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Aloha! It is a pleasure to present this annual report for the Hawai'i
Department of Agriculture for Fiscal Year 2008.

Farming has always been a challenging business, and this past year has
been some of the hardest economic times of our lives. As business and
industry work to adjust to these considerable pressures and position
themselves to go forward in this new reality, it becomes even more apparent
that we must support the farming industry here in our state and move
toward reversing our state’s dependency on imported foods, products
and energy. Raising our food self-sufficiency is key to a more stable
local economy.

We must continue to address the issues of protecting our best agricultural
land and assuring that adequate irrigation water is available for local
production. Support also means raising the public’'s awareness of what
is produced in Hawai‘i so that they can make conscience purchasing
decisions that support our farmers and communities.

As we continue to provide services that support agriculture in the state,
department is also looking ahead and continuously developing and updating
emergency plans in case of accidental or intentional introduction of serious
plant and animal pests and diseases that may have devastating affects
on our agricultural industries, economy and public health.

The department is also helping to lead the nation in developing food safety
programs that can trace food from the farm to the table. Combined with
efforts to help farmers and food distribution systems to increase good
agricultural practices, these efforts will increase food safety in our state.

As you read the pages of this report, know that the department and the
agricultural industry appreciate the support of all who understand the vital
role that Hawai'i's agriculture fills in our community.

Sincerely,

Sandra Lee Kunimoto, Chairperson
Hawai'i Board of Agriculture
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Planning & Development

The department actively seeks to protect existing
farming areas and promote increased access to and
productive use of the thousands of acres of prime
agricultural lands and infrastructure vacated by sugar
plantations throughout the state.

The department, as principal advocate for agriculture
among state agencies, offers consultative input into
county, state, and federal land use planning and
permitting, environmental program development and
implementation, and undertakes broader planning and
economic development efforts to ensure the availability
of agricultural resources and the growth of agricultural
businesses.

While modest in comparison to the visitor industry’s
$11.6 billion in economic activity, the economic activity
generated by diversified agriculture is solid and stable.
Furthermore, characteristics associated with
agricultural activity (scenic planted and open
landscapes, locally-grown fresh produce, reduction in
atmospheric carbon dioxide, groundwater recharge)
provide real value to Hawai'i residents and visitors.

The passage and enactment of the Important Agricultural
Lands Incentives Act (Act 233, 2008 Session Laws of
Hawai'i) fulfills the fundamental requirement in the
Important Agricultural Lands Act of 2005 that a wide
range of incentives be available to landowners and
farmers who have their qualified agricultural land
designated as Important Agricultural Lands. The process
and actions required of state and county agencies to
identify potential Important Agricultural Lands (IAL) and
have them designated are now set in motion, with the
department having a significant role in identifying and
designating IAL and implementing some of the
incentives such as the IAL Qualified Agricultural Cost
Tax Credit. This tax credit is the most significant
incentives as it encourages landowners/farmers to have
their lands designated IAL and to establish and maintain
their agricultural use by offsetting costs related to
agricultural production including development,
rehabilitation, and maintenance of agriculturally-related
roads and utilities, irrigation water facilities, leasehold
agricultural housing for farmers and farm workers,
equipment for crop cultivation, harvesting, and
processing; and professional services necessary to
obtain sufficient water and protecting a farmer’s right
to farm.
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The Hawai'i Department of Agriculture (HDOA) also
introduced a measure to mitigate problems arising from
the proliferation of “fake farms,” or subdivisions of
agricultural land where there is little or no agricultural
activity. A major impact of these subdivisions is that
they increase the value of agricultural lands for
residential use rather than agricultural production. The
price of land is often far beyond what a farm income is
able to afford. Farmers seeking to lease lands often
find lease terms and rents very short and expensive,
respectively. The measure requires every lot in
agricultural subdivisions approved after the bill's effective
date to be used solely for agricultural activities,
agribusiness, or subsistence farming; it requires the
counties to require lot owners of subdivided agricultural
lands applying for a building permit to substantially
establish agricultural activity and submit farm plans,
prior to approving building permits; and requires lot
owners to have recorded deed restrictions that run with
the land requiring agricultural use of the subdivided lots.
These features are significantly more rigorous and
descriptive than what currently exists in Chapters 205
and 46, Hawaii Revised Statutes. The department plans
to resubmit the bill for consideration by the
2009 Legislature.

The department also supported the protection of
agricultural lands and related infrastructure as well as
the expansion of diversified agriculture development in
general through a number of ongoing efforts. These
efforts included the submittal of testimonies and position
statements before county councils and departments,
state departments, state Land Use Commission, and
other organizations on agriculture-related issues such
as buffer zones to protect agricultural activities from
encroaching non-agricultural uses, ensuring subdivisions
of agricultural land result in the establishment and
maintenance of substantial agricultural activity, county-
level initiatives to protect prime agricultural lands,
facilitating discussions between farmers and
landowners on “good neighbor” and land tenure issues;
amendments to county agricultural zoning and
community plan ordinances; amendments to state and
federal environmental regulations affecting the use of
agricultural land and water resources.
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ADMINISTRATIVE SERVICES OFFICE

Elaine Abe
Administrator

Retired 6/08

Keith Aragaki from 9/08

The goals of the Administrative Services Office are
1) to meet the staff support needs of the department’s
programs and personnel by providing guidance, training,
information, efficient equipment and vehicles, and
adequate facilities, and facilitates the processing of
their requests in order to enhance managers’ decision
making capabilities and employee productivity; and
2) to meet the needs of the public by assisting them in
their requests or directing them to the appropriate entity
to address their needs.

The following is a list of projects that have been
completed:

€ Personnel Staff attended “Conducting
Investigation Certification Program”, and training
on Managing a Multi-Generational Work Force.
Conducted Labor Relations Workshops for
supervisors.
Instituted the statewide BU 01 Drug/Alcohol
Testing Program.
Coordinated training for all managers on
Domestic Violence and its impact in the
workplace
Personnel Staff conducted Performance Appraisal
System training.
Personnel Staff participated in Job Fair for
displaced workers of Aloha Airlines, Nordstroms
and Moloka'i Ranch.
Implemented the HDOA Workplace Violence
Action Plan.
Assisted the Plant Quarantine Program in
establishing and filling new biosecurity Plant
Quarantine Inspector positions and Plant Pest
Control Aides/Technicians.

€ Established new Hawai'i Electronic Procurement
System (HePS) buyers, as requested by
programs. In 2008, 25 solicitations were
awarded on HePS.

Implemented additional security procedures at
King Street Facility.

Updated and improved the contract checklist for
certification and encumbrance by creating
checklists by type of contract, and combining the
contract requirements of the department and
DAGS on one form.

Provided training on vehicle maintenance and
operation to new employees.

Issued new department identification badges to
all employees.

Updated O'ahu and neighbor island staff
directories.

Developed telecommunication database to
inventory all phone and data lines.

Installed DSL connection at Maui baggage claim
areas and frame relay connection at Captain
Cook.

Developed Pesticides Enforcement database.
Moved Pesticides labels to State’s server housed
at ICSD.

Removed Social Security numbers from
Requisition/PO system and Position/Personnel
System.

Created new calendar on State’s website to report
Market Analysis and News statistics.

Modified Pesticides Dealer Licensing application
to reflect new license number configuration.
Developed spreadsheet to generate Coffee
Inspection invoices.

* & & o o
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Major projects still in progress are:

€ Working with consultants to transfer Plant
Quarantine on-line system to be housed
at ISCD.
Continuing to network all O’ahu and neighbor
island offices to State’'s NGN.
Transferring applications to new APPX application
server.
Replacing server at Auiki Street.
Coordinating various capital improvement
projects to correct safety concerns and other
deficiencies, and make improvements at
department facilities including re-roofing and air
conditioning improvements at the King Street
facility, re-roofing at the Kahului facility, and retro-
commissioning projects at various facilities.

*e o o
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Auditing leave records of program record

keepers.

Reviewing and rewriting internal personnel

policies and procedures.

Implementing procedures for processing

contracts for services.

Continuing to update the department’s accounting

manual with existing procedures and new

guidelines and procedures for various

procurement and purchasing processes.

€ Attending State Procurement Office training
sessions on various procurement methods and
changes to the procurement law to provide
improved guidance and support to programs.

€ Attending HePS System Administrator training
sessions to provide oversight for the solicitations
conducted on HePS.

€ Creating a travel handbook to provide the
programs with a reference guide for Fiscal
transactions related to travel.

€ Providing training for managers on the
Department of Agriculture Limited English
Proficiency Plan, and conducting survey to
determine what kind of interpreter services and
in what languages these services are needed.

¢ Developing department-wide safety plan
including installation of proper signage and other
improvements in compliance with OSHA
requirements

€ Implementing the use of Grants.gov as a means

of searching and applying for federal grants

electronically.

* 6 o o

Other future projects include, implementing the transition
of the pCard system from PVS Net to Centresuite; this
includes updating the procedures and providing training
for the pCardholders, as required, establishing approval
routing for solicitations conducted on HePS, and setting
up journal vouchers in a shared network folder, which will
allow the programs to access information and use as a
tool for financial management, replacing administration
server at King Street, modifying Animal Quarantine System
application for web access, and developing a FAQ web
page for major personnel functions.

=~
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AGRICULTURAL DEVELOPMENT
DIVISION

Matthew K. Loke, Ph.D.,
Administrator

The Agricultural Development Division (ADD) serves to
promote the economic viability of commercial agriculture
in Hawai‘i by sponsoring joint marketing programs for
agricultural products with high revenue growth
potentials; facilitating the development and expansion
of marketing opportunities for targeted agricultural and
processed products; and providing timely, accurate and
useful statistics.

The landscape for Hawai'i agriculture improved slightly
compared to the previous year with two commaodity groups
emerging as clear market leaders — seed crop and
floriculture. Both these groups have surpassed sugarcane
and pineapples as leading revenue earners. After a 13-
year effort by the HDOA, Japan finally approved the
importation of potted anthuriums from Hawai'i under

specific quarantine conditions in July 2007. Governor Linda
Lingle called this development great news for Hawaii
anthurium growers. Notable achievements for ADD in
this fiscal year include the following:

€ Successfully petitioned the USDA Risk
Management Agency (RMA) to expand the Adjusted
Gross Revenue-Lite (AGR-Lite) insurance
program to all counties in Hawai‘i. This program
provides farmers with insurance protection
against low revenue due to unavoidable natural
disasters and market fluctuations that affect farm
income. Previously, federal crop insurance was
only available in Hawai‘i for macadamia nuts and
nursery plants. A pilot program is also available
now for papaya, banana and coffee.

¢ Awarded $208,000 for a marketing proposal
submitted to the USDA-AMS, Specialty Crop Block
Grant Program (SCBGP) FY 2006 and FY 2007 to
increase consumer awareness and generate
sales for Hawai'i specialty crops.

€ Successfully launched and implemented the
State’s new Livestock Feed Reimbursement
Program (LFRP) to help revitalize Hawai'i's
livestock industry, which is struggling with the high
cost of feed that must be imported from the U.S.
mainland. By assisting the livestock industry with
feed costs, the program will also help Hawai'i
livestock farmers to remain competitive with
mainland producers and contribute to Hawai‘i's
food security. The State Legislature appropriated
$6 million over two years for this program.

The KITV Morning Show went “live”
in August 2007 at the Green
Growers Farm in Hau'ula, where they
grow thejuicy vine-rippened Hau ula
tomatoes.

Farmer Terry Shintaku (back) and his
wife, Cindy (middle) and daughter, Erin
(right), welcomed KITV Morning Show
anchor Mahealani Richardson (left),
who just happens to love tomatoes.



\'
AGRICULTURAL DEVELOPMENT DIVISION A
d

MARKET DEVELOPMENT BRANCH
Todd Low, Manager

The mission of the Market Development Branch (MDB) is
to facilitate the development of the agricultural industry,
consisting of commodity groups of agricultural producers
and food processors, through the expansion of new and
existing markets.

Major Activities during FY08 were:
€ Matching Funds Promotional Contracts

This is the fourth fiscal year that the branch
implemented a new procedure to solicit and
award marketing funds under the State of Hawai'i
Request for Proposal (RFP) process. The
commodity groups that participated included the
Hawai'i Egg Producers Association (HEPA), the
Hawai'i Food Manufacturers Association (HFMA),
the Hawai'i Export Nursery Association (HENA),
the Hawai'i Cooperative of Organic Farmers
(HICOF), the Hawai'i Tropical Fruit Growers
Association (HTFGA), the Kona Coffee Council
(KCC), and the Hawai'i Papaya Industry
Association (HPIA). The applications fell into three
pre-determined categories:

® Distribution systems focusing on
encouraging Hawai'i Ag-businesses
(minimum of four) to pool resources in
order to improve efficiency in
transportation/shipping, distribution,
sales representation, or consolidation
issues. There were three awards in this
category.

® Mainland and international trade shows
focusing on Hawai'i-theme exhibits with
a minimum of four unrelated companies
attending the trade show. There were
six awards in this category.

® |ndustry education and promotion of
agriculture focusing on producer
competitiveness, human capital capacity
building, and marketing efforts to
support Hawai'i's agriculture. There
were 11 awards in this category.

The program attracted 18 applications from eight
trade associations and funded 16 applications
for a total of $158,675. Based on past results,
the Matching Marketing Funds program is
expected to support an estimated $3 million in
annual sales.

€ Seals of Quality Program

The Hawai'i Seals of Quality (SOQ) program was
launched in May 2006 with 12 companies
representing the cream of the crop of Hawai'i's
agricultural producers. The SOQ program was
established to protect the integrity and value of
the marketing cachet for Hawai'i branded farm
and “value-added products.” Products with this
seal are genuine, Hawai’i-grown or Hawai'i-made
premium products, a guarantee that is enforced
by the State of Hawali'i.

MDB was able to increase the number of
participants in the SOQ program to approximately
40 during FYO08 through several marketing
development efforts. In terms of marketing
collateral, MDB developed a consumer-focused
brochure and added a pop-up panel display and
video kiosk to its marketing tool box.

MDB promoted the SOQ program through
displays at community events, including Ag
Awareness Day at the State Capitol, Wahiawa
Pineapple Festival, Chefs du Jour events on
August 11, 2007 & June 21, 2008, and Coffee
Fest at the Hilton Waikoloa, among others. The
online channel was accessed via a new food site
called ShareYourTable.com and a new O“ahu
Visitors Bureau site which translated the existing
SOQ information into Japanese. Promotional
projects will continue to focus on the online and
print media, and international markets.

Livestock Feed Reimbursement Program

Developed based on parameters established in
Act 221, SLH 2007. The purpose of the program
is to create a livestock revitalization and food
security program to administer and disburse
funds to qualified cattle, dairy, hog and poultry



N

:’/A AGRICULTURAL DEVELOPMENT DIVISION
] i

10

farms. A Qualified Producer is defined as any
person that, at the time of application, is in the
business of producing the following: milk from a
herd of not less that 350 cows or poultry from a
flock of not less than 3,000 birds or pork from a
herd of not less than 50 sows or beef producers
who finish at least 100 head annually.

Reimbursement amounts are limited to a
percentage of the feed costs excluding
transportation and are capped at $250,000 per
vendor annually. For FY08, the program has
dispersed approximately $2 million to more than
20 applicants.

USDA National Organic Certification Cost-Share
Program

This four-year USDA program reimburses organic
producers and handlers 75 percent of their
certification cost (up to a maximum of $500). The
cooperative agreement between USDA and the
State of Hawai'i extended from October 1, 2004
to September 30, 2008. Organic certification is
an important marketing tool for organic farmers.
As of September 30, 2008, MDB had reimbursed
116 applications totaling over $38,000 statewide.
The $40,000 funding for this program was fully
expended prior to the expiration of the cooperative
agreement. Applications for an additional $10,000
were received after the funding limit was reached,
showing the popularity of the program and its
benefit to organic growers and handlers
in Hawai'i.

Local Market Promotions and Activities

€ Hawai'i Lodging, Hospitality, and Foodservice

Expo in Honolulu - July 11-12, 2007

Featured new product s included local ground
beef and Kulana’s 21-day dry-aged, grass-fed
beef and a new vaierty of cantaloupe from Aloun
Farms. HDOA along with the Aquaculture
Development Program was recognized and
awarded a First Place plaque in the best booth in
the Expo which includes discounted booth space
in the 2008 Expo. The event attracted nealy 6,000
buyers-chefs, caterers, retail grocers,
convenience stores, hotels, military, and others.

Made in Hawai'i Festival in Honolulu -
August 17-19, 2007

MDB coordinated the chefs demonstrations at
the 12th Annual Made in Hawai'i Festival at the
Neal Blaisdell Center, which consisted of more
than 400 booths and attendance of more than
37,000 in attendance. The chefs included Derek
Kurisu of KTA Super Stores, Eldon Ricardo of
Holokai Grill, EImer Guzman of Poke Stop, Grant
Sato of KCC, Greg Denton and Mark Ellman of
Mala Ocean Tavern, Fred DeAngelo of Ola
Restaurant, University of Hawai'i Coaches Chili
Cook-off, Michael Imada of Waikiki Hyatt Resort,
and Bill Bruhl of Bluwater Grill. Nearly 4,000 food
samples were served during the cooking
demonstration. The chefs prepared dishes
made from Island Fresh products. The area was
decorated with Hawai'i-grown fruits, vegetables,
flowers, and foliage from local farmers. Five local
retail florists decorated the perimeter of the
cooking demonstration area.

Derek Kurisu (right) of KTA
Superstores on Hawai'i Island
entertains the audience during
the cooking demonstrations at
the Made in Hawai'i Festivals.
Assisting Derek are Tom Asano
(left) of Kulana Foods and Chef
Jason Takemura (center) of
Hukilau Honolulu.
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Mainland and International Promotions and Activities

€ Natural Products Expo West Trade Show in
Anaheim, CA — March 14-16, 2008

Haway'i participated in the world’s largest natural,
organic and healthy products trade show
attended by more than 52,000 industry
professionals from across the globe. It also
attracted a record 3,392 exhibits to the Anaheim
Convention Center in California. The Big Island
Bee Company, Big Island Organics, Hawaiian
Health Ohana, Hawaiian Host, NOH foods of
Hawayi’i, Noni Biotech International, and Tropical
Traders Specialty Foods participated in the
Hawai’i section. The $57 billion dollar natural
and organic products industry continues to enjoy
brisk sales with strong growth in certified organic
meat and seafood, herbs and botanicals, and
personal care. Estimated sales attributed to the
event as reported by participants were
$1.4 million.

€ Produce Marketing Association (PMA)
Convention and Exposition in Houston TX —
October 13-15, 2007

Six companies filled a 20’ X 30’ island booth at
the PMA Expo in Houston, TX. Participating
companies included Alembic International, Happy
Hawaiian Plants, Hawai'i Papaya Industry
Association, Hawali'i Tropical Fruit Growers
Cooperative, Hawaiian Sunshine Nursery, and
Ohana Banana Company. An estimated
$1.3 million in sales were attributed to the event.

€ Western United States Agricultural Trade
Association (WUSATA)

Promotion of the Branded Program via seminars
in Kahului and Hilo and webinar presentations,
one of which was specific to Hawai'i, resulted in
three new Hawai'i companies joining the 2008
Branded Program. The Taiwan Direct Marketing
Activity included a follow-up presentation to
discuss the consumer sensory evaluation of the
nine products selected for testing, seven of which
were from Hawai'i companies. The WUSATA
State Export Intern Program provided Hawai'i with
an intern to produce an export trade reference
containing export requirements for Hawai’i
Agricultural Products. This document will begin
with some of the commaodities that are ready for
export, such as chocolate, coffee, honey,
macadamia nuts, and papayas to Canada, China,

Hong Kong, Japan and Taiwan.

MARKET ANALYSIS & NEWS BRANCH

The Market Analysis and News Branch (MANB) is
responsible for enhancing the effectiveness and efficiency
of agriculture by conducting economic, market and
business feasibility research, evaluating the efficiency and
effectiveness of market development programs, collecting
data on agricultural commodity shipments, supply and
wholesale prices and disseminating information through
various media. Through these functions, MANB assists
the State’s agricultural industry in its development and
expansion efforts and provides sound input for program
planning and policy making within and outside
the department.

MANB is tasked with two primary, yet distinct functions.
The first involves research on all market aspects of
agricultural products. Towards this end, MANB conducts
some four research studies annually. The second function
is carrying out the market news program, jointly with the
Market News Branch of the Agricultural Marketing Service
(AMS), United States Department of Agriculture. This
program provides up-to-date information on current market
conditions, wholesale market prices throughout the state,
movement of fresh fruits and vegetables, and supply and
demand information on different products.

Activities and accomplishments for FY 2008 included the
following:

€ Completed and jointly published a study with the
University of Hawai'i at Manoa, College of Tropical
Agriculture and Human Resources (UH-CTAHR)
entitled, “Comparative Advantage Trends of
Selected Hawai'i Agricultural Products in the U.S.
Mainland Market,” Economic Issues, Feb. 2008,
El-14.

€ Completed and jointly published a study with UH-
CTAHR entitled, “The Contribution of Agriculture
to Hawai'i's Economy: 2005,” Economic Issues,
Jan. 2008, EI-13.

€ Completed an internal study entitled, “Wahiawa
Irrigation System Economic Impact Study.”

€ Completed annual estimation of Hawai'i's fresh
fruit and vegetable inshipment for the 2007
calendar year, which will be published in the
upcoming Statistics of Hawai'i Agriculture 2007.

€ Assisted in a study entitled, “Economic Impacts
of Agricultural Reservoir Closures in Hawai'i” to
provide technical expertise in economic impact
analysis model application and data analysis.

11
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Provided technical assessments, data extraction
and analysis, study evaluations and research
briefs to both internal and external clients of the
department. Some examples include the
following:

® Technical review of a study entitled, “Haway’i
Agricultural Water Use and Development
Plan,” UH-CTAHR.

® FEvaluation of the Hawai'i Farm Bureau
Federation’s management practices of its
grant-in-aid projects.

® Data and statistical analysis on Hawai'i's
macadamia nut industry’s global competition
and update on U.S. macadamia nut imports.

® Data and statistical analysis of changes in
fuel surcharge-handling and commodity
prices in Hawai'i over 2007-2008.

® Data and statistical analysis of changes in
world fertilizer prices over 2007-2008.

® Statistical update of Hawai'i's papaya
production and trade, for papaya Market
Report. Also compiled and provided papaya
export data to USDA-NASS and USDA-AMS
for use in their monthly reporting.

® Monthly reports on volume inshipment of
fresh fruits and vegetables into Honolulu for
use by HAS/USDA-NASS Hawai'i Field Office.

Continued to collaborate with the HAS/USDA-
NASS and the National Association of States
Department of Agriculture (NASDA) in enhancing
the data collection efforts of the MANB.

Continued to collect, compile, publish and
disseminate weekly reports on a timely basis with
limited personnel. Published 416 reports which
include:

® Honolulu Wholesale Prices of Fresh Fruits
and Vegetables;

® Neighbor Island Wholesale Prices of Fresh
Fruits and Vegetables;

® Weekly Honolulu Arrivals of Fresh Fruits and
Vegetables;

® Honolulu Barge Arrivals; and

® Honolulu Wholesale Egg Market.

HAWAII AGRICULTURAL STATISTICS BRANCH
Mark Hudson, State Agricultural Statistician/Director

The Hawai'i Agricultural Statistics (HAS) Branch is a
cooperative effort between the Hawai’i Department of
Agriculture and the National Agricultural Statistics Service,
U.S. Department of Agriculture. This partnership, spanning
over four decades, allows the efficient use of state and
federal resources, while at the same time provides a
comprehensive array of agricultural intelligence and
reduces respondent burden.

Major activities of the branch included data collection,
analysis, and timely publication of agricultural statistics of
the State. The result of these efforts was a measure of
total farm-gate estimated value of $582 million during
2006. Most of the data collection efforts were in the
diversified agriculture sector, which was valued at
$456 million in 2006.

Activities during FY08included the following:

€ Completed Census of Agriculture Area Coverage
Survey.

€ Collected 2007 Census of Agriculture Data.
€ Published Hawai'i Ag Tourism Release.

€ Began publishing sod value of production in our
Hawai'i Flowers and Nursery Products Annual
Summary release.

€ Published 130 reports.

€ Made over 15,000 individual contracts via
personal interviews, telephone, and mail
guestionnaires.

@ Distributed more than 40,000 releases to
farmers, other individuals, businesses,
universities, and governments worldwide.

€ Answered more than 1,000 individual requests
for information by mail, telephone, and office
handouts.

Statistical reports are available on the HDOA website at:
www.hawaii.gov/hdoa/ and free e-mail subscriptions are
available at www.usda.gov/sub-forms.htm
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AGRICULTURAL LOAN DIVISION

Dean Matsukawa
Administrator

The Agricultural Loan Division operates the
Agricultural Loan Program and Aquaculture Loan
Program. The program’s primary objective is to
promote the development of the state’s economy by
stimulating, facilitating, and granting loans to qualified
farmers, ranchers, aquaculturists and food
manufacturers.

The program works with private lenders through
participation loans and provides loan guaranties to
increase the amount of funding available to agriculture
and aquaculture industries. The program provides direct
financial assistance to those that are unable to obtain
financing from conventional sources. The division also
serves as a safety net for agriculture and aquaculture
industries by providing assistance in times of emergency.
The program is self-sufficient, operating through interest
collections, and is able to achieve its objectives of growth,
development and preservation of the agricultural and
aquacultural industries without any taxpayer funding.

The Agricultural Loan Division is committed to the growth,
development, and well-being of the agricultural and
aquacultural industries in Hawai'i. For FY08, the division
provided 23 loans totaling $2,121,500 in low interest
financing for agriculture. The loans funded a wide variety of
projects including land purchase, expansion of farm
operations and improvement of farm infrastructure. The
emergency loan program provided relief and assistance to
farmers that were affected by the heavy rains, flooding, winds
and wildfires. The types of farm operations assisted were
varied and included truck crops, nursery, papaya, orchid,
vegetable and flower operations.

The division’s mission is to support economic development
by supporting the agriculture and aquaculture industries.
These industries have been experiencing rapidly escalating
energy costs which significantly affected operations. The
unprecedented high oil prices resulted in higher
transportation, fuel, fertilizer and chemical costs for farmers
making their operating environment very challenging. A new
loan program was created to help full-time farmers, ranchers
and aquaculturists become more sustainable by reducing
dependence on fossil fuels. Projects would create
renewable energy through sources such as photovoltaic,
hydroelectric, wind, methane, biodiesel, and ethanol. The
program also allows for funding of food safety projects to
create a safer food supply for the citizens of Hawai'i.

Major activities and accomplishments of the program for
FY08 were as follows:

® Approved 23 loans for $2.122 million during FYO08.
The loans helped farmer and aquaculturists retain
or increase acreage by 2,867 acres. The division’s
loans also helped to preserve or increase
employment for 259 farm employees and laborers.

On August 12, 2007 a wildfire
began in Waialua, O'ahu that
lasted five days and burned
approximately 7,000 acres in
the area. An emergency loan
was provided to James Song
to help him to recover from the
fire that destroyed a
substantial amount of his
papaya and banana crop.

13
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Above: Hui Ku Maoli Ola LLC, owned by Matthew Schirman and Richard Barboza, has been rapidly increasing
production of native Hawaiian plants at their nursery in Haiku, O’ahu. The division provided them with financing to
acquire additional farm land to further increase their production.

® The division’s loan portfolio as of June 30, 2008
was valued at $15.37 million with 205 loans
booked. The loan breakdown by county is as

follows:
Hawai'i County $5.86 million
O’ahu County $3.18 million
Maui County $4.81 million
Kaua'i County $1.52 million

® Collected $2.73 million in FY08. Of the amount
collected $646,860 was in interest and $2.085
million was in principal.

® Activated an Emergency Loan program to help
farmers recover from wildfires which affected the
State in August of 2007.

® The division modified nine loans during FY08 for
a variety of purposes including change in lien
position, release of collateral, payment relief, etc.

® Activated an Emergency Loan program to help

farmers recover from storms which affected the
state in December of 2007.
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The Agricultural Resource Management Division (ARMD)
works to ensure that the State has adequate and reliable
sources of agricultural water, farmland, infrastructure
for farming, and agricultural-related processing
facilities. The division provides administrative oversight
over a majority of state agricultural land in production,
processing facilities, and several irrigation systems
statewide.

By maintaining and operating abandoned plantation
irrigation systems, the division supports and
encourages the development and expansion of
diversified agriculture on former mono-crop plantation
lands.

Activities for FY 2008 included the following:
Capital Improvements

€ Earthquake Recovery
Nearly two years after the October 15, 2006
earthquake devastated the Honokaa-Paaauilo
and Waimea Irrigation Systems, HDOA can finally
see the light at the end of the tunnel. Over the
past year, the HDOA has made significant
progress to restore the two systems.Notable
projects completed include the Alakahi Intake
Restoration — Phase 1, which removed landslide
material and repaired the stream crossing tunnel
roof; debris and sediment removal from 28
tunnels which totaled over 10,000 linear feet;
replacement of the 90-foot long Waimea Flume
No. 1 which catastrophically failed; and the
restoration of the Waimea Access Trail that was
decimated by landslides. Completion of these
projects enabled the HDOA to substantially
restore irrigation water flow back into the systems.
HDOA currently has four ongoing earthquake
related projects remaining that are anticipated to

be completed by the end of the year and another
project scheduled for completion in early 2009.
The most difficult and dangerous project
remaining is the Alakahi Intake Restoration
Phase 2 which is located deep in Waipio Valley.
This project will provide additional reinforcement
for the intake structure that will help minimize
damages from future landslide occurrences.
Thus far, HDOA has secured over fourteen million
dollars worth of projects which include federal
funding from the USDA-Natural Resources
Conservation Service. The road to recovery has
been along and grueling journey. When damages
from the earthquake are repaired and flow is fully
restored in the systems, the agricultural
community will have a reliable source of irrigation
water. The department foresees the Honoka'a-
Paauilo and Waimea Irrigation Systems as major
contributors to the state’s agricultural economy
in the near future.

Waimanalo Irrigation System

As the HDOA's oldest system, the Waimanalo
Irrigation System is looking forward to much
needed improvements that will help to maximize
efficiency in transportation of irrigation water.
Constructed in 1878 for the Waimanalo Sugar
Company, the Maunawili Valley collection system
consists of approximately four miles of open
ditches, pipe siphons, culverts, flumes, and
tunnels which transports irrigation water to the
60 million gallon (MG) Waimanalo Reservaoir.

Age, weather, and lack of resources have led to
a steady deterioration of the system, including
severely eroded ditch embankments, leaking
flumes and culverts, landslide damages,
overgrown access roads, root damages from
large trees, and seepage of unlined ditch
sections.

The HDOA received a $6 million appropriation
which couldn’t have come at a better time. Funds
will be used to design and construct
improvements that will mitigate the deficiencies
and enable the department to capture, retain, and
deliver the maximum amount of irrigation water
to the Waimanalo agricultural community.

In the interim, HDOA staff and farmers who
graciously volunteered their services have been
actively taking on smaller projects to help
minimize leakage throughout the system. Debris
catchment baskets were fabricated and installed
at several open ditch sections to reduce potential
clogging of downstream grates.
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Another project involved installation of a sheet
metal lining in a deteriorated and leaking section
of unlined open ditch. If all goes well, construction
could begin as early as Fall 2009and the
Waimanalo Irrigation will be on its way to a more
reliable source of irrigation water.

Waimea Irrigation System

Another system scheduled for major upgrades
is the Waimea Irrigation System (WIS). As the
department’s second most productive system,
the century year old WIS transported over 340
million gallons per year to approximately
640 acres.

The majority of use comes from the Lalamilo
Farm Lots which produce an assortment of crops
including Chinese cabbage, tomatoes,
asparagus, strawberries, cantaloupe,
watermelon, and a wide variety of lettuce. Over
the past few years, the distribution system which
services the Lalamilo Farm Lots has encountered
several pipeline failures stemming from
deteriorated inner walls. Each occurrence
resulted in water losses, crop disruption,
temporary “shut-down” of the system, and
emergency repairs.

Design of the “Lalamilo Distribution Pipeline
Replacement Phase 2” project was completed
earlier in the year and construction is anticipated
to begin by the end of 2008. This phase of work
will include replacement of service laterals,
meters, pressure reducing valves, and
installation of approximately three miles of new
distribution pipeline which will vary in size from
eight to 24 inches in diameter. Issues regarding
low pressure in the system will also be
addressed which will provide farmers more
flexibility in irrigation of crops. The department is
eager to implement these improvements which
will allow farming in Waimea continued success.

Non-Agricultural Park Lands Program

The non-agricultural park lands program rules
went into effect on December 6, 2007. The
parcels identified for the initial transfer are being
processed by the Department of Land and Natural
Resources so a Governor’'s Executive Order can
be issued to formally transfer the lands to the
HDOA. Following the formal transfer, the HDOA
will begin actively managing the parcels.
Identification of the next group of parcels is
currently underway.

Ronald and Dora Okazaki operate a 10-acre farm
in Panaewa under the non-agricultural park lands
program. Mr. Okazaki was a school teacher at
Laupaho’eho’e schools for 30 years. While there,
he started a mail order business selling ti leaf
and anthuriums as a side business. Upon
retiring, Mr. Okazaki started up his cut foliage
business and is currently harvesting leaves from
his plantings that include ti leaf, Song of India,
lauhala leaf, red ginger, banana leaf, and various
types of palms.

Mr. Okazaki exports to California and Seattle;
however, the bulk of his business is done locally.
His local clients include: Green Point Nursery,
Pacific Floral, Floral Resources, Hata’s, Hawaiian
Green House Nursery, Orchids of Hawaii, Hawaii
Tropical Foliage, Lillies of Kona, and Flowers for
Mama in Kona. Mr. Okazaki is constantly looking
for more items to add to his well kept nursery.

Raymond Tanouye dba Mountain Meadows, Inc.
also operates a farm in Panaewa under the non-
agricultural park lands program. Mr. Tanouye
started Mountain Meadows, Inc., which consists
of 2.468 gross acres, approximately four to five
years ago. Prior to starting his landscaping
business, Raymond worked for an anthurium
farm for 30 years. He had absolutely no
experience with landscaping plants when he
decided to venture out into this new business.

Like many starting out, Mr. Tanouye had no funds
to start. He decided to see his banker of 40 years
and ask to borrow some money. With no
hesitation, he was granted a $200,000 loan by
his banker, confident that Raymond would “make
it happen”. Today, Mr. Tanouye’s nursery brings
in approximately one million dollars per year. He
exports to Honolulu, Maui, and Kauai and
supplies various companies on the Big Island.
He ships a forty foot trailer to Maui Island weekly.

Raymond’s work crew consists of six people,
including him. Although Mr. Tanouye is nearing
71 years of age, he obviously loves what he does
and has no intention to quit just yet.

Agricultural Parks Program

Hawaiian Sunshine Nursery started in 1978 in
the backyard of the home of its founders Sandy
Kasman and David Fell. From its humble
beginnings, the husband and wife team built
Hawaiian Sunshine Nursery to become one of
the largest producers of nursery products
in Hawaii.
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Hawaiian Sunshine Nursery specializes in
growing bromeliads and tropical foliage for the

retail, landscape, and resort indu