includes a 1% prepayment privilege fee, which has increased
the costs for future refinancing.

The mortgage for Na Lama Kukui has a final payment that consists of 87% of principal duein
2023.

The DHHL obligation has substantially reduced OHA’s debt capacity.

Opportunities:

All current debt is held by Bank of Hawaii. Banking diversification could provide more
favorable financing terms and potential for increased deposit returns.

The implementation of debt management procedures could lead to better financing decisions.
Reimbursable G.O. Bond could potentially provide an affordable and effective means of
financing for OHA.

The development of formal cash management policies and procedures could lead to increased
deposit returns on excess cash.

Closer cooperation with the Budget & Finance department with respect to financing decisions
could potentially lead to more favorable terms on conventional financing agreements.

Threats:

Since OHA is a participating employer within the EUTF, its debt capacity could be impacted
by potential liability adjustments due to changing projections for future healthcare inflation.
Beneficiary advocacy expenses have gradually declined from 58% of total PLT expenses in
2008 to 47% in 2018.

It is unclear currently whether OHA’s financing agreements require formal approval from the
Hawai'i Finance Director and Attorney General (HRS Chapter 37D).
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(i) Strategic Considerations

The following provides strategic recommendations to be considered in discussions of debt
management procedures.

Cash Management Policy — The development of an organization-wide cash
management policy could potentially result in increased deposit returns and efficiencies
in the management of working capital.

Relationship with Budget & Finance — Fostering a formal relationship with the
Department of Budget & Finance could potentially result in more favorable financing
terms through either Reimbursable G.O. Bonds or collaborations on conventional
financing agreements with local and national banks.

Banking Diversification — Banking diversification, at both the state and national level,
could potentially result in more favorable financing terms as well as deposit returns
through a more formalized treasury function.

(ii) Recommendations for Debt Management Procedures

The following are specific recommendations for the development of OHA’s debt management
procedures.

1.
2.
3.

10.

11.

Distinguish between short-term (<3 years) and long-term debt (>3 years).

Establish a debt ceiling that limits debt service to less than 20% of total PLT expenses.
Restrict long-term debt to capital improvement projects only, and prohibit the use of debt
proceeds for operating or maintenance expenses.

Use the credit rating agency framework as the basis for the “Debt Affordability Study.”
Prohibit the issuance of conduit debt obligations and non-exchange financial guarantees
such as the DHHL financial obligation.

Avoid debt covenants that include features that prohibit or restrict future refunding or
refinancing opportunities.

Require that principal payments are made no later than five years from the date of the
debt issuance.

Restrict debt maturity schedules to the lesser of the expected useful life of the project
financed or 30 years.

Use debt amortization schedules that are structured with either fixed annual principal or
debt service payments.

Encourage diversification among banks as an effort to obtain more favorable financing
terms.

For revenue bonds, use the “State Debt Management Policy” as the policy and require
formal coordination with the State of Hawai‘i Director of Finance (HRS § 39-68)

Page 18
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I2. The current policy requires that debt only be taken against an asset for a “financial gain”.
Providing a working definition for “financial gain” in the procedures provides better
guidance and more flexibility with respect to projects that consist of predominantly
cultural gains as opposed to financial gains.

13. Require formal Board of Trustees approval of all decision-making on new debt as well as
the refinancing of existing debt.

14. Require that refinancing opportunities be reviewed on a regular basis.

(iii) Recommendations for Implementation

The following are some recommendations that could be considered as part of the
implementation of the proposed debt management procedures.

I. Obtain a legal opinion from Board Counsel and the Attorney General to determine
whether OHA is required to comply with the requirements of HRS Chapter 37D.

2. Since the DHHL debt service payments are properly classified as beneficiary advocacy
expenditures, consider reclassifying the DHHL grant to debt service for budgeting
purposes.

3. Create a formal nexus between the budget and the financial statements by classifying
budgeted expenses by fund type (General Fund, Public Land Trust, Federal Funds, Other)
and financial reporting division (Beneficiary Advocacy, Support Services, Board of
Trustees).

4. Create a cash management policy and treasury function to better manage OHA’s working
capital and potentially increase returns on cash deposits.

Page 19
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VIII. MAHALO

This research was conducted at the request from OHA Administration. The research would not have been
possible without the contributions, expertise, support and guidance from the following individuals:

¢ Rodney Lee; Executive VP, Spire Hawaii LLP

e Lucas Sayin; Partner, Spire Hawaii LLP

* Gill Berger; Chairman Board of Directors (retired), Pacific Rim Bank.
* Wes Machida; State of Hawaii Budget Director (retired)

e Kalbert Young; VP Finance, University of Hawaii

¢ Ray Matsuura; OHA Investment Manager
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Section 1

Introduction

This white paper summarizes the origins of OHA’s revenue bond authority and describes
the conditions necessary for an OHA revenue bond issuance. This white paper is a
research summary and should not be considered legal or financial advice.

Short summary

OHA has statutory revenue bond authority to finance its projects.
However, in order to consider revenue bonds as a financing option, OHA
must have enough reliable revenue streams to support the bond issuance,
as well as the fiscal, human and infrastructure resources necessary to
support the bond through its life. Until OHA can meet these conditions, it
should consider more conventional means of financing, provided debt
policy requirements can be met.

OHA'’s Revenue Bond Authority

The authority for OHA to issue revenue bonds' is statutory, and not
constitutional. This authority was granted by Act 283 of the 1994 State
Legislature and was codified as Part II of Hawaii Revised Statutes (“HRS")
chapter 10.

Act 283 defined OHA revenue bonds as “revenue bonds, interim
certificates, notes, debentures, or other evidence of indebtedness of the
board authorized by or issued under this part” and stated that the purpose
of granting OHA revenue bond authority was to “enable the office to
maximize the trust funds without eroding the trust corpus by providing
another alternative to leverage the trust funds.” 2

' Revenue bonds are a form of debt, secured by revenues of the issuing entity.
* It is noteworthy that prior to the passage of Act 283, OHA filed a lawsuit on January 14, 1994, against
the State based on the failure of the State to fully compensate OHA for its share of State revenues.

Andrade, Troy J.H., Changing Tides, A Political And Legal History of the Office of Hawaiian Affairs
(May 2016), page 100.
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previously committed funds from inclusion in the definition of “revenues
of the office.” Revenues are now defined in HRS §10-21 as:

"Revenues of the office" or "office's revenue" means all rates, rentals,
fees and charges, and user taxes, received by the office of Hawaiian
affairs, and all money and revenue derived from the operations of
the office, other than:

(1) General appropriations; and

(2) Funds, the terms of which preclude their being used for payment
of the costs of acquisition, purchase, construction, reconstruction,
improvement, betterment, extension, or maintenance of an office
project or the costs of a loan program or the payment of principal or
interest of revenue bonds.”

" Consideration of “loan programs” was added in 2013, by Act 171.
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Assessing debt capacity Balance sheet measures Cash fiow measures

e e

By using the ratios captured above, OHA, with its financial
specialists, can assess the amount of bonds it can realistically
manage. This can be achieved as long as the amount of cash at hand
from OHA can easily cover the interest expense, and ultimately
cover the principle repayments that are required. Bond lenders will
~ look at a combination of balance sheet measures and cash flow
measures when assessing OHA's total debt capacity of the bond.

Also affecting the amount of bonds that can be issued is HRS §39-61,
which requires that the undertaking or loan program financed by
revenue bonds must be self-sustaining:

“Rates, rentals, fees, and charges; undertaking and loan
programs to be self-sustaining. (a) The department issuing
revenue bonds pursuant to this part shall impose, prescribe,
and collect rates, rentals, fees, or charges. for the use and
services of, and the facilities and commodities furnished by,
the undertaking or for the use and services and benefits of the
loan program for which the revenue bonds are issued, and
shall from time to time whenever necessary, so that, together
with the proceeds of the user taxes derived with respect to the
undertaking pledged to the payment of those revenue bonds,
the undertaking or loan program shall be and always remain
self-sustaining. The rates, rentals, fees, or charges imposed
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interest of the bonds and any economic or other trends that may
impact revenues. The MSRB was established by Congress in 1975, to
protect municipal securities investors, municipal entities and the
public interest. In support of their mission to protect public interest,
MSRB provides educational resources to help inform potential
investors about municipal securities. Per MSRB “a credit rating is
the evaluation or assessment that a rating agency assigns to a bond
to indicate the likelihood that the issued will repay the bond.”®
Investment grade bonds are rated as BBB-/Baa3, and without an
obvious stream of revenue to repay the bond issuance, being rated
as an investment grade bond may prove difficult.

Unlike other government agencies with substantial tax or fee
revenues, OHA might not have enough reliable revenue sources to
support the kind of issuance it needs.°

2. Assess adequacy of infrastructure for bond issuance

Considerable resources and infrastructure are needed to support a
bond issuance. First, fiscal resources are required. OHA must pledge
adequate funds for the punctual payment of revenue bonds and
interest (from the revenue of the office project or projects or loan
program or programs for which the bonds have been issued, or the
revenues of the office, or both), and for reasonable reserves to back
these payments.”! In addition, OHA, as an issuer, will also incur
other issuance expenses, which vary according to the nature, size
and complexity of the financing. These include underwriting costs
and insurance. Issuance costs must be paid for by OHA under HRS
§10-22, which provides that “OHA must advance such moneys of the
office, not otherwise required, as are necessary to pay the expenses
incurred in making the preparations for the initial issuance of
revenue bonds under this part.”

* http://wwiv.msrb.org/~/media/Files/Education/Credit-Rating-Basics-for-Municipal-Bond-
Investors.ashx??

10 The PLT revenues are now capped at $15,100,000, and are not immuine to future (downward or
upward) adjustment by the State Legislature.

I HRS §10-22.
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e Rigorous due diligence analysis, including assessing the
sufficiency of revenues dedicated to debt service,
consideration of the operating cost of capital assets and the
impact on OHA's ability to provide future services

* Debt Affordability Study (if one has not been done in the last
two years)

* Financial and credit impact of new debt

HRS §10-36 requires OHA comply with the State constitutional
requirements for bonds in Article VII, sections §§12 and 13,
therefore, these requirements will prevail over any contradictory
language in HRS chapter 10. Also, as a State agency, OHA is required
to follow the requirements applicable to State agencies, unless
specifically exempted.

OHA must submit the BOT resolution to the State legislature for
approval to issue the bonds. It is significant to note that by Act 146,
2009 SLH, the State legislature amended HRS §10-4(6) to remove the
language that stated the principal amounts of OHA'’s revenue bonds
needed to be “authorized from time to time by law.” The reason for
this removal was that OHA’s authority to issue revenue bonds
would be strengthened, because the BOT could “[i]ssue revenue
bonds without legislative authorization and approval..”'> However,
the same legislature inexplicably added back the requirement for
legislative approval in an amendment to HRS §10-22(2), by inserting
the requirement that revenue bonds issued under HRS chapter 10
needed to be in such principal amounts “as may be authorized by
the legislature from time to time.” There is no written legislative
history that appears to directly address this discrepancy.

If other State agencies issue bonds for capital improvements, they
must receive capital appropriation authorization. In OHA's case,
there is no requirement in HRS §10-22(2) that the cost of the “office
project” funded by the revenue bond must be “as authorized by
law.”?®  To be certain about the applicability of the capital

' Conference Committee Rep. No. 161 on H.B. No. 899, H.D. 1, 5.D. 1, C.D. 1 (2009)
' The requirement for legislative approval was in H.B. No. 899, but was removed from H.B. No. 899
(2009). See, Conference Committee Rep. No. 161 on H.B. No. 899, H.D.1,5.D.1, C.D. 1 (2009).
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Section 3

Other Bond Options
HRS §10-31 states, in part, that:

...the revenues of the office project or the loan program, and the
revenues of the office shall produce revenue at least sufficient to:

* * * *

(3) Reimburse the general fund of the State for any bond
requirements on general obligation bonds issued for an office project

or projects or for a loan program or programs to the extent required
by law;

This language implies that OHA can request that the State issue general
obligation bonds for its projects or loan programs. General obligation
bonds of the State must be authorized pursuant to the State Constitution by
a majority vote of the members to which each house of the Legislature is
entitled. The Legislature enacts laws specifying the amount of such bonds

that may be issued and defining the purposes for which the bonds are to be
issued.
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Office of Hawaiian Affairs
560 N Nimitz Hwy. Ste. 200
Honolulu, HI 96817

APPENDIX H

AMENDMENT:
MEANS OF FINANCING:
‘AE A‘OLE KANALUA
2 kanalua’
TRUSTEE (YES) (NO) | (lenalas | EXCUSED
LEI AHU ISA X
KALEI AKAKA X
KELI ‘I AKINA X
BRENDON LEE X
HULU LINDSEY X
ROBERT LINDSEY X
COLETTE MACHADO X
JOHN WAIHE'E X
CHAIR DAN AHUNA X
TOTAL VOTE COUNT | 9
MOTION: [ X ]UNANIMOUS [ ]PASSED [ ]DEFERRED [ ]FAILED
DISCUSSION:
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PHONE (808) 594-1888
Committee on Resource Management

Trustee John Waihe‘e IV, A¢-Large - Chair
Trustee Luana Alapa, Moloka‘i / Lana‘i - Vice Chair
Members

Trustee Leina‘ala Ahu Isa, At-Large - .
Trustee Dan Ahuna, Kaua'i / Ni‘ihau STATE OF HAWAT'l

Trustee Kaleihikina Akaka, O‘ahu OFFICE OF HAWAIIAN AFFAIRS

Trustee Keli‘i Akina, At-Large
Trustee Brendon Kalei‘@ina Lee, At-Large
Trustee Carmen Hulu Lindsey, Maui

Trustee Keola Lindsey, Hawai‘i Island MEETING OF THE
COMMITTEE ON RESOURCE MANAGEMENT (RM)

DATE: Tuesday, May 25, 2021

TIME: 1:30 p.m.

PLACE: Virtual Meeting

Viewable at www.oha.org/livestream OR
Listen by phone: (213) 338-8477,
Webinar ID: 941 3011 4084

FAX (808) 594-1865

Due to the threat of COVID-19, Governor Ige issued the recent Emergency Nineteenth
Supplementary Proclamation dated April 9, 2021 that suspends parts of Hawai‘i Revised Statutes
Chapter 92, Public Agency Meetings and Records to, among other things, enable boards to conduct
business without any board members or members of the public physically present at the same
location.

The OHA Board of Trustees and its Standing Committees will hold virtual meetings until further
notice. The virtual meetings can be viewed and observed via livestream on OHA’s website at
www.oha.org/livestream or listen by phone: (213) 338-8477, Webinar ID: 941 3011 4084

AGENDA
I. Call to Order

II.  Public Testimony on Items Listed on the Agenda*

(Please see page 2 on how to submit written testimony or provide oral testimony online.
Oral testimony by telephone/landline will not be accepted)

III.  Approval of Minutes
A. April 20,2021
B. May 11, 2021
IV. Unfinished Business — None
V. New Business

A. ACTION ITEM RM #21-06: Approval of FY21 Budget Realignment #3 —
Core (Personnel and Non-Personnel) and Non-Core Budgetst

B. Workshop:  T-Trustee Level Draft Policies related to Endowment Strategy:
Endowment Investment Policy, Spending Policy, Debt Policy; and
C-CEO Level Draft Policies related to Treasury Management

C. Workshop: Preliminary OHA Biennium Budget for the Fiscal Biennium Periods
2021-2022 (FY22) and 2022-2023 (FY23) — pre beneficiary sharing

VI. Announcements
VII. Adjournment
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OFFICE OF HAWAIIAN AFFAIRS

Interoffice Memorandum

Date: May 21, 2021
To:
Ke Kauhuhu Carmen Hulu Lindsey Ke Kua Luana Alapa
Ke Kua Leina‘ala Ahu Isa Ke Kua Brendon Kalei aina Lee
Ke Kua Dan Ahuna Ke Kua Keola Lindsey
Ke Kua Kaleihikina Akaka Ke Kua John Waihe‘e IV
Ke Kua Keli‘i Akina
From: Sylvia M. Hussey, Ed.D., Ka Pouhana, Chief Executive Ofﬁceré
cc: Casey K. Brown, Ka Pou Nui, Chief Operating Officer

Ramona G. Hinck, Ka Pou Kihi Kanaloa Wai, Chief Financial Officer

Subject: Workshop: Preliminary OHA Biennium Budget for the Fiscal Biennium Periods
2021-2022 (FY22) and 2022-2023 (FY23) — pre beneficiary sharing

Attachment: Presentation Deck

The purpose of this memo is to transmit the draft FB22-23 presentation deck in preparation for
sharing the biennium budget information with the beneficiaries for feedback in accordance with
Chapter 10-14.5—see excerpt below:

[§ 10-14.5.] Budget preparation and submission; auditing.

(a) The budget, six-year program and financial plan, and the variance report of the office of
Hawaiian affairs shall be submitted by the board to the legislature and to each member thereof in
accordance with the budget submission schedule specified for the governor in chapter 37 and shall
contain the program information specified in that chapter that is applicable to the office of Hawaiian
affairs. Not less than twenty days prior to the convening of each regular session of the legislature,
the office of Hawaiian affairs shall submit to the legislature an accounting of the expenditures made
in the prior fiscal year, by account code and budget program. By November 1 of each year
preceding a legislative session in which a budget is to be submitted, the board shall provide written
notification to the governor of the proposed total expenditures, by cost categories and sources of
funding, and estimated revenues of the office of Hawaiian affairs for each fiscal year of the next
fiscal biennium.

(b) The board shall provide opportunities for beneficiaries in every county to participate in the
preparation of each biennial and supplemental budget of the office of Hawaiian affairs. These
opportunities shall include an accounting by trustees of the funds expended and of the effectiveness
of programs undertaken.

(c) The office shall be subject to governmental audit.

HISTORY: L 1990, ¢ 221, ptof § 2
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Exec Ut|Ve SU mmd ry DRAFT FOR BOARD WORKSHOP PURPOSES
Two thousand twenty (2020) saw the adoption of the Office of Hawaiian Affairs’ (OHA) new Strategic

Plan, entitled Mana i Mauli Ola (Strength to Wellbeing). This plan includes three foundations: ‘Ohana
(family), Mo‘omeheu (culture), and ‘Aina (land and water). OHA recognizes these foundations have
the power to affect the wellbeing of Native Hawaiians. Therefore, they are woven into OHA’s plans to
affect change in the areas of education, health, housing, and economics. Over the next 15 years, OHA M ana i
will be implementing strategies, aligned with our foundations and directions to achieve our

envisioned outcomes for a thriving and abundant lahui. M auli Ola

The Fiscal Years 2022-2023 biennium core budget is the financial expression of OHA’s plans to OHA’s 15-YEAR STRATEGIC PLAN
implement this Strategic Plan and includes aligned spending priorities and contributing funding
sources. The spending priorities for this biennium are to Increase Grants & Beneficiary Services to
support Native Hawaiians, ‘ohana and communities within Hawai‘i’s current systems; and to
Streamline & Re-Focus Personnel and Contracts to advance the work needed to transform Hawai‘i
current systems. Therefore, annual grant budget is increased to $15.1 million, which now represents
the largest share of OHA’s core operating budget and is equal to OHA’s current funding from the
Public Land Trust Revenues.

OHA’s funding sources dedicate the financial resources available to implement Mana | Mauli Ola, and annually include: 5% of the Native Hawaiian Trust Fund
investment portfolio; a fixed $15.1 million of Public Land Trust revenues; appropriations of State of Hawai‘i general fund decreased to $2.25 million; and
Kaka‘ako Makai's resource allocation estimated at $1.4 million. As OHA is able to increase these sources, so to will the services to Native Hawaiian
beneficiaries be able to be expanded.
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Purpose

The purpose of this document is to
explain more about the Office of
Hawaiian Affairs (OHA) and its proposed
budget for the next two years. OHA
acknowledges its accountability to
beneficiaries and communities,
therefore, provides this explanation of
the preliminary biennium budget for
Fiscal Year (FY) 2022 and 2023. This
descriptionis part of OHA’s community
input phase and will allow greater
accessibility, transparency and detailed
level of information to beneficiaries.

Comments and questions are important
and OHA welcomes them. This feedback
will serve as an assessment of the
preliminary budget and may inform
revisions prior to Board action.

Please send your questions and
comments to ohabudget@oha.org or

visit www.oha.org for more information.

DRAFT FOR BOARD WORKSHOP PURPOSES

The Office of Hawaiian Affairs

OHA grew out of organized efforts in the
1970s to right past wrongs suffered by
Native Hawaiians for over 100 years.
Hawaiian’s newfound activism brought
their plight to the consciousness of the
general public, leading grassroots leaders
to propose that income from land taken
from the illegal overthrow of the
Hawaiian Kingdom be used to benefit
Hawaiians. After voters of all
backgrounds agreed, OHA was borniin
1978.

Nu‘ukia (Vision)
Ho‘oulu Lahui Aloha - To Raise a Beloved
Lahui

He ‘0lelo makia ‘o “Ho‘oulu Lahui” na ke
Ali‘i Nui Kalakaua; a he kia ho‘omana‘o ‘o
“Aloha” no ko ke Ali‘i Nui Lili‘'uokalani
‘ano ki a mau.

“Ho‘oulu Lahui” was King Kalakaua’s
motto. Aloha expresses the high values of
Queen Lili‘'uokalani.

Ala Nu‘ukia (Mission)

E ho‘omalu i ko Hawai‘i kanaka me ona
mau waiwai honuaa pau— pau pu né me
ko ke Ke‘ena mau waiwailewa me na
waiwai pa‘a iho no — e 0 aku ai ka nohona
mo‘omeheu, e ‘oi aku ai ka nohona ki i
kawa, a e malu iho ai ka nohonawelo
ho‘oilina ma ka mea e ho‘olaupa‘i mau
a‘e ai he lahui lamalama i ‘ike ‘ia kona
kanaka mai ‘0 a ‘0 o ka poepoe honua nei
he kanaka ehuehu, he kanaka
ho‘ohuliamahi, he kanaka Hawai‘i.

To malama Hawai‘i’s people and
environmental resources, and OHA’s
assets, toward ensuring the perpetuation
of the culture, the enhancement of
lifestyle and the protection of
entitlements of Native Hawaiians, while
enabling the building of a strong and
healthy Hawaiian people and Iahui,
recognized nationally and
internationally.

Mana i

Mauli Ola
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Governance Structure

The Office of Hawaiian Affairs is a public
agency with a high degree of autonomy,
responsible for improving the well-being
of Native Hawaiians. OHA is governed by
a Board of Trustees (BOT) made up of
nine (9) members who are elected
statewide to serve four-year terms,
setting policy for the agency. The agency
is administered by a Chief Executive
Officer (Ka Pouhana) whois appointed by
the BOT to oversee operations, including
staffing.

Board of Trustees

Four of the nine positions on the Board
are designated as at-large seats
representing the state as whole, while
the five other trustees represent each of
the following districts: Hawai‘i Island,
Maui, Moloka‘iand Lana‘i, O‘ahu, and
Kaua‘iand Ni‘ihau. While there are
residency requirements for candidates
seeking the district seats, all voters,
statewide are permitted to votein each
of the OHA races.

The BOT is FRAZpEASTHEBPERENY BRAYIRE PURPQSES

and managing the strategies of the agency’s
trust. Prior to COVID-19 restrictions, the Board
met regularly at the agency’s headquarters in
Honolulu, and at least once annually on each
of the majorislands. Board meetings are
currently held virtually and proceedings live
streamed.

Each of the trustees sits on the Board’s two
standing committees: Resource Management
(RM) and Beneficiary Advocacy and
Empowerment (BAE).

The RM Committee handles all fiscal and
budgetary matters and ensures proper
management, planning, evaluation,
investment and use of OHA's trust funds,
including policies, related to land use, native
rights and natural and cultural resources.

The BAE Committee focuses on the agency’s
legislative and advocacy efforts, that
encourage Hawaiians to participate in
governance; as well as programs that address
issues relating to beneficiary health, human
services, economic stability, education,
housing, environment and natural resources.

The RM and BAE Committees convene
regularly and approve actions and
recommendations that are forwarded to
the full Board for consideration and final
approval.

In April 2019, the BOT approved a new
Board Governance Framework to better
align the establishment of policies and
related decision making. The new Board
Governance Framework articulates OHA's
dual identity as an organization serving
the Lahui balanced with its legal
mandates as a state agency, its fiduciary
duties as a trust, and its operating values,
policies and practices.

Lahui

Constitution, Chapter 10

By-Laws
Policies

Supporting Documents,
Practices

Board Governance Framework

Mana i

Mauli Ola




Operating Structure

OHAis in the midst of reducing and realigning
its number of full-time organization wide
positions (from 179 to 153) to better align the
organization to the implementation of its new
Mana i Mauli Ola Strategic Plan. The
reorganization considered several design
elements including increasing beneficiary and
community centric operations, and public
policy orientation and focus.

Executive Leadership Team

Five executives make up the administration
leadership at the Office of Hawaiian

Affairs. OHA’s Executive Leadership Team
provides the authority needed to guide the
implementation of the strategic direction of
the organization. This team is led by a Chief
Executive Officer (CEO), who is appointed by
the Board of Trustees. The CEO selects all of
the other members of the executive team,
which include the Chief Operating Officer
(COO0), the Chief Financial Officer (CFO), Chief
Legal Officer (CLO) and the Human Resources
Director.

DRAFT FOR BOARD WORKSHOP PURPOSES
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Ka 'Aha

The Executive Leadership Team is supported by the Ka ’Aha Team comprised of eight
directors, seven of whom report to the COO and the Communications Director reports to the
CEO. Together, OHA leadership all work as a team to bring the right combination of skills and
experience to implement policies, perform various functions of operations, and help the
organization achieve its goals.

OHA’s Administration consists of four divisions or Paia, including Advocacy, Community
Engagement, Research, and Land Assets, and three offices, including Strategy Management,
Technology, Operations. The work of these units are supported by various programs
throughout the agency. The following chart is the organization of the Office of Hawaiian
Affairs effective 7/1/2021.

Communications
Director

Strategy Management Human
Advocacy Director |l

Director Resource Director

Community Technology

Engagement Director Director

| Operations

Research Director |
Director

Land Director




Functional Structure

Functional Org Chart
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For the purposes of OHA's structure, the terms “function” and “functional" are used both as a noun and a verb to

describe purposes, operations, parts that contribute to the whole.

Board
Resource Beneficiary Advocacy &
Management Empowerment

Internal Audit

Constitution, Chapter 10 |

By-Laws
Policies

~
Supporting Documents,
Practices

Board Governance Framework

Vision, Mission, Mandate, Chapter 10, Strategic Plan,
Policy

CEO
Beneficiary Services

INFRASTRUCTURE

Mana i

Mauli Ola

Legend

Mission & Mandate Chapter
10

Infrastructure

Compliance & Audit

A

Front of House

Advocacy

Community

' Engagement
Commercial
Property

coo

A

Back of the House

Strategy Management

A
Technology

y /N

Finance &
Treasury

Procurement

Grants

General Counsel

Corp Counsel

Human Resources

Risk Management

Records
Management

Policy, Compliance &

Contract
Management
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Direction: Educational Pathways

STRATEGY 1: Support development and use of educational resources for all Hawaiian
lifelong learners in schools, communities and ‘ohana.

STRATEGY 2: Support education through Hawaiian language medium and focused
Charter Schools.

OHA’s Strategic Plan “Manai Mauli Ola” .

three foundations: ‘Ohana (family),

Mo‘omeheu (culture), and ‘Aina (land and Direction: Health Outcomes

water). OHA recognizes these STRATEGY 3: Advance policies, programs, and practices that strengthen Hawaiian
founda.tlons havg the powerto affectthe wellbeing, including physical, spiritual, mental and emotional health.

wellbeing of Native Hawaiians. Therefore, STRATEGY 4: Advance policies, programs and practices that strengthen the health of
change in the areas of education, health, ‘ . . .

housing, and economics. These four . Direction: Quality Housing

STRATEGY 5: Advance policies, programs and practices that strengthen Hawaiian
resource management knowledge and skills to meet the housing needs of their

Mana i Mauli Ola: OHA’s 15-Year SirartegredNarwbrxs0 2Gred35
(Strength to Wellbeing) includes

they are woven into OHA’s plans to affect the ‘Gina and mo‘omeheu.

directions will be used to guide OHA’s

work to better the conditions of Native

Hawaiians. ‘ohana.
STRATEGY 6: Supportimplementation of the Hawaiian Homes Commission Act and

Over the next 15 years, OHA will be other efforts to meet the hobu,ijng needs of ‘ohana.

. . . Direction: Economic Stability

implementing eight (8) external O , , ,

. ) . . STRATEGY 7: Advance policies, programs and practices that strengthen ‘ohana’a
strategies, aligned with our foundations - i : .
o . . ability to pursue multiple pathways toward economic stability.

and directions to achieve our envisioned ) _ i . .

STRATEGY 8: Cultivate economic development in and for Hawaiian communities.

outcomes for a thriving and abundant
lahui. These strategies include:

‘Ohana Mo‘omeheu ‘Aina
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The development of OHA’s biennium budget begins with the strategic plan. The budget is a financial expression of the activities the OHA intends to
undertake in a given period. These activities are guided by the Strategic Plan and reflect tactical and operational implementation plans and activities. The
budget constructions starts with all the funding sources available, i.e., a percentage of OHA's Investment Portfolio, PublicLand Trust allotment, General
Funds appropriations, and Commercial Property revenue. These funding sources create the ceiling for budget expenditures. Recurring expenses, which
account for normal on-going operations, are accounted for first. Any remaining identifed funds at this stage are considered, managed and deployed by the
Office of Strategy Management aligned to the OHA's Strategic Plan, and related tactical and operational plans and activities.

Mana i

In alignment with Board approved strategies, Administration determines where resources are optimally deployed to achieve strategic and tactical
outcomes. We are determined to strengthening our lahui through these plans. Biennial 2022 and 2023 will be the firstfiscal period to lay the foundation to
implement the Strategic Plan. We are seeking community input on this development. This step will help to inform Administration of observations and
mana'o prior to the submission of the final biennium budget to the Board of Trustees for action in June 2021.

Please send questions and comments to ohabudget@oha.org or visit www.oha.org for more information.

Administration Board of

Spending Limit Budget LR EES
Development Decision-Making
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Funding

As part of the budget construction process,
the Executive Leadership Team balances the
budget based upon the following priorities
and constraints.

Spending Priorities

For this biennium period, OHA identified two
primary spending priorities needed to
implement the new Strategic Plan, Mana |
Mauli Ola. These priorities include:

1. Increasing OHA Grants & Beneficiary
Services to support Native Hawaiians,
‘ohana and communities within
Hawai‘i’s current systems.

2. Streamlining & Re-Focusing Personnel
and Contracts to advance the work
needed to transform Hawai‘i current
systems.

Each direction within Mana | Mauli Ola
contains two distinct Strategies. The first
Strategy in each direction outlines OHA's
work to improve Native Hawaiian conditions
through supporting individuals and ‘ohana
level change.

DRAFT FOR BOARD WORKSHOP PURPOSES

The second Strategy within each direction m?ll]t.]:ﬁ :
outlines OHA work to change the systems that .

create or contribute to unequitable or unjust CO mmun Ity S

conditions for Native Hawaiians. Therefore, To Support Beneficiariesand Communities

this budget proposes a balance between
individual supportand system change. To
create this balance, the annual grant budget is
increased to $15.1 million, representing 57%
increase from the FB20-21 preliminary budget
annual amounts and equal to 100% the Public
Land Trust Fund revenue. Grantfunds are
allocated to traditional grant programs and
used to support the Department of Hawaiian
Home Lands. This change moves the grant
allocations to become the largest share of
OHA'’s core operating budget.

Correspondingly, personnel and contract costs
are streamlined and re-focused to provide the
greatestimpact to our current systems. This
work includes research to identify systemic
disparities and barriers to Native Hawaiian
equality and justice; advocacy to implement
policy change and protect Native Hawaiian
rights and land; and convening community

groups to amplify Native Hawaiian voice in all @ Personnel & Contracts

public spheres. To Transform Systems




Funding
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Key Constraints

Mana i

Mauli Ola

Once spending priorities are identified, constraints on funding sources and spending decisions are considered. Constraints include both
restrictions on the funds that OHA receives, as well as previous commitments the agency has made to further the mandate and mission.
Therefore, constraints need not be viewed as negative, but rather a part of the process to determine the additional budgetary decisions that

must be made.

First, in 2006, the state set the

native Hawaiians’ proratashare

of Public Land Trust revenues at
$15.1m annually. This amountis
outdated and represents about half
of what native Hawaiians should be
receiving, thereby significantly
restricting OHA’s budget.

Second, OHA adheres to a
Spending Policy, that is calculated at
5% of a rolling 20 quarter average of
the Native Hawaiian Trust Fund.

[fj
oy
2° @
A

Third, the budget accounts for the

actual calculated fringe benefit rate of
52%. This adds a significant amount
to Payroll. Every $1 of salary requires
$0.52 of fringe benefits. The
approved rate from the state was
63.28% which was lowered t0 50.98%
then increased to 52.83% dueto
COVID.

Fou rth, OHA honors large

standing commitments, including
grant proviso from the state
general fund appropriations with
matching funds from OHA; DHHL
debt servicing agreement, and
pledging dollar-for-dollar of the
$15.1mfromthe PLT revenue to
grants.

LN

I"'

Posiays
£ e\
ey l(l \
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I & )

HaAwAIAN HOME LANDS
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OHA operation consists of “core” and
“non-core” budgets. Items in the non-core
operating budget have their own
designated funding sources, these include
revenues from commercial leasing
activities and federal grants received.
OHA’s core operating budget is dependent
upon four sources of funding including:

Mana i

FY22:$36.7M
FY23:537.3M

1. A percentage of the investment
portfolio (Native Hawaiian Trust
Fund);

2. Public Land Trust (PLT) allotments;

3. Appropriations of State of Hawai‘i
general fund; and

4. Kaka‘ako Makaiallocated resources.

FY 22/23 Investment

$74.0M =

These sources are projected to generate
approximately $74.0 million in FY22 and
FY23.

Budget data presented are preliminaryand subjectto change
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1. Investment Portfolio

The largest source of funding is OHA’s
ability to spend 5% of its investment
portfolio, pursuantto its Spending Policy,
which allows for a maximum 5%
allocation of funding based upon a 20-
quarter rolling average market value.

Mana i

FY22:$36.7M
FY23:$37.3M

For FY22, the 5% spending amounts to
approximately $18.0 million. For FY23,
the computed 5% spending increased
slightly to $18.6 million for a total of
$36.6 million over the two-year period or FY 22/23

49% of OHA's total core operating S74 OM

budget.

Investment
49%

Budget data presented are preliminaryand subjectto change
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2. Public Land Trust Revenues

The Public Land Trust (PLT) is a subset of .
state lands which is held in trust for the FY22 $367M
FY23:$37.3M

Mana i

betterment of the conditions of native
Hawaiians, and the general public. PLT
lands are comprised of former Crown and
Government lands of the Hawaiian
Kingdom. Hawai‘i’s constitution
establishes OHA in part to receive and
administer native Hawaiians’ prorata
share of revenues derived from the PLT.
The pro ratashareis generally
understood to be 20% of the revenues
from PLT lands. How this 20% should be
calculated is a matter of longstanding
debate between OHA and the State. In
2006, the State of Hawai‘i agreed to pay
OHA a fixed $15.1 million per year as a
temporary approximation of the PLT
share. At41% of OHA core operating
budget, this is the second largest source
of funding.

FY 22/23

$74.0M

Budget data presented are preliminaryand subjectto change



Funding

3. State of Hawai‘i General Funds

The third source of funding is provided
through the State of Hawai‘i General
Funds. OHA fulfills its fiduciary
responsibilities to beneficiaries by
advocating at the state legislature each
year for general fund appropriations.

In the past OHA has received $3 million in
general fund appropriations annually.
During the 2021 legislative session, OHA
restrained from requesting any increases,
but continued advocacy efforts to
maintain the previous $3 million.

For FY22 and FY23, OHA received an
annual funding of approximately $2.25
million; for a total of $4.5 million over the
two years, constituting 6% of OHA’s core
operating budget.

DRAFT FOR BOARD WORKSHOP PURPOSES

General
Funds
6%

FY 22/23

$74.0M

Budget data presented are preliminaryandsubjecttochange
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FY22:$36.7M
FY23:$37.3M
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4. Kaka’ako Makai Revenues

The third source of funding, albeit a small .
percentage of OHA’s total core operating Kaka'ako FY22: S367M
budget, reflects a commitment by OHA’s 4% FY23 $37 3 M

Board of Trustees to ensure maximum
funding for stewardship of legacy lands.

In 2012, OHA officially took title of 30 acres
of prime real estate in Kaka‘ako Makaias a
settlement amount from the State of
Hawaii. Annually, these parcels are expected
to generate more than $4.4 million in

net income to OHA over the biennium (prior FY 22/23
to any substantive development activity). 574 O M
The estimated amountis approximately $1.4 )
milllion in FY22 and $1.4 million in FY23, for

a total of $2.7 million. Beginning in FY22, by

policy, 60% of Kaka‘ako Makai’s net income,

or approximately $1.4 million will be

transferred to OHA's core budget for the

Legacy Land Program.

Budget data presented are preliminaryandsubjecttochange
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e | Other Mauli Ola
ederal programs

Programs 4o,

OHA’s total operating budget consists of

7%
core and non-core budgetitems. The Non-Core / .
core operating budget is the focus of this FY22: S49 1M
document, as the non-core operating BUdget FY23 $469M
budget items are those that have their 23%

own designated funding.

This designated funding includes

Commercial
separate revenue sources, such as .
commercial properties and other Properties
programs, which is primarily made up of 15%

federal grants received. FY 22/23

$95.9M

OHA’s legacy land program expenses,
with the expectation of $1.6 million in
contracts, are not reflected in the core
operating budget, as they are covered by
a portion of commercial property net
income.

Budget data presented are preliminaryandsubjecttochange
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As shown in the figure below, the core The non-core budget has fluctuated over ~ Moving forward, OHA projects another decrease
operating budget has remained fairly time, increasing from $5.6 million in in the non-core budget to approximately $12.3
consistent, ranging between $35-37 2012, to $14.8 million in 2016, primarily million in 2022 and $9.6 million in 2023. Again,
million. With the increasein inflation due to increased revenues and expenses  commercial properties and other program
from 2012 to 2021, the operating in our commercial properties and federal  budgets are based on their own revenues and
budgets have absorbed the increasing funds. Since 2016, these amounts thus self-sustaining and does not reflect any
costs withouta correspondingincreasein droppedin 2017 and then steadily commercial development activities .
an overallamount. increased until they reached $16.7
million in 2021.
w» 940 -
= 30 -
5 =&— Core Budget
$25 - Non-Core Budget
$20 -
$15
$10 -
$5 -
$- [ I I

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Budget data presented are preliminaryand subjectto change



Core Operating Budget

OHA allocates 41% of its core operating
budget to its grants program, 35% to
personnel, 10% to contracts, and 8% to
overhead costs. The smaller categories
include 2% for programs, 2% for
equipment, 1% for debt service, and 1%
for travel costs.

The next few slides will provide a more
detailed breakdown of each category,
with the exception of travel and debt
service. Debt service represents principal
and interest payment on a mortgage loan
and lines of credit. Payments of $553K
for FY22, and S532K for FY23, for a
combined total of approximately $1.1
million over the two-year period.
Although, travel was dramatically
curtailed in 2020, OHA estimates some
need to resumetravelin FY22 and FY23
in order to conduct regular business
operations. Travel cost are estimated to
total S447K annually in FY22 and FY23.
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ServiceTravel
Equipment 1% 1%
2% \

Program

FY22:$36.7M
2%

FY23:$37.3M

Overhead
8%

Contracts

10% Grants
(0]

41%

FY 22/23

$74.0M

Personnel
35%

Budget data presented are preliminaryandsubjecttochange



Grants

OHA allocates $30.3 million over the
biennium budget to various grant
programs, which constitutes 41% of the
core operating budget. Of this budget: 40%
is allocated for grants alligned with
implementing the new Mama i Mauli Ola
Strategic Plan Framework. Fundingis also
allocated to long-term commitments to
DHHL revenue bond debt service for
housing infrastructure (20%).

20% is committed to supporting Hawaiian
Focused Charter Schools (HFCS), 11% is
allotted for an Emergency Assistance
Program (EPA) so beneficiaries may address
unexpected crises, and 7% is allotted for
Higher Education Scholarships. 2% is
allocated to the Kulia grants, which are
awarded to innovative projects with a
broader focus on bettering conditions of
Native Hawaiians. OHA also allocates 1% of
grant funding to ‘Ahahui Events grants and
1% to Community Sponsorships.
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‘Ahahui
Kulia 1%

2

Community
Sponsorships
1%

FY22:$15.2M
FY23:$15.1M

Community
Grants
40%

FY 22/23

$30.3M

DHHL
pA

Budget data presented are preliminaryandsubjecttochange



Personnel

OHA allocates approximately $13 million a
year of the biennium budget in support of
144 (out of 153 total) employees under the
core budget; constituting 35% of the core
operating budget, including the 52% fringe
benefit rate. This core budget does not
include 9 non-core employees whose
positions are either funded by commercial
properties or federal grants. OHA’s 144 full-
time employees from core budget
represents a decrease from FY20/21 budget,
as a result of OHA’s reorganization
activities.

Sixty-five percent (65%) of the personnel
costis employee salaries, while a full 34% of
personnel cost goes to fringe benefits,
based on the actual benefit load rate of
FY21.Small portions are allotted to fund
vacation payouts, the Student Internship
Program, and reserves for overtime

and other costs.

DRAFT FOR BOARD WORKSHOP PURPOSES

lnternShip Mana i
Pro ram hauli Ola
\ Vacation Oi(y
. (0]
Payout Reserves

0.2% FY22:$13.1M
FY23:$13.5M

FY 22/23

$26.6M

Salaries
65%

Budget data presented are preliminaryandsubjecttochange
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Of OHA’s 144 employees: 49 are within the Executive Office (34%), which includes

new support staff to ensure high quality operations within the agency; 29 are within
the Board of Trustees Office (20%); 27 are within Financial Assets (19%); 13 are within
Advocacy (9%); 12 are within Community Engagement (8%); 9 are within Research
(6%); and 5 are within Land Assets (3%).

Mana i

Of OHA’s 144 employees under the core
budget, 109 are staff members (76% of
employees); 13 are managers (9%); 13
are executives (9%); and 9 are Trustees
(6%). The figure below representan
average ratio of approximately 1 Land

manager for every 8 staff. Asset
Researeh 3%

6%

Commu
Enga

Trustees: 9

(6%) Executive

Offices

34%
Advocacy °

9% Full-Time Employees
144
The core budgetalso
Financial supports the nine (9)
Assets Trustees and related Board
19% support staff for a total of
29 positions and are not
Trustees impacted by

20% reorganization activities.

Managers: 13

(9%)

Board of

Staff: 109
(76%)

Budget data presented are preliminaryand subjectto change
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Of the $17.3 million allotted for

personnel salaries; 68% is allocated to FY22: S85 M
technical staff member personnel costs;
FY23:$8.8M

15% to executive personnel costs; 11% to
manager personnel costs; and 6% to
Trustee personnel costs.

Mana i

Mauli Ola

Trustees
6%

Executives FY 22/23

15% $17.3M

22

Budget data presented are preliminaryandsubjecttochange
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R r
Contracts constitute 10% of OHA’s core esource
operating budget and is comprised of all Management FY22: SZSM

costs used to implement the Strategic 4%
Plan and serve beneficiaries through Trustees / FY23: S24|V|

contracted work. xecutive
6%

Mauli Ola

42% of the Contracts budget is allocated
a legal services contract, of which 72%
provides legal services directly to the

beneficiaries. Funds dedicated to Legal
implem.enting addit?onal aspects of the Legal Beneficia ry
Strategic Plan constitute 18% of the ’ Servi
Contracts budget through the Strategy Services FY 22/23 ervices
Management Office. 9% 42%

S4.9M

13% of the Contract budget is used for
consultation, 9% for OHA's Legal Services,

8% for Trustee contracts, and an Consulting

additional 6% for Trustee and Executive 13%

contracts. 4% of the Contract budget is

allocated for Resource Management Strategy
contracts. Management

Office
18%

Budget data presented are preliminaryandsubjecttochange
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Settlements Parking

OHA allocates approximately $3 million . SUpFO)heS 1% 0.6%
annually to Overhead or 8% of the core Equipment 3% FY22: S3OM
FY23:S3.1M

biennium budget. Of these amounts, Rental
office leases account for 63%, which 3%
support 6 offices across the State of
Hawai’i, and 1 officein

Washington. Utilities for these offices
make up another 18% and include
electricity, telephone / internet services, 13%
and water.

Insurance

Thirteen percent (13%) is insurance

premiums for liability insuran_ce, workers FY 22/23

compensation, board and officers

insurance, and other related coverages. Utilities $6 . 1 M Rental of
Additionally, 3% is allocated to rent office o st
equipment and the remaining 5% to 18% Land &
postage, office and other supplies, legal BuiIding
settlements and parking validations for 63%

stakeholders and beneficiaries.

Budget data presented are preliminaryandsubjecttochange



Program

The next budget category is Program, to which
OHA allocates approximately S590K to $592K
annually or 2% of the core biennium budget.
These are costs directly related to programs
such as printing and distributing of Ka Wai Ola
publications (32%), hosting cultural
workshops/events (15%), professional dues and
subscriptions (14%), stafftraining (11%),
advertising for OHA initiatives (8%), other
rentals needed to conduct business (4%),
honorarium for OHA event participants (4%),
trustee protocol allowance (3%), and partnering
with community organizations to host events
(2%). Other expenses (7%) include promotional
items, books and reference materials, freight
and delivery, and automobile allowance.

The quarterly utilization (or non-utilization) of
the Trustee Protocol Allowance is reported on
the organization's website under the Financial
Transparency link:
https://www.oha.org/financials

Community
DRAFT FOR\OARD WORKSHOP PURPO§§ﬁferences

Meetings, & Mauli Ola

Trustee  Events
Allowance 2%

Honorarium 3% FY22: $590K
e FY23: S592K
Other
Rentals \

4%

’

Mana i

Othe
Expenses
7%

Ka Wai Ola
Printing &
Distribution

Advertisin

g
8%

FY 22/23

Staff
Training :

11% onferences,
Meetings, &
Events

. 15%
14%

Subscription

Budget data presented are preliminaryandsubjecttochange



Equipment DRAFT FOR BPARD WORKSHOP PURPOSES

Mauli Ola

OHA allocates $1.2 million or 2% of the

‘corle(l;J.iennium. b;dge’F to equipmen(’;; FY22 S583K
including repair & maintenance, an FY23 S583K

software & equipment. Repair &
maintenance includes various upkeep Software &
work for OHA’s facilities.

Mana i

Equipment

Software and equipment includes IT 16%
software, hardware and other purchases
required for on-going operations.

FY 22/23

$1.2M

Repair &

Maintenance
84%

Budget data presented are preliminaryandsubjecttochange



DRAFT FOR BOARD WORKSHOP PURPOSES
Please send your questions and comments to
ohabudget@oha.org or visit www.oha.org for more

information. Mana 1
| | Mauli Ola
A schedule of Zoom meetings (varying days and OHA’s 15-YEAR STRATEGIC PLAN

FOR 2020-2035

times) will also be announced for more
interactive opportunities to learn about and provide
feedback regarding the 2022-2023 biennium budget.



mailto:ohabudget@oha.org
http://www.oha.org/
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