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I. CALL TO ORDER

Committee Chair Hulu Lindsey calls the Workshop of the Committee on Resource
Management to order at 10:10am, noting for the record the following Trustees present:

Present Excused Comments

TRUSTEE LEI AHU ISA X

TRUSTEE DAN AHUNA X

TRUSTEE ROWENA AKANA Anived at 10:49am

TRUSTEE KELI’I AKINA X

TRUSTEE PETER APO X

TRUSTEE ROBERT LINDSEY X

TRUSTEE COLETTE MACHADO X

TRUSTEE JOHN WAIHE’E X

CHAIRPERSON HULU LINDSEY X

TOTAL 7 1

At the Call to Order, there are seven (7) Trustees present and one (1) Excused.

IL COMMUNITY CONCERNS

Committee Chair Hulu Lindsey calls on Gennaine Meyers for Community Concerns.

Germaine Meyers greets the Board, introduces herself as an OHA beneficiary/Nanakuli
Hawaiian Homestead lessee, and directs Trustees to her written testimony being distributed.
Summarizing her written testimony, she discusses Chapter 10 as it was not observed throughout
this process so far and hopes that it will be observed. Primarily, it states that these opportunities
shall be included by an accounting by Trustees of the funds expended and of the effectiveness of
programs undertaken. The process so far has given an accounting by funds, but not by the
Trustees as far as how it was expended as it relates to the programs undertaken. She hopes that
this will be addressed.

Referencing and summarizing her second written testimony provided to Trustees, she shares that
she is a delegate of the Oahu county Democratic Party. This past weekend they had a convention
at the Aloha Stadium. The Democratic Party passed out the platform being adopted. Included in
it was a Native Hawaiian People platform. Together with Ka’iulani Milhem, they read the
verbiage and wanted to give a different point of view so they created a flyer. She shares a
response given by Robin Danner via e-mail. She shares that she has never met or been in contact
with her; so it was very surprising to her, she was the co-author of the flyer and she is the
delegate of the Oahu County Council, and yet she gives a very extensive derogatory statement
about Ms. Meyers. The reason why she brings up Ms. Danner is because the last meeting she
attended on April 6th, she heard Ka Pouhana mention that OHA received engagement from Robin
Danner. Because of that, she wanted the Board to be aware of statements she made about Ms.
Meyers. In closing, she shares the Mission Statement of the Democratic Party.

Page 2 of 26



Trustee Akina asks a clarifying question of Ms. Meyers regarding the three pages of testimony
she distributed to the Trustees. He asks who/what organization the author of the 2w page entitled
“Hawaiians Oppose Federal Recognition”?

Ms. Meyers responds that it was herself and Ms. Murphy. She adds that the full page.

Chair Lindsey thanks Ms. Meyers for her testimony.

III. WORKSHOP ON FY18/FY19 BIENNIUM BUDGET

A. Presentation on the FYJ8JFY19 Biennium Budget

Chair Lindsey turns the time over to Ka Pouhana and John Kim for the presentation of the
FY18/FY19 Biennium Budget.

Ka Pouhana Crabbe thanks Chair Lindsey and greets the Board. Today’s Budget workshop
will include an overview of the context going into the current budget, and John Kim will
overview the budget planning process, as well as Administration’s proposals after six months of
planning for the budget. Public Policy Manager, Jocelyn Doane, will give some of the
Legislative nuances that have figured into the most recent updated budget. Ka Pou Nui, Lisa
Victor, will also add additional comments regarding the potential areas in the budget that may be
reduced; especially given the shortfall that OHA just received news of.

Giving a brief context of what OHA was faced with during this legislative session, he shares that
this Biennium Budget was just passed through conference committee this past Monday. It still
requires final approval by next week and he really wants to acknowledge John Kim, the
administrative and accounting staff, as well as public policy for enormous hours working with
the Senate and House. They helped them to understand not only the budget, hut also spent the
time clarifying some of the issues that will be discussed today.

HB335 provides for $3 million per year. The three major concerns in the Biennium Budget are
Personnel Costs, Grants, and Proviso. The reason why is that part of the Core Operating Budget,
when they do a draw-down from the Native Hawaiian Trust Fund, goes into the Core Operating
Budget. John will explain this during the budget process. Because OHA is going to the State
Legislature for General Funds, which includes General Funds for Personnel and a match for
Grants and Provisos, this is the basic strategy — protecting these three areas. The Historic
Provisos have included Education, Legal Services, and Social Services. This year, the Grants
were Health, Economic Self-Sufficiency, and Income. They will report where exactly the
Legislature landed in terms of supporting these grants and Provisos, and how much they have
compromised supporting Personnel and fringe. For example, this budget includes a $546,875
increase for Personnel for each year of the Biennium Budget. He believes this is an achievement
given they were not expecting to propose the Budget at 60% fringe — they were informed by the
Senate leadership that they should plan, so they did plan. They found out that the overall State
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Budgets may not land there, but at 52% fringe instead. This is a success they got for Personnel
costs than Fringe.

The Budget Bill represents an increase of at least $46,000 for each year — not much, but at least
they’re above from last year. This includes the fringe for $547,000 in personnel which means an
additional $284,375 up to $320,000. OHA’s strategy of protecting Personnel and Fringe was the
thrust and he believes they did a very good job in doing that. The immediate impact involves
that they fall short of $853,000 for Personnel years. The shortfall in personnel is due to the
dramatic fringe rate increase. The immediate goal is to maintain the consistent funding levels for
Grants in the Core Operating Budget. They know that the Legislature did not match as much as
they wanted them to, so Administration must consider how they will make that up. What they
are striving to do is to look at the past funding trends for the past Biennium Budgets. Right now,
OHA is at the lowest in terms of the spending draw down from the Trust Fund, given 2008’s
market. Now, Administration must consider where to pull monies to be able to increase funding
back to levels that they believe would be appropriate for the Grants Program to help provide
services for the Community. For example, in 2012-2013/2014-2015, OHA was at $10-14
million, with $3 million to DHHL and $10 million for all of OHA’s grants. Since then, it has
dropped. OHA may be at the lowest level within the past 6 years if they still continue the
support for the debt consolidation for DHHL. OHA’s funding source for grants will be
significantly low. Administration is currently assessing this situation. A lot of the policies that
are begin recommended are in light of the newly created Fiscal Sustainability Plan; and as such,
are meant to bring fiscal discipline to the organization and help OHA to focus on income and
revenue. Very soon, the RM committee will be coming to the Board to present a highly
likelihood of the City and County of Honolulu’s interest in one of OHA’s properties, which will
help. This discussion will come before the board first for consideration, vetting, and a vote.

Over the next 2 years, because of Personnel/Fringe costs, being low on the trust funds, they are
also looking at strategies to reduce staff. Ka Pou Nui has been working with HR personnel
consultant for the past year to look at a realignment of OHA’s structure and to look at the
Executive Management, Managers, and Staff to streamline these positions. They do not have the
final data in yet, currently at about 80-90% complete, but will likely have the final data in June to
make recommendations to the Board in June. They are currently freezing positions, but in
addition, the current analysis will allow OHA to have a clearer idea on the potential number of
FUE positions that could be reduced. With that, he turns the time over to John Kim and asks the
Trustees to hold their questions to the end.
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John Kim thanks Ka Pouhana and Trustees. Because the meeting started with Ka Pouhana’s
point regarding the Legislature, he asks Jocelyn to provide a quick update of the general Fund
Status. He directs the Trustees to slide 10 and 11:
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Jocelyn Doane greets the Trustees. As it relates to OHA’s Budget Bill, the conference passed
the budget bill on Monday. She provides context prior to sharing details. They went into this
session knowing that they were asking for a large increase. Quite honestly, they thought it was
unlikely that they would get it. In addition to that, they also knew that OHA’s legal services
proviso was in jeopardy; and that the health, housing, and income proviso was going to be
considered a new “ask” because of the way OHA’s budget was passed 2 years ago. Health,
housing, and income wasn’t actually listed in the budget 2 years ago; OHA used the funds that
they gave for health, housing, and income. Asking for $1.4 million more than what was given
before, which is a 50% increase, and they knew 2 of the newly requested provisos were highly
unlikely to receive. Particularly, the legal services proviso, and the great work that they do some
times conflicts with some of the politicians ideas of how they should be using these funds. That
said, even though OHA got approximately the same amount as last biennium, about $46,000
more, she considers that to be a success.

OHA prioritized the Personnel request; of the $1.4 million increase requested, OHA got
$500,000 more, which means that personnel funding will be getting $1 million per year. As
Pouhana shared, this will come with fringe. She cautions that they have not seen the budget bill
yet as it has yet to be made available, but they are assuming that it will come with fringe benefits
also. This would be an approximately $300,000 more. The $500,000 is likely to be worth more
because of the fringe that comes with the general fund contribution for salaries.

She shares her excitement that the Legal Services proviso went untouched. They had to work
really hard to make sure that this was the case. They are, however, disappointed that the Health,
Housing, and Income money did not get that. But the State is dealing with a downturn in their
revenue expectations; just as OHA is. They also have to come up with a massive amount of
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money to cover the fringe rate increases to cover their salaries as well. She shares that she does
not take this to mean anything as to their respect/appreciation for the work that OHA does, but
rather, they are also going through tight times and had to prioritize. She also shares her
appreciation for OHA’s advocates in the building that worked together with money committees.

Regarding the Fringe Rate situation, as Pouhana shared, the WAM chair made them aware that
the Administration was asking all State Agencies to budget their fringe at 60%. In a meeting last
week with Chair Luke’s staff, they were told that the WAM and finance committees were going
to budget at 52% and not 60%. So there are different perspectives at the Legislature versus the
Administration. The negotiations on the fringe rate approval are still on-going. While
Administration seemed to be planning ahead, it seems the legislature was not willing to do that,
and it seems like some of them think that it’s not going to get passed. The difference between
52% and 60% is likely around $900,000; and John Kim will expand. Even though they are
$853,000 less than what was hoped for, a lot of that will be made up for if the 52% fringe rate
remains stable for the next biennium.

It was known that the General Fund request would be a challenge and they have always been
preparing for the Fringe rate increase and the possibility of not getting it. Ka Pouhana has
already shared a little about the mitigation efforts in that regard.

Mr. Kim asks if the Trustees have any questions about the General Fund Status? Otherwise, he
moves on to the presentation, referring them to the power point slide that was provided to the
Trustees. Today, they will go over OHA’s budgeting process as well as community sharing
period and comments received, followed by OHA’s funding sources and the resulting
preliminary core operating budget.

The second workshop scheduled for next week will go into the non-core budget areas that
include commercial, legacy properties, as well as the special programs.

Regarding the Budget Process; it starts as early as October of the year preceding the Budget year.
It starts with the 2 year work plan which lays out each paia’s tasks, projects, and goals relating to
the Strategic Priorities. Budget request worksheets are also prepared at the same time based on
those work plans. The budget analyst then compiles all the requests and calculates OHA’s
spending limits which establishes the maximum amount that the Core Operating Budget can be
established at. One of the challenges that Administration is faced with is that when all the
budget requests are compiled, they are often several million dollars in excess of what the
spending limit allows. Using FYY$/FYl9 as an example: when all the requested budgets were
compiled, the total amount exceeded the spending limit by more than $16 million. Now, the
Executive Team is tasked with reviewing all of these budget requests to identify any reductions,
deferrals, re-prioritization and any other necessary adjustments.

This Balance Preliminary Budget then goes to the Community Sharing Period. Once this period
is over, the Budget is then presented to the Trustees in workshop; which is where they are
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currently at today. Any necessary revisions from community comments and workshops will be
incorporated and finalized into the action item which will be submitted to the RM committee and
then the BOT for final consideration and approval. He highlights the budget process and
community sharing period (see below):
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The Community Sharing period started on March 13th and was initially scheduled for 1 week but
was extended an additional 2 weeks, for a total of 3 weeks. Outreach efforts included Ka Wai
Ola, OHA website, Facebook, News Release, and OHA’s e-mail list. He also highlights
outreach data (see above). This is the most visits and comments that has been received during the
community sharing period.

OHA has received comments from beneficiaries as well as various Native Hawaiian
Organizations and groups. They have also received comments on how OHA can continue to
improve the Community Sharing and shares that they certainly intend to revisit these comments
to ensure improvements in this process.
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Trustee Dan Ahuna adds that he has been receiving a lot of inquiries and contacts from
beneficiaries about the budget. He also shares that it was a great idea to go out and ask for input
from the community and commends Administration for their work.

Ka Pou Nui Lisa Victor echoes Mr. Kim, sharing that they had the greatest reach on visibility
on OHA’s process. Administration acknowledges that there are specific ways that the budget
should be recommended in the future, and Administration will make those adjustments. OHA
received 2 significant comments that she will explain today. The first is from SCHHA (also
distributed to Trustees as Attachment 2):

®HA
Community Sharing

Comments received by the Sovereign Councils of the Hawaiian Homelands Assembly
(Futi document is included Attachment 2)

Five (5) oueratt budget findings and fourteen (14) recommendations as follows

I OHA StaffinipDuplicaticsi/Benehcjary Land Trust Fund 3 recommendations
2 OHA Management Top Heavy 1 recommendation
3 OHACentoc versus Beneficiary Centric Spending 3 recommendations
4 Grants Program Adjustments 5 recommendations
5 limited Liabitty Corporations 2 recommendations

Recommendations Include

- Conduct an Inventory of Statewide Serving Beneficiary Organizations
• Reduce Staffing Levels by 10% or 10 FTE positions over the sent 2 years
- Create a Benefloary Land Acquisition Fund
- Minimize middle managers within divisions
- Redirect a portions of travet costs, program costs and OHA contracts to increase Grants program
- Adopt a Beneficiary Serving and Controlled Organization Cntena for grant scoring
• Transfer of Executive Sponsorship funds to the Program Sponsorship tine item
- Kakaako funds to be directed to the Grants program and not for other operating costs of the agency
- Complete a mmew to assess all LLCs
• Enlabtish an LLC to hold the commercial property owned by our trust, to mitigate the same or

similar liability issues as other land based LLCs
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The second set of recommendations comes from beneficiaries:

HA
Community Sharing

Beneficiary Comments Received
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In response to a number of comments, she highlights:

Community Sharing
• Personnel Budget

9 FTEs are planned to be frozen
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• Trued Budget
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• tiC grants lending
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She adds that this Budget inclctdes 9 FTE positions that plan to be frozen, approximately
$900,000 in salaries. During the Peoples Strategy Study and Analysis, they are working on it
being an organization-wide response and hoping to present it to the board in June. The Fair
Labor Standards Act will also be applied this year.

Mr. Kim adds to Ka Pou Nui’s comments, emphasizing that this is just a preliminary assessment
and they will be going into more detail to look closely into the comments that they have
received. In regards to Kaka’ako Makai, the above was just a reminder to the Trustees that one of
the four primary funding sources for OHA’s Core Operating Budget is the 10% of the projected
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revenue from Kaka’ ako Makai. In addition to this, they are looking at other potential
opportunities for additional revenue streams and capacity building opportunities.

Moving on to the “Funding” Portion, he directs Trustees to Attachment 1 that provides a Budget
Summary Table; which the Chair thought was a better format because it was most similar to the
Action Item format.

Table 1 shows OHA’s Spending Limit, based on OHA’s spending policy — which establishes the
maximum amount of Core Budget. Table 2 shows OHA’s Core Operating Budget that is
currently being proposed.

Trustee Akana asks about the Spending Policy still being at 5% and not at 4.5%?

Mr. Kim responds that this is currently being looked at by the fiscal Sustainability Plan
Committee. For the purpose of the FYI8-FY19 Biennium Budget, they followed the Spending
Policy that is currently in effect and approved by the Board — which is 5%.

Trustee Akana asks when they expect to have that ready?

Chair Lindsey recalls a recent conversation that revealed that the .5% difference was not too
significant.

Ka Pouhana adds that this kind of change is up to the Board.

Trustee Ahuna agrees and adds that the Board makes those decisions.

Ka Pouhana agrees and continues saying that they have presented the decision to the Chair, RM
Chair, etc. Administration shares that they can prepare the Action Item, but this is at the
discretion of the board agendizing the issue. The analysis has been done by Spire regarding the
.5% reduction. They are prepared to show the board what that would look like. The Board has
not moved on this policy yet.

Trustee Akana responds that the Board must do that.

Chair Lindsey responds that she believes the discussion was with herself and Spire. She will be
happy to look at this issue.

Mr. Kim adds that the reduction of .5% would approximate to $1.8 million of further reduction,
which means that Administration would have to look for an addition reduction of $1.8 million
should the Spending Policy be amended eventually.
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Returning to Table 1, highlighting the 4 primary Funding Sources:
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He highlights that the Spending Limit and the resulting Core Operating Budget of $36.1 for
FY17, 18, 19 have remained very consistent throughout the years; this trend also goes back to
FY12. As Ka Pouhana mentioned earlier to 2009, the 5% funding at that time represented about
$20 million per year. Right now, OHA’s current Spending Policy does reflect an overall
reduction of $2.5 million in comparison to 2009.

Trustee Machado asks a question pertaining to page 7 — she asks regarding their statement that
for years 20 18-2019, the non-core budget must not exceed $35 million. Is that a true statement?

Mr. Kim says no — page 7 was a summary of the comments they received from the beneficiaries.

Trustee Machado asks if this is a realistic suggestion?

Mr. Kim responds that for the Core Operating Budget, this is something that would be a real
impact if the 4.5% Spending Limit is being considered. Again, he shares that this discussion
should not only include a reduction of $1.8 millon, but what is the real impact to the programs
and services that OHA will be providing to the beneficiaries. This is a discussion and decision
that must be considered by the Board.

Trustee Machado in response to Trustee Akana, she shares that they were looking to some kind
of ball park figure in the future. She understands that this is a beneficiary comment. Knowing
that General Funds were reduced, she thought this was a little too low in comparison to what
OHA operates on, but this may be something that they need to look at seriously.

Trustee Akana shares that she is of a different opinion because she notices that nothing in the
budget changes as far as personnel. The Legislature has wisely suggested that OHA cut
personnel; and she notices that there are no cuts. When you have more than half of the budget
going to personnel, that’s where the organization needs to cut. If the Legislature is punishing
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OHA because that is not what OHA is doing, then cutting other places will end up in cutting
programs.

Chair Lindsey responds to Trustee Akana sharing that prior to her coming in, the
Administration announced that they were freezing 9 positions totaling $900,000.

Trustee Akana responds to say yes, but those are the ones that have not been filled.

Ka Pouhana responds that the discussion earlier clarified that Administration has been working
on a Peoples Strategy to look at staff reductions at all levels, to look at streamlining programs
and structures. Administration has frozen 9 positions and is looking into additional staff
reductions. This would likely mean a reality of high level positions being consolidated,
streamlined, or eliminated. Additionally, the State salary commission, as of 2016, the salaries of
OHA’s current Executive Management and some Managers are actually now much lower than
the State. In 2015, the State caught up with their projections and are about 2-3% higher than
OHA salaries for Executive Management and Staff. The State Government does their own
salary commission, and in looking at 2016-2019, all State salaries will surpass OHA.

Chair Lindsey thanks Ka Pouhana.

Trustee Waihe’e directs his question to Mr. Kim regarding the $35 million suggestion. He asks
where the individual got the $35 million figure came from?

Ka Pou Nul Victor responds that they do not know what kind of analysis went into that figure,
but that they simply wanted to represent the comments received.

Trustee Ahu Isa asks if the Collective Bargaining Bill affects OHA? Does OHA follow the SR
pay scale?

Ka Pouhana Crabbe responds that OHA does follow the SR pay scale.

Trustee Ahu Isa shares that she noticed that the Governor gave in to the HSTA — the
government will pay more health premium for the teachers. She shares that OHA cannot stay
status quo when they are getting raises.

Trustee Akana says that OHA does not have to because they are not mandated to do that.

Ka Pouhana Crabbe emphasizes that the State does their own salary analysis, which is separate
from OHA’s (also accommodating inflation, etc.)

Trustee Lindsey directs his question to John. He shares that he would surmise that in
developing and preparing the budget, that inflation is factored into the process?

Mr. Kim responds that inflation is factored into OHA’s budget based on the individual budget
requests that programs are responsible for preparing. SR rating is something that is used as a

Page 12 of 26



guideline to be consistent with the State’s salary level, but as Trustee Akana has shared, OHA is
not mandated to follow.

Trustee Akana directs her comment to John, sharing that in adding up all of the funds OHA
gives out, Spire said too, the funds that OHA gets for the rental of the building, Administration is
using it to defray expenses on the building. It should be in a separate category because they are
not using that money in the operating budget.

Mr. Kim responds that the Core Operating budget includes OHA’s costs as tenants. OHA’s
costs as landlords are maintained separately outside of Core, which is self-sustaining. The
budget for Na Lama Kukui and Kaka’ako Makai is based on the anticipated revenue and surplus
that carries over from prior year’s operation.

He directs Trustees to the second page of Attachment 1 — OHA’s Core Budget category and then
directs Trustees to the personnel section. This includes all expenditures that are directly related
to personnel:

‘ore Operang Budget
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Mr. Kim reiterates that these numbers include a proactive approach of budgeting for fringe fate
at 60%. This increase is offset by the 9 frozen FTE positions as Ka Pou Nui had mentioned.

He then moves on to the Program Budget also provided in Table 5 in Attachment 1:
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Trustee Akana asks a question regarding Contracts Budget’s section — she asks if OHA is
paying for facilities and support services for the contractors? She refers to page 5, table 7 of
Attachment 1.
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Mr. Kim shares that Trustee Akana is referring to $43,000 and $54,000 for FY18/l9 and shares
that he will provide more detail. Off the top of his head, he believes that this fee is related to
moving services, etc.

Ka Pouhana Crabbe calls on Miles Nishijima to clarify.

Miles Nishijima believes that what this figure is referring to is OHA facilities. For OHA offices
at Na Lama Kukui as well as the neighbor islands and DC.

Trustee Akana asks if he calls that contracts? They are our employees and OHA pays for them?

Mr. Nishijima responds that they have contracted services.

Mr. Kim adds that these fees are dependent on the type of services.

Ka Pouhana Crabbe adds cleaning contracts, moving services, etc.

Chair Lindsey asks if the legal services is NHLC?

Mr. Kim responds that this is the procurement, so social services and legal services provisos
requires OHA to go through the 103-D procurement process. The current service provider is
NHLC. This is half general fund and half trust fund.

Trustee Akana asks a question regarding the IT support services — she asks if OHA refers them
to PTAC?

Ka Pou Nui Victor responds that the support is coming from System metrics — OHA’s data
center and network provider. They house OHA’s services and systems — a secure environment.
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Mr. Kim moves on to highlight the Grants Program, noting that it is a reduction from the FY17
Grants level and that it reflects the reduction in General Fund from Health, Housing, and Income
proviso areas:
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Ka Pouhana Crabbe clarifies that the $3 million
but it is not included in the Community Grants.

appropriation to DDHL is considered a grant,

Mr. Kim moves on to highlight the smallest budget category, Travel:
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He also notes that this also notes that this amount reflects a 25% reduction from the current year
and believes this is a reasonable budget that will be sufficient to meet OHA’s needs.

Trustee Akana asks a question regarding legal services — she asks what is the “Employee
Related Consultants & Employment Practices Liability Defense Deductible”?

Mr. Kim asks Corp Counsel, Albert Tiberi, for a response.

Albert Tiberi responds that this fund includes defense costs for when OHA gets sued. They
have budgeted for the deductible, $150,000. Through the current budget process, they reduced it
down to $95,000. If OHA is served with a lawsuit, this would go towards OHA’s share of the
deductible.
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Trustee Akana asks if this is for employees?

Mr. Tiberi says this is for any one. OHA has a Public Officials Liability and Employment
Practices Liability Policy — when Trustees are sued, Administration is sued, employees are
sued...

Trustee Akana adds that this is “E & 0” — which is for Trustees and officers.

Mr. Tiberi responds that the E & 0 policy is a combination of the Employee Practices Policy
and a Public Officials Policy. Those funds could be used for either side.

Trustee Akana asks if there are 2 insurance policies?

Mr. Tiberi says just one.

Trustee Akana asks if this one that is for the employees is attached like a rider?

Mr. Tiberi responds to say that if a manager is named in a lawsuit, or more frequently,
Kamana’o, they would be covered by the lawsuit.

Trustee Akana says ok and asks about the other categories of litigation, consultants, due
diligence, etc. She says that it adds up to quite a lot of money

- $5-6 million.

Mr. Tiberi responds that the Legal Services part is $1.2 million and the Total Core Contract is
$5.7 million. The litigation budget is for the on-going cases that OHA has — this figure is an
estimation of what might be needed for those cases throughout this year. Legal Consultants and
Due diligence includes the conflict representation program which is being budgeted for the
Kaua’i kuleana quiet title cases. Additionally, there are funds in preparation for Kaka’ako Makai
due diligence, in case OHA moves forward and requires legal expertise in this area.

Trustee Akana says ok, but the kuleana Kaua’i cases are being handled by NHLC?

Mr. Tiberi says no, NHLC has a conflict and cannot represent the parties involved. They will
assist in any way they can, but OHA is trying to budget to help provide legal services if required.

Trustee Akana asks why they are in conflict? She says that the only reason that they would be
in conflict is because they are representing someone that...

Mr. Tiberi says no, they had previously represented someone in the case, which prevents them
from representing them on this case.

Trustee Akana says that because 01-IA is being told over and over that they need to cut back, it
would really helpful if the guys preparing the budget would give them more explanation. She
requests much more information; she is doing the check register right now and she can tell
everyone that the legal fees are through the roof. With all the money that OHA has spent since
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2010, OHA is the biggest charitabLe organization in the State of Hawaii. She has a reaL problem
with a lot of the stuff that is in the budget.

Trustee Ahuna adds that Trustee Akana brings up a good point. He asks if these litigation costs
include instances of when Trustees sue other Trustees? Are these the expenses? Like
Grassroots, Kawananakoa suit, etc.?

Ka Pouhana Crabbe says yes.

Trustee Ahuna says the Trustees need to realize where this is coming from.

Trustee Machado has a question related to travel — she asks if the total is separated by Trustee
versus Admin?

Chair Lindsey adds that she did ask Mr. Kim for a separation of the budget.

Mr. Kim adds that they will he preparing that information to include the separation by each paia
for the action item. He shares that some of that information is on slide 3 1.

Ka Pouhana Crabbe adds that the 25% reduction is just one mitigation effort; they are also
looking at other areas to limit out-of-state and neighbor island travel. For example, taking less
staff to the outer island meetings, consolidating car rentals, hotels, etc.

Trustee Waihe’e asks for a point of clarification regarding the “other” and “non-employee”
categories of travel.

Mr. Kim responds that there are circumstances in which OHA asks beneficiaries or other
consultants to travel for whatever issues they are working on.

Trustee Akana suggests creating a proviso on the “non-employee” category that requires
approval by the chairman of the board so that it is not abused. Otherwise, she won’t vote for this
budget.

Trustee Ahuna adds that some of the Trustees live on other islands and some beneficiaries have
a hard time attending meetings in Honolulu, so it is important that their beneficiaries are a part of
OHA.

Trustee Machado adds that one of the most common areas is the kuleana for
Papahanaumokuakea — taking scientists and consultants there cost money.

Ka Pouhana Crabbe adds that this is a good example, DLNR, together with NOAA, OHA
consolidates resources. Rather than OHA paying for a scientist and a study, they help to pay for
accommodations for the travel.

Trustee Machado shares another area of concern — would Administration be able to estimate
how many individuals would be involved?
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Mr. Kim adds that they will look into that information. He moves on to the Equipment
category:
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Ka Pouhana Crabbe adds that the Pou Nui has been working with the State IT to look at the
possibility of the benefit of using their IT services; this would dramatically bring down OHA’s
IT services costs.

Ka Pou Nui Victor shares that they believe they have the opportunity to leverage like they have
not before. She confirms that Trustee Ahuna’s concern over bandwith is a legitimate concern in
this building. She also shares that they are asking the ClO to support OHA like they would any
other state agency. Most significant is this budget category is the Oracle upgrade — this is also a
requirement of the State system. This is how OHA began working with the state to leverage the
state licensing system.
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Mr. Kim moves on to the Overhead category:
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Finally, he highlights the debt service category which represents the line of credit repayment
based on the debt amortization schedule for the previously BOT approved Governance Planning
budget of approximately $3.5 million. Based on the payment schedule, they anticipate payments
of $579,000 and $566,000 in FYI8/l9.

Trustee Akana asks if the debt would be cleared by 2019?

Mr. Kim responds that it is a 7-year term, so he would expect the term to go throughout early
2020. 2022-2023 would be the 7 year term. He also adds that they are looking into the
refinancing options specific to the Na Lama Kukui term loan and the line of credit for the office
buildout. Additionally, they are looking at the possibility of consolidating this loan. They are
assessing the current terms of the loan and if it makes sense to consolidate the loan at this point
in time.

Chair Lindsey shares that the reason for the hesitation for including the debt is because the
interest is so low, so it is to OHA’s advantage to leave it as is.

Ka Pouhana Crabbe shares that this concludes their presentation and opens it up for questions.

Trustee Akina shares a comment for his fellow Trustees. He first thanks Ka Pouhana and the
Administrative team for their hard work. He continues by saying Administration has done what
the Trustees have asked them to do in terms of numbers for each cost area. This is important
because HRS 10 requires Trustees to have an accounting of all funds expended. HRS also says
that they must have a measure of the effectiveness of the programs that are undertaken. They
must be able to see the expenditure funds and how effective they have been — this tells the
Trustees whether they increase/decrease categories. As a fiduciary Trustee, he confesses that he
does not feel prepared to vote for the budget positively. This is not a negative comment on

&Cdtt.d..p.8.%.y ,.
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Administration, but rather about what the Trustees have asked them to do. He shares that they
must ask Administration to show them a measure to indicate the success and effective spending
for their beneficiaries. Traditionally in State Agencies, there is a PPBS (Program Planning
Budgeting System) which they have talked about. This allows fiduciaries and officers to see the
cost item in conjunction with the measure of effectiveness. Without that, they are only looking
at half of the equation —just numbers. He asks the Chair if there is a way they can get a measure
of this success to adequately prioritize. Based on the comments from the other Trustees, he
believes it is important for them as well.

Chair Lindsey thanks Trustee Akina for his comments and shares that this is something that
they can discuss with Administration.

Trustee Akana shares that Trustee Akina’s question could be answered this way: OHA used to
do budgets in a budget committee. Each paia would come to the budget committee each day for
a week and they would present their budget. At the end of the week, they had a good idea of
where the budget was. This is why she thinks the budget has ballooned and the Trustees have no
idea of where the money is being spent and if it is working.

Trustee Ahuna thanks Administration’s presentation. One of the biggest things that impressed
him the most is that they went to the community to get effective input into the budget. This is
transparency. This is working with our communities — and this is what is important to him.
When looking at the effectiveness, they didn’t have to do an audit. They located gaps and
communicated these gaps. The effectiveness is what happened through the professionalism of
the presentation that just happened. They are cutting costs, freezing positions, etc. They do not
want to take action without the Trustees. He thanks Administration for their presentation.

Trustee Akana thanks Administration for their figures. She wants to correct Trustee Ahuna,
chapter 10 says that the Board shall provide opportunities for the beneficiaries in every county to
participate in the preparation of each biennial budget and supplemental budget. This isn’t just
putting it online but it does require OHA to go to each island to present the budget to the people.
A lot of the people don’t belong to Civic Clubs, private clubs, etc.

Ka Pouhana Crabbe makes a comment in reference to Trustee Akina’s comment, which he
thinks is very valid, for Trustees to have a greater insight into the effectiveness of their policies
which Administration implements. He address the metrics of measurement — there is strategic
plan of the entire organization. In the Strategic Plan, there are specific concrete results for each
priority. This is where the 2-prong strategy of Grants and Advocacy come into play to address
the impact of change in our communities. Every year, Administration does an annual update to
the board that includes money and data collected from grantees. The score card has always been
the strategic plan.
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The other part — in which Trustee Akina has a point he isn’t sure that he can have an answer to
that because the budget planning process starts in January. This presentation is the totality of the
work plans and projects that OHA goes through.

Chair Lindsey shares that maybe there should be more communication with the Trustees.

Ka Pouhana Crabbe says yes, this is what he is aiming to share — Administration provides that
report to the Trustees every month and every Trustees, as they have for the past 3 years.

Trustee Ahu Isa adds that Monica just did this for the charter schools.

Ka Pouhana Crabbe confirms and adds that they provided the information in the annual report.

Trustee Machado directs Trustees to the 1st page and shares that this highlights the work plan
and process for the budgeting.

Trustee Akina thanks Ka Pouhana for his comment and has two comments. First, they praise
Administration for the effective use of the funds that the Board authorizes. There is no question
about that. Looking at the evaluation only helps them to get better. There is no challenge to that
whatsoever. Secondly, he clarifies that his point was very specific — it is about when the
Trustees get the actual budget document, they must have a measure to which they know that the
organization has performed. This is a very technical question because they don’t use the PPBS
reporting system. This is not a criticism of the Administration but a suggestion to his fellow
board members to make decisions that they must make. His office has recommended using the
PPBS system.

Trustee Akana adds another suggestion, sharing that OHA has been criticized by many and
share that one of the biggest communication breakdowns is this: Administration goes off on the
master plan and strategic plan, and start the projects and then go to the Board with the budget.
But they do not go to the Trustees in the beginning for input. Trustees are the policy makers and
are supposed to give them the directives. Yes, Administration can work off of the Strategic Plan,
but it was only supposed to be a guide, not do everything.

Trustee Ahuna asks when the Audit will be heard on the RFQ?

Chair Lindsey shares that it will take place after this current workshop.

Trustee Ahuna addresses the issue of transparency — he says that he read about the audit ideas
in Ka Wai Ola, the Trustees didn’t have the meeting yet. He asks what the difference is?

Chair Lindsey shares that she believes that they should wait until the meeting to discuss it. She
thanks Administration for their hard work and encourages the Trustees to submit input into the
budget.

Trustee Machado asks what the subject of the second budget workshop will include.
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Mr. Kim adds that it will include the non-core portion of the total Operating Budget and will
take place on May 3rd•

Trustee Machado adds that in alt fairness, for Trustees who chime in late, like Trustee Akana,
she asks that they try to make recommendation for the May 3td Meeting. They are interested in
hearing what they have to say, but sometimes it’s combative and hard to sit through. She
commends Trustee Hulu for working hard to getting the Trustees together for the budget.

Mr. Kim adds that this is exactly the objective of these workshops. These types of discussions
are helpful from the Trustees so that Administration can incorporate these comments and
directives into the eventual action item.

Trustee Lindsey thanks the Administration for an excellent job. He believes they need to trim
down the budget, but is concerned about the impact of such an action on all the strategic priority
progress.

Trustee Machado comments on Trustee Akina’s concern about the process being used. This is
a biennium budget. If he is really enthusiastic about looking at a different system, then he would
have adequate time to propose a different system at OHA. But this is not the time because they
are trying to meeting the requirements. She says, realistically, if it came to a vote, she could not
vote to support him because it is against the current objective of approving the budget.

Trustee Akina replies by thanking Trustee Machado because he does not plan to obstruct the
moving to a biennium budget and hopes to input to a longer term process.

IV. BENEFICIARY COMMENTS

Chair Lindsey calls on Germaine Meyers for Beneficiary Comments.

Germaine Meyers greets the Trustees and introduces herself as a beneficiary of OHA as well as
a Nanakuli Hawaiian Homestead beneficiary. She shares that she has input for the budget. She
acknowledges Trustee Ahuna, who asks for transparency, as she would like the same thing. She
asks Trustees to turn to slide 7, regarding the Community Sharing and comments received. She
is the author of all 4 comments and addresses Trustee Machado’s prior comment about not
exceeding $35 million. She directs Trustees to slide 20 that shows the “Historical Operating
Budget” — core budget and non-core budget. $35-37 million has been the consistency. All
Administration has been describing has been Core Budget and has not addressed the non-core
budget.

Chair Lindsey shares that Workshop #2 will cover non-core budget items.

Ms. Meyers adds that she said $35 million for everything. Her next comment is regarding an
audit by the Ad Hoc committee of all expenses up to $500,000. Looking at the numbers that
were out there, there was $300,000 given to a PR firm and it was given after the budget was
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created. Her 3td comment, regarding no grants to LLCs, the pie graphs tell her that majority of
the non-core budget items is going to the LLCs. If the LLC attorney is telling her not to talk
about how they spend their money, then she is telling OHA why are they giving LLCs money if
they are not being transparent?

Finally, she addresses SCHHA comments and wants to be transparent and share that it was given
with input from Kamaki Kanahele. She lives in Nanakuli Hawaiian Homestead and explains the
issues she has had with the organization not having any quarterly meetings since 2013. She
questions their comments being passed off as representation of the beneficiaries in her
communities because of the low membership in SCHHAfNanakuli Hawaiian Homestead. She
also shares the difficulties she has had with membership and becoming a member. She brings
transparency to the Trustees on the difficulties they have been having there.

V. ANNOUNCEMENTS

Chair Lindsey notes that there are no announcements.
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VI. ADJOURNMENT

At 12:08pm, Trustee John Waihe’e, IV moves to adjourn. Trustee Ahuna seconds the
motion. Chair Hulu Lindsey notes that there are no objections.

1 2 ‘AE ‘A’OLE KANALUA EXCUSED
(YES) (NO) (ABSTAIN)

TRUSTEE LET AHU ISA — — X

TRUSTEE DAN AHUNA — X x
TRUSTEE ROWENA AKANA — —

TRUSTEE KELI’I AKINA — — X
TRUSTEE PETER APO — X

TRUSTEE ROBERT LINDSEY — — X

TRUSTEE COLETTE MACHADO —
— X

TRUSTEE JOHN WAIHE’E )
— x

CHAIRPERSON HULU LINDSEY — X

TOTAL VOTE COUNT

MOTION: [1 UNANIMOUS [ Xj PASSED [ I DEFERRED [ I FAILED

Motion passes with seven (7) YES votes and one (1) EXCUSED vote.
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Respectfully Submitted,

Trustee Aide
Committee on Resource Management

As approved by the Committee on Resource Management on May 24, 2017.

rnOJ4d &&A’
Trustee Carmen Hulu Lindsey )
Committee Chair
Committee on Resource Management
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