HAWAII HOUSING FINANCE AND DEVELOPMENT CORPORATION

MINUTES OF THE REGULAR MEETING

OF THE HAWAII HOUSING FINANCE AND DEVELOPMENT

CORPORATION

HELD AT THEIR OFFICE AT 677 QUEEN STREET, SUITE 300,

IN THE CITY AND COUNTY OF HONOLULU, STATE OF HAWAII

The Board of Directors of the Hawaii Housing Finance and Development
Corporation met for their Regular Meeting at 677 Queen Street, Suite 300,

ON THURSDAY, SEPTEMBER 13, 2007

Honolulu, Hawaii, on Thursday, September 13, at 9:00 a.m.

Chairman Charles King called the meeting to order at 9:00 a.m.

Present:

Excused:

Staff Present:

Guests:

Other:

Director Charles King, Chairman

Director David A. Lawrence, Vice Chairman
Director Georgina Kawamura

Director Theodore E. Liu

Director Linda Smith

Director Charles Wathen

Director Richard Toledo

Director Allan Los Banos

Director Betty Lou Larson, Secretary
Executive Director Orlando (Dan) Davidson

Sandra Ching, Deputy Attorney General

Charleen Aina, Deputy Attorney General

Scott Kami, Administrator Department of Budget & Finance
Janice Takahashi, Chief Planner

Darren Ueki, Finance Manager

Karen Seddon, Development Branch Chief

Edward Sunada, Fiscal Manager

Dean Sakata, Finance Specialist

Gary Umeda, Housing Development Specialist

Beth Hallinan, Project Coordinator

Chris Sadayasu, Development Specialist

Ryan Morita, Property Management Coordinator
Mavis Masaki, Planner

Marsha Umamoto, Secretary to the Executive Director
Esa Pablo, Secretary to the Board

Kevin Carney, EAH Housing Inc.

D. Scott MacKinnon, Special Deputy Attorney General
Sam Chung, Peninsula Real Estate Partners

Jesse Wu, Stanford Carr Development

Wendy Watanabe, Court Reporter

Chairman King declared a quorum present.

Chairman King introduced Chief Planner, Janice Takahashi, who sat in for the

Executive Director.

Ms. Takahashi introduced and welcomed the new Secretary to the Board, Esa

Pablo.

Chairman King requested for a motion to amend the Agenda, by moving Item
IV.B., under the Executive Session, to follow after Item II.A., in the regular

discussion.
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Director Smith moved, seconded by Director Lawrence to amend the Agenda.
The motion was unanimously approved.

Chairman King called for the question to approve the Executive Session
Meeting Minutes of August 9, 2007.

Director Smith moved, seconded by Director Lawrence.
The motion was unanimously approved.

Chairman King asked for a motion to amend the Meeting Minutes of August 9, ILA.

2007, on page 92, last bullet of the Executive Director’s Report, Villages of APPROVAL
Kapolei, to read: OF MINUTES

8/9/07
Regular

“ ... Executive Director Davidson felt that this project is a success financially Meeting

as well as in terms of our mission, and up to a thousand units will be added in
the future.”

Director Smith moved, seconded by Director Lawrence to amend the Minutes
of August 9, 2007.

The motion was unanimously carried.

Director Wathen requested that his explanation as to why he recused himself
from voting for the adoption of Resolution No. 003 Official Intent with
Respect to the Issuance of Hula Mae Multi-Family Tax-Exempt Revenue
Bonds for the Kukui Gardens Project TMK No. (1) 1-7-26:07, to be reflected
in the August 9, 2007 Meeting Minutes.

Chairman King deferred the approval of the August 9, 2007 Meeting Minutes
to the next Board Meeting on October 11, 2007.

Chairman King announced that Directors David Lawrence and Charles Wathen
had volunteered to serve on a streamlining task force at the last Strategic
Planning Meeting held on July 12, 2007.

Pursuant to Chapter 92, Hawaii Revised Statutes, Chairman King formally
established a streamlining task force to review HHFDC administrative rules
and procedures, and appointed Directors Lawrence and Wathen to work with
staff and private experts to identify ways for HHFDC to coordinate and
streamline its financing and development approvals. Chairman King asked
that the task force report its findings and recommendations to the full Board.

Chairman King asked for a motion to approve the discussion of Item III. A.
Approval to advance Funds from the Dwelling Unit Revolving Fund to Make a
Deposit for the Acquisition of Parcel A of Kukui Gardens, TMK No. (1) 1-7-
26:07.

Director Lawrence moved, seconded by Director Smith to approve staff’s
recommendation.

ITL.A.

DISCUSSION
AND/OR
DECISION
MAKING

Approval to Advance
Funds from the
Dwelling Unit
Revolving Fund to

Janice Takahashi, Chief Planner, introduced Scott MacKinnon (Special Deputy

Attorney General), Samuel Chung (Financial Consultant), and Kevin Carney (EAH). ine: 8 DeposCiog

the Acquisition of

. ¢ . . Parcel A of Kukui
Ms. Takahashi summarized the structured transaction for the HHFDC to acquire a |Gardens

portion of the Kukui Gardens property (Parcel A). TMK No. (1)
1-7-26:07
Ms. Takahashi indicated that the Settlement and Release Agreement among the
parties to the current litigation, relating to the proposed sale of the Kukui Gardens, is
still in the process of being negotiated and finalized.
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Although HHFDC is not a party to the litigation, this Settlement Agreement is
needed in order to resolve the pending litigation, move the transaction forward, and
to obtain the U.S. Department of Housing and Urban Development’s (HUD)
approval for Kukui Gardens Corporation (KGC) to prepay the existing promissory
note and mortgage with HUD.

Pursuant to the Settlement Agreement, KGC, Carmel and HHFDC will also be
entering into a Reinstatement and Fifth Amendment of Purchase Agreement
(Amended Purchase Agreement) which reinstates: (1) the Purchase Agreement for
the Kukui Gardens project between KGC and Carmel; (2) provides for Carmel to
now purchase only Parcel B and for HHFDC to purchase Parcel A; and (3) extends
the scheduled closing date to accommodate the Hula Mae multi-family bond
financing.

Under the terms of the Amended Purchase Agreement, HHFDC will have seven
calendar days after its effective date, in which to deposit with escrow, a $3 million
earnest money deposit with respect to HHFDC’s contemplated purchase of Parcel A,
under the terms of the Amended Purchase Agreement with KGC.

Ms. Takahashi added that the $3 million deposit is to be credited and applied against
the purchase price for Parcel A at closing. However, if the purchase of Parcel A
fails to close as a result of any default by HHFDC, then KGC will have the right to
retain the deposit plus any interest earned thereon as liquidated damages. If the
purchase of Parcel A, by HHFDC, under the Amendment Purchase Agreement, fails
to close as a result of a default by KGC or for reasons unrelated to a default by
HHFDC, then the HHFDC deposit will be returned to HHFDC with any accrued
interest thereon.

Ms. Takahashi referenced Act 231, Session Laws of Hawaii 2007, which authorizes
the issuance of $25 million in general obligation (GO) bonds for fiscal year 2007-
2008 for the acquisition and financing of Parcel A.

Ms. Takahashi noted that initially, the $25 million of GO bond proceeds, authorized
by Act 231, was anticipated to be the State’s initial equity contribution towards the
acquisition of Kukui Gardens.

As the State normally sells tax-exempt GO bonds, the proceeds of a tax-exempt GO
bond issue, generally must be used for government purposes and cannot be loaned to
a private entity for their benefit. EAH has clarified in its application for Hula Mae
Multi-Family bonds, that they are requesting a seller take-back loan of $25 million
which may jeopardize the tax-exempt status of the State’s GO bond issue.

The Department of Budget and Finance (B&F) was exploring financing alternatives
with their bond counsel, to determine an appropriate GO bond structure in order that
the GO bond proceeds can be utilized as proposed by EAH.

Ms. Takahashi said that the current and most immediate issue is the source of funds
for the $3 million HHFDC deposit. While B&F has GO bond proceeds available to
cover the $3 million deposit, the source of those funds is tax-exempt GO bond
proceeds. Therefore, B&F was evaluating alternative non-tax-exempt funding
sources for the $3 million deposit including the Dwelling Unit Revolving Fund
(DURF).

Ms. Takahashi stated that the deposit is an eligible use of DURF funds, which can
be used for carrying out the purposes of housing development programs, including
the acquisition of housing. Any DURF advance would be reimbursed from a GO
bond issue authorized by Act 231, and it is anticipated that B&F will issue taxable
GO bonds prior to the $25 million being required, to effectuate the purchase of
Parcel A. The $3 million advance from DURF will be repaid from the proceeds of
this projected GO bond sale.

Additional discussion ensued on the timing of the sale and financing structure for
the project.
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As such, Chairman King entertained a motion to go into Executive Session and take
up Item IV. B., Discussion on the financing for the acquisition of the Kukui Gardens
property, prior to making a decision.

Director Wathen moved, seconded by Director Smith.

Following the executive session, Chair King asked for a vote and the motion
was unanimously carried except for Director Wathen who abstained from
voting.

Chairman King asked for a motion to approve the discussion of Item III. B.

Director Toledo moved, seconded by Director Smith, for staff’s recommendation to:
(1) Approve the application cycles for the Fiscal Year 2008 Rental Housing Trust
Fund (RHTF) Project Award program; (2) Authorize staff to begin marketing of the
Fiscal Year 2008 RHTF Project Award application cycles; and (3) Authorize the
Executive Director to undertake all tasks necessary to effectuate the purposes of this
For Action.

Ms. Takahashi introduced Finance Manager, Darren Ueki, to present Item III. B.

Mr. Ueki gave a summary of the For Action, pointing out that the RHTF’s Capacity
Building Grant and the Predevelopment Loan Programs were temporarily suspended
by the Board in June of 2003, due to the lack of program funds and the Board’s
desire to focus on the actual production of affordable units.

Director Smith stated for the record, that $15 million out of the $50 million
originally requested, as a part of the Executive Budget, was approved by the
Legislature, for the funding of the RHTF.

In response to Director Smith’s inquiry about the Board having to approve the
RHTF Project Award application cycles, Mr. Ueki stated that by administrative
rules, funding cycles for the RHTF are to be approved annually by the Board.

Chairman King commented with regard to the suspension of the Capacity Building
Grant and Predevelopment Loan Programs, that there may be other organizations
available that provide funding for these types of activities.

There being no further discussion, Chairman King called for a vote on the motion.
The motion was unanimously approved.

Chairman King introduced Ms. Charleen Aina, Deputy Attorney General, and
called for a motion to go back into Executive Session for discussion on Office
of Hawaiian Affairs, et al. vs. HHFDC, et al, Civil No. 94-0-4207 (SSM), First
Circuit Court, Pursuant to Section 92-5(a)(4), Hawaii revised Statutes.

Director Kawamura moved, seconded by Director Lawrence, to move into
Executive Session.

Chairperson King asked for a motion to approve the discussion of Agenda Item
[I.C.

Director Wathen moved, seconded by Director Los Banos.

Chief Planner Janice Takahashi called on Mavis Masaki, Planner, to present the For
Action.

Ms. Masaki explained that following the Board's approval of proposed Chapter 15-
310, "Pineapple Workers and Retirees Housing Assistance Fund Program," Hawaii
Administrative Rules in July, staff had received the following comments and
concerns about the proposed rules: (1) First, there was concern that the requirement
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