REPORT OF THE CHIEF EXECUTIVE OFFICER

October 31, 2007

1. Administration

A

Legislature and Annual Budget

The Supplemental Budget (FYQ9) review and update process has been
initiated at DBEDT. Financial plan, funding allocation reports and draft
budget testimony preparation are ongoing.

Media and Communication Items

Avrticles were written regarding the Piers 5 & 6 project following release
of the Demand for Arbitration to the media by Ken Hughes:

1. Andrew Gomes, Honolulu Advertiser, October 24, 2007
(Exhibit A)
2. Nina Wu, Honolulu Star-Bulletin, October 24, 2007 (Exhibit B).

Out-of-State Travel to the Ports of Long Beach and Los Angeles

Attended a site visit of the Ports of Long Beach and Los Angeles on
October 10-12, 2007, to learn more about how the ports are structured,
managed and operated. The trip was organized by the Hawaii Harbors
Users Group (HHUG) and included several members of HHUGS, Speaker
Calvin Say, House Transportation Chair Joe Souki, and Barry Fukunaga —
Director of Transportation. Port of Long Beach Executive Director,
Richard Steinke and members of his management team met with the
Hawaii contingent and provided tours and informational briefings.

2. Project Reports

A

New World Diver’s Inc. (NWD)
NWD will provide a status update at this month’s meeting.
Piers 5 & 6 Public Advisory Group (PAG)

A report by the Public Advisory Group will be made under a separate
agenda item.



C.

Hawaii Harbors Project (HHP)

1.

Harbor Modernization Plan (HMP) Initiative

A State Administration-Cabinet Level team has been assembled to
address the critical need to upgrade statewide harbor infrastructure
due to long deferred improvements, and the need to meet the
demands of a growing State economy.

The team is comprised of the Director of Transportation (Barry
Fukunaga), Director of DBEDT (Ted Liu), Director of Budget and
Finance (Georgina Kawamura) and the Attorney General (Mark
Bennett). A Core Group has also been formed to support the team
consisting of Mark Anderson (Deputy Director DBEDT), Pearl
Imada Iboshi (State Economist), Scott Kami (Bond Manager B&
F), Mike Formby (Deputy Director Harbors) and Sandy Pfund
(ATDC).

A plan entitled “Harbor Modernization Plan (HMP)” was
developed by the Core Group and presented to the Governor on
August 8, 2007. Governor Lingle supported the project and agreed
to have senior management commit time and resources to the plan,
subject to agreement by the maritime industry to commit to a
unified plan of action. On August 14, 2007, a meeting was held at
the Governor’s Office with the Hawaii Harbors Users Group
(HHUG) to present the HMP. The Governor addressed HHUG
and stated her support for the plan and asked HHUG if they were
likewise willing to support a unified development plan. HHUG’s
agreed to move forward to negotiate and subsequent meetings have
been ongoing. A copy of the HMP was provided to the ATDC
Board at its meeting on August 29, 2007.

The HMP calls for ATDC to become the “development arm™ for
harbor infrastructure development on a statewide basis. The
current estimated cost of all projects in the HMP is $1,071 billion.
The project list, along with a financial analysis of how to pay for
the cost, was shared with HHUG members, who are in the process
of collaborating on its recommendations for any adjustments to the
project list.

If the plan moves forward, legislative changes will be required to
ATDC’s enabling statutes, including a possible name change to
cover its broadened development powers, authority to develop
harbor projects on a statewide basis, additional staffing positions,
and an increase in members to the ATDC Board to include



maritime industry representatives. Staff has drafted the initial
legislative bill justification sheet for consideration.

Sand Island Expansion Project
Relocation Site for the University of Hawaii Marine Center

The SOEST Program needs to be relocated from its current
location at the Kapalama Military Reservation for the development
of the new Kapalama Container Terminal. A site on Sand Island
next to the Honolulu Community College Marine Education
Training Center (METC) is desired by UH for a combined
permanent facility. Piers 34/35 have been selected as the site for
an interim facility.

An agreement in principle has been reached between the parties for
relocation and described in a letter submitted by the University of
Hawaii dated August 30, 2007.

Belt Collins has been tasked to develop the site plan for the Sand
Island facility and contracting is in process for a consultant to
develop the site plan for the facility at Piers 34/35.

Trade of Operational Areas between Matson Ro/Ro
Operations (Pier 29) and Aloha Cargo Transport (ACT) at
Pier 2

A trade of operational areas is in the planning phase due to the
development of the new Kapalama Container Terminal, which
would make the Pier 29 area incompatible with the proposed
relocation of Pacific Shipyard to an adjoining site. Additionally,
Matson’s new C-9 class ship will be unable to berth at Pier 29 due
to inadequate draft. Team meetings with Harbors staff and all
affected users have been ongoing each week in order to ensure an
orderly relocation process. The trade of operational areas is
expected to be complete the week of November 19, 2007.

Keehi Industrial Lots — Sand Island, Pier 60

A Request for Proposals (RFP) has been drafted for the proposed
redevelopment of the 20-acre site, which is comprised of reclaimed
land. The RFP includes the planning, design, development,
construction, operation and maintenance of an industrial park
complex to provide opportunities for maritime or maritime-related
uses.



A letter describing the State’s proposal to redevelop the area has
been sent to all month-to-month tenants, key legislators and district
Councilmember Romy Cachola.

The final draft of the RFP and the request to the Board of Land and
Natural Resources (BLNR) for approval to issue the RFP is being
circulated with the Harbors Division for approval. Staff is
targeting submittal of the BLNR action in time for the

November 9, 2007 meeting of the BLNR.






