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  BACKGROUND

 Kamehameha Schools Bernice Pauahi Bishop Estate (“KSBE”) was created in 1884 pursuant

to the Last Will and Testament and Codicils (the “Will”) of Ke Ali’i Bernice Pauahi Bishop,

the last direct descendant of Hawai’i’s royal Kamehameha line (see the Will attached as
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Exhibit A).  In her Will, Princess Pauahi set forth that her inheritance be used “to erect and

maintain in the Hawaiian Islands two schools, each for boarding and day scholars, one for

boys and one for girls to be known as, and called the Kamehameha Schools.”

 

 Under the auspices of the Will, the Kamehameha School for Boys first opened October 3,

1887 with thirty-four students.  Seven years later, on December 19, 1894, the Kamehameha

Schools for Girls began operating with twenty-seven students.

 

 Through the decades, what began as two separate schools is now one of the largest private

schools in the United States and provides a variety of educational opportunities.  Today,

KSBE educates approximately 4,000 students every year.

 

 On February 2, 1939, the IRS determined that KSBE was a tax-exempt organization under

Section 101(6) of the Revenue Act of 1938 (predecessor to IRC Section 501(c)(3)), which

the IRS reconfirmed by a letter dated November 28, 1952.  Additionally, the IRS determined

that KSBE was an educational organization under IRC Section 501(c)(3) on April 16, 1969.

On September 10, 1986, the IRS reconfirmed KSBE as an exclusively charitable trust under

Section 501(c)(3) of the Internal Revenue Code and as an educational institution under

Sections 509(a)(1) and 170(b)(1)(A)(ii) of the Internal Revenue Code, respectively.

 

 For over one hundred years, the Kamehameha Schools have continuously provided quality

education to descendents of Hawaiian ancestry (see the technical advice memorandum

regarding KSBE’s admissions policy attached as Exhibit B).  In those years, approximately

17,000 students have graduated from the Kamehameha Schools.
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 The educational purpose of KSBE is articulated in its Mission and Vision Statements.  These

Statements will help guide future Trustees in their effort to provide a quality education to

children of Hawaiian ancestry.
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 MISSION

 Kamehameha Schools Bishop Estate exists to carry out in perpetuity the wishes of Ke Ali’i

Bernice Pauahi Bishop to educate children and youth of Hawaiian ancestry to become good

and industrious men and women. This Mission will be accomplished through the Kamehameha

Schools as resources permit.

 

 To accomplish this Mission KSBE will:

q Promote the educational development and growth of all people at KSBE;

q Foster Protestant religious worship, morals and spiritual values;

q Prudently and actively manage assets to meet our educational goals;

q Conduct ourselves with a clear commitment to po’okela – excellence;

q Encourage, cultivate and inspire students, graduates and staff to serve the Hawaiian

community and the community at large;

q Preserve and perpetuate Hawaiian culture, traditions and values;

q Instill throughout the organization Hawaiian ancestral values including: Pono – To be

moral and proper; ‘Imi ‘Ike – To seek Knowledge; Laulima – To work cooperatively;

Lokomaika’i – To share; Na’au Pono – To possess a deep sense of justice; Malama –

To care for each other; and Ha’aha’a – To be humble.
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 VISION

 To carry out in perpetuity the wishes of Ke Ali’i Bernice Pauahi Bishop to educate children

and youth of Hawaiian ancestry to become good and industrious men and women, the

Kamehameha Schools Bishop Estate embraces as its Vision for KSBE the following 3 R's of

Educational Responsibility:

 

 Reach.  The Trustees of KSBE commit themselves to expanding the reach of

KSBE educational resources to children and youth of Hawaiian ancestry

through the prudent management of assets, planned increases in enrollment in

existing programs and selective new programs, and through the use of new

teaching and telecommunications technologies.  The staff of KSBE commit

themselves to assist the Trustees in achieving the educational goals and

objectives of KSBE.

 

 Readiness.  The administration, faculty and staff of Kamehameha Schools

Bernice Pauahi Estate commit themselves to readying children and youth of

Hawaiian ancestry to become good and industrious men and women through a

planned program of high quality and cost-effective educational services.

 

 Return.  The alumni and students of Kamehameha Schools commit themselves to

returning to the Hawaiian community through their leadership and service some of

the benefits they have received from their association with Kamehameha Schools.

 

 ORGANIZATIONAL GOALS
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 Understanding the tasks required of all at KSBE to insure the successful implementation of

the Will of Ke Ali'i Pauahi will be reflected in KSBE’s statement of Goals. Although to be

developed as a part of the strategic planning process described below, these Goals will be

designed as organizational goals that will be used to shape both the current strategic planning

activity, and subsequent operational planning endeavors. These Goals will be reviewed by the

executive staff of KSBE who are the individuals who will participate in the development of

the Goals and the development of appropriate strategic objectives. The strategic objectives

will be specific, time-limited, measurable and achievable. The timetables and strategies for

accomplishing these objectives will be detailed in a series of KSBE operational plans that will

be developed based on the strategic plan.
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 EDUCATION PROGRAMS AND SERVICES

 

 Current Educational Programs

 

 Kapalama Campus: On its central Kapalama Height Campus (“Kapalama Campus”),

located on six hundred acres of land in Honolulu, KSBE operates the Kamehameha

Elementary School and Kamehameha Secondary School (“Kamehameha Schools”).  A

preschool is also located on the Kapalama Campus.

 

 The Kamehameha Elementary School curriculum is designed to prepare children for a

challenging college preparatory education at the Kamehameha Secondary School (“Secondary

School”).  The curriculum emphasizes development of the whole child through academics,

social skills, the arts, culture and physical education.  Additional activities foster cultural

awareness and promote social, emotional and spiritual development.

 

 The Secondary School is a college preparatory school for Hawaiian students.  The student

body numbers approximately 2,500 in grades seven through twelve.  In addition to

classrooms and laboratories, the Secondary School includes two learning centers, a television

studio, a performing arts complex, athletic facilities and a chapel.  There are also dormitories

for about five hundred boarding students.

 

 The academic program at the Secondary School is rigorous.  Extensive offerings in the

academic areas (e.g., English, science) as well as performing and visual arts and health and

fitness, challenge students and prepare them for the future.  In addition, an honors program

with advanced placement courses in all major subject areas is offered to the academically

talented students.  The Secondary School also offers its students a wide range of
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extracurricular activities and special opportunities outside Hawai’i, such as the Student

Exchange Program and the Summer Talent Search Program.

 

 Approximately four hundred and fifty students graduate from the Secondary School annually.

Over ninety percent of Kamehameha graduates continue their education at institutions of

higher learning, including such schools as Harvard, Stanford, Princeton and Columbia.

Kamehameha graduates are among the ranks of doctors, engineers, business and government

leaders and other professionals throughout the United States and the world.

 

 Additional Educational Facilities: In line with its vision of expanding KSBE’s educational

resources to children and youth of Hawaiian ancestry, KSBE has started elementary schools

on each of the islands of Maui and Hawai’i.  Additionally, KSBE operates family-based

education centers that include preschool programs throughout the State of Hawai’i.

 

 Outreach Programs and Preschools: On June 17, 1999, the Trustees unanimously moved

to establish an expansive educational outreach program and expand the reach of KSBE’s

preschools.  Several important steps are part of this directive including the addition of

preschool instruction for three-year-olds (previously limited to four-year-olds); the

establishment of a new Kamehameha Schools’ partnership with the State Department of

Education; and the development of a new Kamehameha parent-infant educational program.

State and Kamehameha School officials have noted that this program will have a significant

effect on the education of children throughout Hawai’i.

 

 Summer Programs: Campus Day Programs and Campus Boarding Programs are two

summer programs operated by KSBE.  These programs include Summer School, Performing
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Arts Academy, Summer Science Institute, Ho’omaka’ika’i Explorations, Kamehameha

Computer Camp, Kulia i Ka Pono, and International Studies Institute.

 

 Publishing

 

 Kamehameha Schools Press is the educational publishing arm of KSBE.  In the beginning

years of Kamehameha Schools, students learned printing as a craft, producing publications

such as newspapers and manuals.

 

 The first book identified as a Kamehameha Schools Press publication was published in 1933

and entitled, “Ancient Hawaiian Civilization.”  During the next twenty-five years

Kamehameha Schools Press produced many other classic books on Hawai’i.  However, in-

house printing of books ended when Kamehameha Schools’ curriculum shifted away from

vocational and towards college preparatory in the 1960s.

 Responding to the needs of teachers at the institution and the community at large for

specialized materials, Kamehameha Schools Press now regularly issues new publications.  Such

publications include reference books on Hawaiian history, adult- and student-level biographies

of key figures in Hawaiian history, collections of Hawaiian folklore and curriculum materials

for the teaching of Hawaiian history and studies at various grade levels.  One of the

Kamehameha Schools Press’s newest efforts is the re-issuing of biographical and folklore titles

in modern Hawaiian translations, thus supporting and leading the contemporary revitalization

of Hawaiian as a living spoken language.

 The Future

 KSBE’s commitment to education will increase in the next hundred years.  The Trustees are

embarking on a number of initiatives that will expand educational opportunities for children
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of Hawaiian ancestry (for example, the outreach and preschool programs discussed above). In

order to better identify programs that will serve the Trustees’ goal of “touching as many of

the beneficiaries” as possible, a strategic planning process is being undertaken.
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 STRATEGIC PLANNING

 

 Request for Proposals

 

 On October 2, 1998, sixteen stipulations involving recommendations for KSBE and its

accounts were filed in the First Circuit Court of the State of Hawai’i (the “Probate Court”).

In accordance with Stipulations No. 5 and 13, on June 15, 1999 the Probate Court approved

a stipulation for a request for proposals (“RFP”) in connection with KSBE’s strategic

planning (Exhibit C).  The RFP has been issued by KSBE and responses have been received.

 

 The RFP states that the strategic planning project will include the development of an

educational plan in conjunction with a detailed spending plan, which in turn, will be supported

by an investment plan.  The educational plan will take into account the future potential of

the financial resources of KSBE including all assets held by its taxable subsidiaries and tax-

exempt affiliates, including Kamehameha Activities Association (“KAA”) (hereinafter the

term “KSBE Organizations” refers to KSBE, its subsidiary and supporting organizations

including, without limitation, KAA and Bishop Holdings Corporation and the term “KSBE”

refers to the Trust Estate).  The spending plan (see discussion below) will be refined to meet

projected educational program needs.  The principal focus of this interrelated planning

process is the furtherance of the educational mission of KSBE.

 

 KSBE has received four proposals out of the eleven consulting firms solicited.  After

examination of these proposals, the Trustees will select a nationally known consultant to

assist in KSBE’s strategic planning. The RFP sets forth that work on the project will

commence no later than thirty days from the date the strategic planning firm is engaged.

The comprehensive educational and financial strategic plan and recommended governance
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structure to implement such plans must be completed and delivered to KSBE within twelve

months from the date of engagement of the firm.
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 SPENDING AND INVESTMENT POLICY

 

 Cambridge Associates has been engaged to assist KSBE in developing new integrated

investment and spending policies consistent with the new and expanded educational program

needs that are being identified and developed, in conjunction with the strategic planning

process discussed above.  These policies have been developed to ensure that the investment

and spending policies are consistent with the educational objectives of KSBE and will be

implemented as described below.

 

 Development of an Interim Comprehensive Spending Policy

 As part of KSBE’s efforts to further its educational purposes, new and expanded educational

program needs are already being identified and developed.  It is anticipated that additional

programs will be identified for consideration. A sustainable Spending Policy based upon a

“Financial Equilibrium” concept (Exhibit D), developed with the assistance of Cambridge

Associates, has been adopted. As provided by the Spending Policy, the target rate for

expenditures on educational programming is 4 percent (the endowment spending rate) of the

average market value of the investment assets (as modified as described below) of KSBE and

the KSBE Organizations. With respect to fluctuations in the spending rate, KSBE will make

every effort to ensure that actual spending will not fall below 2_ percent or exceed 6 percent

of the average market value of included assets.

 

 This Spending Policy has been developed taking into consideration several factors including

the specific nature of assets of KSBE and the KSBE Organizations.  For instance, when

targeting the percentage of assets to be spent, certain assets may not be considered.  As an

example, the Schools and the assets used directly in educational programming will be
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excluded.  Another example of excluded assets is the Hawaiian real estate classified as

agricultural and conservation land.  However, although the agricultural and conservation land

is excluded from the calculation of KSBE’s spending rate, the net income from this land

(revenue less management and upkeep costs) will be spent on educational program expenses.

 

 The Spending Policy represents the efforts of KSBE to further its tax-exempt purpose and its

dedication to educational endeavors.  The Spending Policy takes into consideration and

addresses several items including the fact that KSBE is a perpetual trust, KSBE and the KSBE

Organizations are the dominant source of revenues for KSBE (as opposed to gifts or

donations), a need to moderate the volatility of investment markets exists, and KSBE needs

flexibility in preparation for significant expansion of programs and changes in investment

strategy.  Under the provisions of the Spending Policy, investment related expenses are not

included within the purview of the endowment spending rate.  Rather, investment expenses

are to be charged against the investment return of KSBE and the KSBE Organizations.

 

 Once implemented, the educational program expenditures will be compared to the spending

thresholds calculated pursuant to the Spending Policy.  To the extent excess funding is

available, additional program opportunities will be identified.  If there is a shortfall, through

the budgeting process KSBE will determine whether endowment or other assets, such as those

of a subsidiary or an affiliate, should be liquidated in order to fund educational programs.

 Investment Planning

 The long term financial objective of KSBE and the KSBE Organizations is to provide a

perpetual source of revenue to fund the organization’s educational programs.  In order to

achieve this financial objective, KSBE and the KSBE Organizations should attain an average

annual real return (as described below) equal to 5 percent (net of investment related
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expenses).  Thus, the long-term Investment Objective of KSBE and the KSBE Organizations

is this 5 percent average annual real return percentage.

 

 A comprehensive initial Investment Policy supporting the expanded educational mission of

KSBE while maintaining financial stability has been developed with the assistance of

Cambridge Associates and adopted by KSBE (Exhibit E). This includes an asset allocation

strategy that, while recognizing the unique character of KSBE’s Hawaiian real estate holdings,

is designed to support the expanded program service needs, maintenance of KSBE’s physical

facilities, and the perpetual nature of the endowment.  Further, the Investment Policy takes

into consideration several competing objectives including the need for moderation of the

volatility of  the market value of KSBE and the KSBE Organizations in order to provide a

stable and growing source of support as well as the need to maintain adequate levels of

liquidity to meet spending requirements and maintain diversification.  The Investment Policy

balances the need for predictable cash flow and the desire to maximize the return on

endowment assets.

 

 The assets affected by the Investment Policy include KSBE’s and the KSBE Organizations’

long-term investment assets (“Endowment Fund”). However, the Endowment Fund does not

currently include agricultural and conservation land holdings or reserve funds of KSBE and the

KSBE Organizations.

 

 Management will be charged by the Board of Trustees to execute the Investment Policy.

With the assistance of Cambridge Associates, current investments will be analyzed against the

Investment Policy and the asset allocation strategy to assess the long-term “fit” of each

investment into KSBE’s overall plan. As appropriate, prudent exit strategies for selected

investments will be developed.
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 KSBE has two general categories of assets, Core Assets consisting of Hawaiian real estate and

other non-core investment assets. The Investment Policy provides for the use of established

and institutional quality third-party investment managers for the majority of non-core assets.

Along with other implementation guidelines, KSBE will establish policies for each managed

portfolio in order to ensure that its marketable stock portfolios, in aggregate, are well

diversified.

 

 The Investment Policy provides for a formal review of the Investment Policy at least every

five years with the assistance of a nationally recognized investment consulting firm, in order

to assess the continued appropriateness of the Investment Policy.  Included within this

review will be a determination whether all or some of the agricultural land should be included

in the Endowment Fund. The Investment Policy also provides for the continuous evaluation

and adjustment to investment policies as necessary between formal reviews.  Further, KSBE

will undertake a comprehensive review of the Investment Policy in conjunction with the

overall strategic planning process to ensure the investment objectives and vehicles are

consistent with the educational objectives of KSBE.

 

 With input from Cambridge Associates, proposed policies and procedures have been

developed to review investment performance annually.   The Special Master is reviewing

these policies and procedures with the assistance of Arthur Andersen.  KSBE has agreed in

Stipulation No. 8 (Exhibit F), that investment return will be analyzed against appropriate

benchmarks, which have been established as part of the proposed policies and procedures.

Establishment of benchmarks is critical to the long-term performance of an institution’s

investment program.  If benchmarks are to be meaningful they must reflect the true purpose

of the fund, be realistically achievable in the investment markets, be clearly quantifiable and



FINAL VERSION
August 18, 1999

Kamehameha Schools Bishop Estate
Supplemental Appendix to Form 1023

Reaffirmation Submission
FEIN: 99-0073480

incorporate a stated time horizon.  As is typically done by large endowments, KSBE will use

two sets of benchmarks; 1) a long-term benchmark for the total fund that reflects its

financial objectives and 2) shorter-term benchmarks that compare fund results with current

market returns.  Also in accordance with Stipulation No.8, KSBE will annually prepare

benchmarked investment performance schedules.  The schedules shall be audited and attached

to the annual financial statements submitted to the Probate Court with annual accounts of

the Trustees (Exhibit L).

 

 Under Stipulation No. 9 (Exhibit F), investment return analyses will be done utilizing

measures such as time weighed return and/or internal rate of return to allow for meaningful

comparisons.  These calculations will be compared to the benchmarks identified above for

purposes of evaluating an investment’s performance and its ongoing place in the portfolios

of KSBE and the KSBE Organizations.
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 GOVERNANCE

 

  Selection of Trustees

 

 The Will of Bernice Pauahi Bishop provides that KSBE shall have five trustees and,

furthermore, that the trustees be selected by the Justices of the Supreme Court of Hawai’i.

Four of the five current Supreme Court Justices have stated that they will no longer make

appointments. Currently, it appears that the Probate Court has jurisdiction over the Trustee

selection process. The Interim Trustees have filed a petition with the Probate Court

containing a Recommendation for Trustee Selection Process (“Recommendation”), which

sets out a proposed selection process for Trustees.   Although the selection process may

change after review by the Court, it is expected that the Court, in the exercise of its statutory

and inherent powers, will adopt this or a similar process to provide for the selection and

appointment of future Trustees.

 

 The Recommendation (Exhibit G) contains several provisions regarding Trustee selection,

including the Court appointment of a Trustee Selection Committee (“Committee”).  Service

on the Committee would be voluntary and members of the Committee would serve without

pay from either KSBE or the Court. Under provisions of the Recommendation, the

Committee would represent a diversity of interests and backgrounds such as the students’

parents, the alumni of the Schools, the Hawaiian community, and the community-at-large.

Further, the Committee would be composed of individuals qualified to fulfill the Committee’s

responsibilities. Additionally, in order to ensure their independence, the Recommendation

imposes a disclosure requirement on Committee members in the event that a conflict of

interest occurs between a member and an applicant for the position of Trustee.
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 Under provisions of the Recommendation, the Committee is charged with the task of

screening potential candidates for Trustee and ensuring that any final candidate meets the

qualifications to sit as a Trustee.  Once the Committee has identified its top candidates, the

names will be submitted to the Probate Court.  The Court will appoint a nominee from that

list or reject the list for cause and return the matter to the Committee for further

nominations.

 

 The Recommendation also contains a discussion of identified criteria and qualifications for a

Trustee.  In drafting the Recommendation, KSBE anticipated that the Probate Court would

examine qualifications for serving as Trustee based on role and new organizational structure

(see discussion below).  As such, the Recommendation provides that a potential Trustee must

have expertise in strategic planning and policy, business administration, finance and

investment, or other general areas of interest such as education, law, governance or finance.

The desired qualities or characteristics of a Trustee include a demonstrated reputation of

integrity, the capacity to fulfill the responsibilities of a fiduciary under trust law, a

commitment to the best interests of children, consistent and active leadership in the

community-at-large, and a willingness and sincerity to uphold the purposes of KSBE.

 

 In order to ensure the integrity of the Board of Trustees, the Recommendation also provides

that the Trustees be subject to term limits.  The applicable provisions state that a Trustee

should serve a standard term of five years.  At the end of the term, the Trustee may re-apply.

The Committee could consider the Trustee for reappointment, along with other eligible

candidates for the open Trustee position.  Additionally, the Recommendation provides for a

maximum service of two terms, with a recommendation to the Court for staggered terms in

the event more than one trustee must be selected at a time.
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 Role of Trustee/Organizational Structure

 The Trustees have adopted a “Governance Policy” (“Policy”) which clearly defines the

duties and responsibilities of the Trustees/Board (a copy of the Policy is attached as Exhibit

H).  The Policy provides:

 

 The Trustees’ role is to create, sustain, and fulfill a vision whose primary focus is on

furtherance of education, while leaving the development and execution of the plan to

fulfill the vision to the Chief Executive Officer (CEO).    The Board sets policy;

management implements policy; the Board is responsible for oversight of

the Estate while the day-to-day management of the operations of the Estate

is the responsibility of the CEO.  [emphasis supplied]

 

 This definition is based on the specific acknowledgment included in the Policy preamble that

“KSBE is a perpetual, charitable trust estate established for exclusively educational purposes,

namely, ‘to erect and maintain…the Kamehameha Schools.’  All activities of KSBE must be

consistent with and in furtherance of this primary purpose.”  In committing to governing

KSBE “…through a continually improved commitment to its vision, mission and values” the

Board is ensuring that the role of Trustee is now clearly defined with a primary focus on the

furtherance of the educational mission of the KSBE.

 

 As part of the Trustees’ clearly defined role, the Policy provides that  the Trustees are to be

fiduciaries who serve to exercise oversight over KSBE.  Further, as previously stated, the

Policy provides that the Trustees will not be involved in management of the day-to-day

operations of KSBE.  Rather, the Trustees will primarily establish the policies of KSBE,

including ensuring that education is KSBE’s primary focus.
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 The Policy sets forth the organizational structure (See Exhibit I) of KSBE that has been

agreed upon as a current approach to implementing Stipulation No. 14, part of the sixteen

stipulations filed with the Probate Court on October 2, 1999 (see Exhibit F).   Under this

structure, a CEO  will independently carry out the Policy decisions of the Trustees.  The

Board of Trustees will “[s]elect, regularly evaluate, fix the compensation of, and where

appropriate, hire or replace the CEO of KSBE.”   The CEO is then “authorized to establish

all further relevant administrative regulations, make all decisions, take all actions necessary

to attain the goals and objectives of the Board, establish all practices and coordinate all new

or expansions of programs.”  Certain day-to-day operations of the School will be led by the

President of the School who reports directly to the CEO.

 

 Also included in the Policy adopted is a specific provision entitled “Manner of Governing.”

Again, this policy requires the Board to maintain an oversight role.  The policy requires the

Board to “[e]nforce upon itself whatever discipline is needed to govern with excellence.

Discipline will apply to matters such as attendance, policymaking principles, [and] respect of

roles….”  It further provides that the Board will “[m]onitor and discuss the Board’s process

and performance at least quarterly.  Self-monitoring will include comparison of Board

activity and discipline to policies in the Governance process and Board-CEO/President

Relationship categories.”

 

 The organizational structure of KSBE and the KSBE Organizations ensures that an adequate

system of checks, balances, and affirmative disclosure requirements exists within KSBE and

the KSBE Organizations to provide safeguards against any abuse of power by the Trustees,

individually or collectively, and any abuse of power by any senior managers on the staff of

KSBE or the KSBE Organizations, individually or collectively.  Additionally, there will be an
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adequate system of checks,  balances, and affirmative disclosure requirements to provide

safeguards against the mismanagement of Trust assets by the Trustees, or by any individuals

or entities given access to said assets by KSBE or the KSBE Organizations.

 

 The overall Governance Policy highlights the high fiduciary obligations of the Trustees and

includes a Board of Trustees’ Code of Conduct.  The Trustees also have adopted a detailed

Conflict of Interest Policy (see Exhibit J) as required by Stipulation No. 16 (see Exhibit F).

This Conflict of Interest Policy applies equally to officers and key employees.

 

 With respect to resignation or removal of a Trustee, the ‘Forward’ of the Policy states that

“if for any reason a Trustee cannot fulfill or has violated his/her fiduciary duties and

obligations, he or she, without hesitation, must voluntarily and loyally resign as a Trustee.”

In addition, a Trustee is subject to the laws of the State of Hawai’i including Hawai’i Revised

Statutes (HRS) Section 560:7-201 which provides for the removal of a trustee for cause by

the Circuit Courts of the State of Hawai’i.  Removal is warranted if the court concludes that

allowing a trustee to continue office would be detrimental to the estate.  Grounds for removal

of a trustee include, but are not limited to, the following:

q Incapacity;

q Unfitness;

q Extreme personal improvidence, insolvency, or bankruptcy;

q Commission of a serious crime, especially one involving dishonesty;

q Misconduct evidencing moral turpitude or abuse of office;

q Knowing failure to obey a court order;

q Knowing failure to comply with law and regulation applicable to the trust estate;

q Knowing failure to render complete and accurate accounts;

q Knowing misrepresentation of the affairs of the trust estate;
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q Disobedience to the directions and terms of the trust instrument;

q Failure to act appropriately in the affairs of the trust;

q Activity detrimental to the obvious best interest of the trust;

q Neglect of the office of trustee;

q Unreasonable or corrupt failure to cooperate with co-trustees;

q Failure to respond in a timely and reasonable manner to reasonable requests of the

court appointed master or the Attorney General as parens patriae for

information concerning the affairs of the trust estate;

q Mismanagement of the trust estate;

q Commingling trust and personal funds;

q Acquiring a personal interest adverse to the trust;

q Self-dealing;

q Permitting or accepting any degree of private inurement;

q Failure to disclose known conflicts of interest;

q Failure to abstain from any involvement in transactions in which the trustee has a

conflict of interest;

q Appropriation of trust property to personal use;

q Making unauthorized dispositions of trust property;

q Waste of trust assets;

q Activities which jeopardize the tax exempt status of the trust estate;

q Activities which expose the trust estate or its subsidiaries to significant civil or

criminal penalties and forfeitures; and

q Willful and wanton abuse of discretion.
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 A trustee whose removal is sought has a fiduciary duty to assess the allegations against him or

her.  If it is clear that the allegations are substantially accurate and continued service would be

detrimental to the estate, the trustee should resign.

 

 With respect to documentation of the oversight function of the Board of Trustees, KSBE has

established procedures which will ensure the proper and complete documentation and

retention of all educational, investment and management decisions made by the Board of

Trustees as well as key employees.  The Board of Trustees’ minutes will contain

documentation to indicate the Trustees present at the meeting and will contain a record of

the matters voted on, in addition to the acceptance or rejection of the particular matter.

Any staff reports presented will be attached and filed with the appropriate minutes.

 

 

 

 Trustee Compensation

 

 A Probate Court approved program for setting Trustee compensation has been established as

well as a system for monitoring compliance with that system (see Probate Court Order dated

May 10, 1999 at Exhibit K), with the participation of KSBE, the Master and the Attorney

General (see Stipulation No. 15 attached as Exhibit F).

 

 Under the compensation plan (“Plan”), the Probate Court shall periodically appoint a

committee to determine the compensation of the Trustees of KSBE (“Compensation

Committee”).   Pursuant to the Order, the Compensation Committee must consist of

“knowledgeable and informed persons, each of whom the Court finds to possess the integrity,
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probity, competence and disinterested status necessary to be qualified and serve as an

independent and unconflicted Committee member under applicable IRS regulations.”

 

 The sole purpose of the Compensation Committee is the determination of what constitutes a

reasonable amount of annual compensation to be paid to each of the Trustees of KSBE.  The

Probate Court Order (“Order”) allows the Compensation Committee to “commission an

independent compensation survey from a national, independent, professional consulting firm

active in the field of executive and trustee compensation.” The Order further provides that

the survey must be based on “functionally comparable positions.”

 

 Based on the study (or studies) commissioned, the Compensation Committee will report its

determination of reasonable Trustee compensation which may be expressed as a range or an

amount up to a specified limit.  The determination may provide for differing levels of

compensation for individual Trustees based upon any considerations determined to be

appropriate under state and federal law and regulations.  The Compensation Committee’s

report must include an explanation of the basis for its determination and must be

accompanied by copies of all documents referred to in its report.

 

 The Probate Court will schedule a hearing regarding the determination rendered by the

Compensation Committee and then may approve, disapprove or modify the

recommendation. If the Probate Court modifies the recommendation, the Judge is required to

do so in a manner “consistent with applicable provisions of state and federal law and

regulations with the object of assuring that the compensation paid the KSBE Trustees is

reasonable within the meaning of both state and federal law and regulations.”
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 After the CEO is in place and following an appropriate transition period, KSBE will submit a

Ruling Request to the IRS seeking approval for a method for determining Trustee

compensation going forward.

 

 The Compensation Committee shall be reasonably compensated for its services with the

compensation to be fixed by the Court.  No amount of the compensation will be paid to the

Compensation Committee for its services until a recommendation has been provided to the

Court.

 

 On May 10, 1999, the Probate Court appointed the initial Compensation Committee. The

Trustees have provided the Compensation Committee with a copy of the Governance Policy

that has been adopted which outlines the Organizational Structure being implemented and the

associated Role of the Trustees (see discussion above).  Further, the Compensation

Committee has selected a compensation consultant to conduct the required survey.  The

members have also been briefed on the intermediate sanctions legislation and proposed

regulations.

 

 Pursuant to Stipulation No. 14, KSBE, as of August 6 , 1999, adopted a plan to institute a

single Chief Executive Officer (“CEO”) structure to oversee the management of KSBE.  The

CEO will serve under and report directly to the Board of Trustees.  It is envisioned that this

new management structure will give the Trustees the responsibility of creating, sustaining and

fulfilling KSBE’s vision and mission, while making the CEO accountable for the development

and execution of the plan to fulfill that mission and vision.  Thus, any determination of

reasonable compensation for Trustees will take this organizational structure and the duties

delegated to the CEO into consideration.



FINAL VERSION
August 18, 1999

Kamehameha Schools Bishop Estate
Supplemental Appendix to Form 1023

Reaffirmation Submission
FEIN: 99-0073480

 

 FINANCIAL REPORTING & INTERNAL CONTROLS

 

 The Probate Court, as mandated by state law, will continue to oversee the affairs of KSBE.

These oversight functions include appointing KSBE’s Board of Trustees and reviewing and

approving KSBE’s Annual Accounts. In addition, several other controls are being adopted by

KSBE including internal controls such as an internal audit function, employment and contract

procedures, standard procurement practices, and internal control review.

 

 Internal Audit Function

 

 The Board of Trustees of KSBE and the KSBE Organizations are re-implementing an

independent internal audit function to achieve, among other things, the following objectives:

 

♦ The terms of the Will of Bernice Pauahi Bishop are fulfilled in perpetuity.

♦ The assets of KSBE are properly safeguarded and used primarily for educational

purposes.

♦ Policies and procedures established by the Board of Trustees are being adhered to.

♦ Compliance with applicable state and federal laws and regulations.

♦ Compliance with the terms of the Closing Agreement between KSBE and the IRS

is monitored and maintained throughout the duration of the Closing Agreement.

 

 As a large complex organization with significant land holdings and investments, KSBE is

subject to certain significant business risks and challenges.  As a charitable trust, it must

comply with numerous state and federal laws, court orders and stipulations entered into since
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inception.  Because KSBE is also a tax-exempt organization, it must abide by certain strict

rules and regulations to maintain its tax-exempt status.

 

 For these as well as other important reasons, KSBE will re-implement an independent

internal audit function to internally monitor its processes to ensure the organization’s risks

are adequately managed, that it is in compliance with legal and regulatory restrictions and

that it is effectively utilizing the resources of KSBE to fulfill the terms of the Will of Bernice

Pauahi Bishop. This function will be established in an organized manner with the proper

purpose, structure, resources and commitment from the Board of Trustees.

 

 The Board of Trustees has an established policy for the Internal Audit Function that outlines

the mission of this function, its goals and objectives, as well as a general audit strategy.  The

mission of this function is as follows:

 

 The mission of the Internal Audit Department is to assist the Trustees in the

effective discharge of their fiduciary responsibilities through independent appraisal

and examination of all control functions within KSBE, including functions of the

Board of Trustees.

 

 In order to establish a strong internal audit function and achieve the stated goals and

objectives, the Board of Trustees has developed the following internal audit structure:

 

 Audit Committee: KSBE will establish an audit committee that will be responsible for

oversight of the audit process including both the internal and external audit functions.

One of the primary responsibilities of the Audit Committee will be to set the “tone”

for quality operational, financial and investment reporting, sound business risk
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controls and ethical behavior throughout the organization.  The Audit Committee

will be comprised of two Trustees, the Court Master and a representative from the

State of Hawaii Attorney General’s office.

 

 Director of Internal Audit: The Board of Trustees recognizes that a very important

aspect of establishing an effective internal audit function is having a qualified

Director of Internal Audit (“Director”).  The Board of Trustees will appoint an

individual with strong leadership, interpersonal, technical (business, finance and

accounting), analytical, administrative and supervisory skills.  Because the KSBE is a

tax-exempt organization, KSBE will seek an individual for this position who also

possesses tax knowledge and has experience in the area of tax-exempt organizations

(see Appendix E of the Governance Policy attached as Exhibit H).

 

 The Director will be empowered with full authority for directing the internal audit

function of KSBE and report directly to the Audit Committee.  The primary role of

the Director will be to develop and direct a Comprehensive Audit Program within

KSBE that accomplishes the mission as stated above.  Administrative responsibility

(i.e. performance evaluations, salary reviews, etc.) for the Director will rest with an

appropriate level of upper management, which in the proposed organizational

structure would be the Chief Executive Officer (CEO) of KSBE.

 

 Internal Audit Function: In the execution of its responsibilities, the internal audit

function will be independent of all other departments within the organization.  The

internal audit function will be a separate department reporting directly to the Audit

Committee and, for audits that relate to or impact the taxable subsidiaries or affiliated
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organizations, reporting will also be made to the Boards of Directors of the applicable

taxable subsidiary or affiliated organizations.

 

 The individuals in the internal audit function will have full and unrestricted access to

all KSBE information and records, including those of the taxable subsidiaries, the

affiliated organizations and the Board of Trustees.  Accordingly, appropriate

protections will be established to ensure the individuals in this function are immune

from retribution from any member of the Board of Trustees, individually or in the

aggregate, in the execution of their duties.  Protections will also be made to ensure

individuals within KSBE feel free to provide information to the internal audit

function without detrimental or retaliatory actions as a result of their activities.

 

 Due to the unlimited access to all KSBE information, all internal audit personnel will

be held to the highest standard of integrity and confidentiality.  They will serve as a

role model for other departments.

 

 Internal Audit Staffing: The Audit Committee and Director will determine the

necessary staffing requirements for this function.  The team will be comprised of

qualified individuals with the varying core competencies necessary to effectively

execute the audit work plan.  The Board of Trustees has recognized that the way to

build an effective internal audit group is not to limit the staff to those with traditional

auditing backgrounds.  The complexity of the organization will require the internal

auditors to understand KSBE’s strategy and the specific aspects of its critical program

and operational processes.  Therefore, KSBE will identify/hire individuals with

experience in areas that are relevant to KSBE’s educational purpose in addition to

individuals with traditional audit experience.
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 All audit results will be made in writing and addressed to the CEO, CFO, Audit Committee and

the Principal Executive(s) responsible for the area audited.  For the taxable subsidiaries and

affiliated organizations, the report will also be addressed to the entity’s Board of Directors

(or designated committee), President and Chief Financial Officer.  Copies will also be

provided to other appropriate audit customers/process owners.  Copies of all internal audit

reports will also be kept on file by the Director and made available to the Court Master during

the Annual Account review process.

 

 Under the terms of the Closing Agreement, KSBE is to establish an independent internal audit

function to monitor KSBE’s compliance with the terms of the Closing Agreement, all Court

orders and stipulations relevant to the Agreement and adherence to the Conflict of Interest

Policy.  The internal audit function will have responsibility to annually report the results of

their monitoring of KSBE’s compliance to the IRS as “Special Filings” during the term of the

Closing Agreement.  The Special Filings will be signed under the penalties of perjury and will

also be filed by KSBE with the Court Master and the Attorney General of the State of Hawaii.

The following summarizes the items to be included in the Special Filing.

 

q The internal auditor will evaluate and report whether business meetings between the

Interim Trustees, Top Executives and the Incumbent Trustees are documented in

writing detailing the purpose of the meeting and the persons who attended said

meeting.  For purposes of this reaffirmation submission, the term “Top Executive” is

defined as an “Organization Manager” within the meaning of IRC Section 4958(f)(2).

 

q The internal auditor will report whether the Trustees are performing an annual

performance review of the Chief Executive Officer.
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q The internal auditor will evaluate whether a trustee or Top Executive has failed to

comply with the Conflict of Interest policy during the term of the Closing

Agreement.  If a violation is identified, the internal auditor will report any apparent

conflicts to the Board of Trustees for appropriate action.  The internal auditor will

include in the Special Filing the disposition of the apparent conflict to the Board of

Trustees.

 

q The internal auditor will monitor KSBE’s compliance with its established

procurement practices and will review all contracts entered into over $100,000 to

ensure the practices were followed.

 

q The internal auditor will monitor KSBE’s employment practices to ensure that

appropriate standard employment procedures are followed and will review all new

employment contracts over $50,000.

 

q The internal auditor will evaluate KSBE’s compliance with established procedures to

ensure the proper and complete documentation and retention of all educational,

investment and management decisions made by the Board of Trustees and by the Top

Executives.  The internal auditor will monitor whether the Board of Trustees’

minutes contains documentation to indicate the Trustees present at the meeting and a

record of the matters voted on, in addition to the acceptance or rejection of the

particular matter.  The internal auditor will also ensure any staff reports presented are

attached and filed with the appropriate minutes and that in all instances where these

documents concern the Trustees’ fiduciary responsibilities as Trustees, these

documents are readily available for inspection.
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q The internal auditor will monitor KSBE’s policy of not employing, or paying for the

services of an elected or appointed member of the legislative, judicial or executive

branches of government, whether state, federal or local, where such a relationship

would create the appearance of a conflict of interest, until a period of three years has

passed since the individual’s status with the governmental entity has terminated.

Financial Statements

Pursuant to Stipulation No. 1 (Exhibit F), KSBE has adopted a specified format for financial

statement reporting including the supplemental schedules (see example at Exhibit L).  These

financial statements will be audited and presented in conformity with orders of or stipulations

approved by the Probate Court, and will, at a minimum, conform to general accepted

accounting principles (GAAP).

KSBE will submit its financial statements to the Probate Court with the Annual Accounts.

Additionally, for the effective period of the Closing Agreement, the financial statements,

including all supplemental schedules, will be provided to the IRS.

Investment Schedules

In accordance with Stipulation No. 8, KSBE will annually prepare benchmarked investment

performance schedules.  The schedules shall be audited and attached to the annual financial

statements submitted to the Probate Court with annual accounts of the Trustees (Exhibit L).



FINAL VERSION
August 18, 1999

Kamehameha Schools Bishop Estate
Supplemental Appendix to Form 1023

Reaffirmation Submission
FEIN: 99-0073480

Under Stipulation No. 9 (Exhibit F), investment return analyses will be done utilizing agreed

upon measures such as time weighed return and/or internal rate of return to allow for

meaningful comparisons.  These calculations will be compared to the benchmarks identified

above for purposes of evaluating an investment’s performance and its ongoing place in the

portfolios of KSBE or the KSBE Organizations.

Employment and Contractual Relationships

KSBE is reviewing various relationships with providers of services or products in order to

evaluate the cost-effectiveness and the efficiency of such relationships.  The review of these

relationships represents KSBE’s effort to minimize waste and maximize the operations of

KSBE in order to more effectively further its educational purposes.

KSBE has undertaken a review of existing contractual, consultative, employment, and

professional service relationships in existence as of June 30, 1999 to ensure that the services

provided under such contracts or through such relationships are necessary to the operation of

KSBE and the KSBE Organizations and that the prices and/or compensation paid for such

services are reasonable and commensurate with services rendered. Further, all significant job

classifications in existence as of June 30, 1999 will be reviewed to ensure that the job

positions and compensation for such positions are necessary and appropriate for the

accomplishment of KSBE’s exempt purpose and that the individuals occupying such positions

are qualified to perform the responsibilities of the position.

In a continuing effort to improve efficiency and effectiveness, KSBE will adopt standard

procedures for all new contractual and employment relationships.  These procedures will be

followed for the contracting or hiring of any individual. Documentation will be maintained

demonstrating the need for the services, why the proposed service provider/employee is the
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most qualified candidate, that the price/salary is reasonable and the means to evaluate that

the appropriate result/effort is gained from the service provider.  In the case of all

independent contractors, reports or other evidence that the contracted service was performed

will be retained.

Finally, KSBE will establish a policy of not employing, reimbursing, or paying for the

services of (including expenses of), an elected or appointed member of the legislative, judicial

or executive branches of government, whether state, federal, or local, unless it receives the

express permission of the Probate Court or such employee is specifically excluded from this

policy under the terms of the Closing Agreement.  This policy is applicable only when less

than three years have passed since the individual’s status with the governmental entity was

terminated.

Procurement Practices

KSBE will adopt standard procurement practices to ensure that significant contracts will be

awarded on the basis of open and competitive bidding, and that exceptions to competitive

bidding will be specifically defined (see attached Exhibit M).  These standard procurement

practices include establishing approved vendor lists.  Vendors would be added to the approved

vendor list only if the vendors meet certain criteria established by management.  Such criteria

will include, but not be limited to, improving quality, gaining access to innovative

technology, reducing total cost, and streamlining the purchasing process.

ORDER OF PRECEDENCE
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This reaffirmation narrative is intended to only summarize the exhibits hereto.  To the

extent there are inconsistencies between this narrative summary and the exhibits, the exhibits

control.
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ROBERT BRUCE _rUU-L_Cn_ _3o5-o _qqqdUN 15 P_ _:_O
ASHFORD A WR!STON
AIii Place, Suite !400

1099AlakeaStree/ . F.PAGAY

Honolulu,Hawa_'{96813 C-L [R K
TelephoneNo. 53943400

Attorney for The Trastees under the Will and
of the Es_a_e of Bernice Pau_b/Bishop,
Decezzed

tN THE CIRCUIT COURT OF THE FIRST CIRCUIT

STATE OF HAWA/'I

In the Maaer of_he Estate ) EQU1TY NO. 2048 '
)

Of ) SIqPULkTION CONCERNING .......
) _QI/E_T FOR PROPOSALS

BERNICE P. BISHOP, ) PURSUA/_C£ TO STIPULATION
) NOo 13; EXq_IBIT "A'; ORDER

Deceased. ) ., "
) Da_e: June 18, 1999
) Time: 9:00Z.mo
) Judge: Presiding dsdge

STIPULATION CONCERNXNG -

REOUEST FOR _ROPOSAL, S PUR_A_¢T TO STIPULATION NO. 13

This Sfipuhtion is made and emered imo by and among ROBERT KALMqI UICHI

K/HUNT, FRANCIS AHLOY KEALA, DA\qD PAUL COON, CONSTANCE HEE LAU .and .....

PRONALD DALE LIBKbqVL&N, theduIy appo{me< quarried and acdng Trustees under _he Will ....
• .

and of the Estate of Bernice Pauahi Bishop, Deceasc_L acting in their fiduciary and notin their

individusl capacities (the "Trustees"), THOMAS R. KELLER, ACTING ATTORzN'EY

GENERAL OF THE STATE OF HAWAIq, as parmi patriae (the "Atlomey _e_erm _, and

R.BG:2,2$_O2._2

.......... +:+:+:,:,:+:,:,:,:+:,:,
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COLBERT M. MATSUMOTO, Mas_¢z with respect m lhe Trustees' 109the 110th, and 11 lth

Annual Accomus (the "'Master").

t. Stipulatlon No. 13 of _o_e cermiu t fip_u/ation_.___¢,:_ Master's

Recornmendz_don_j____i_ _I0_ _d llJth &_Uv__.A&ccotm*s} _d Order ¢eatered herein on

October 2_ I998 ("October 2, 199g Sfipulatlo_ "°) provider th_ the Trustees .¢hatl prepare a

request for proposals ("RFP'3, "zhe objective of which shall be _he devefopmem of a

comprehensive educational and financiM srragegic pggan_ for the Kamehzmcha SchQgls Bernice

Paual'6 BishopEstate° . "

"felh2. Stipulation NoT-5-of the October. 2, .1998 St_pulations.:providcsthz_t- 4;!/ e.__:_ ..:::<:

Trustees" strategic planning process . . . shall incorporate planning for _he expenditure of

accumulated income."

3. Stipulation No. I3 further provides tk_t "It]he Trustees sha21 seek comment from

_he Master end the Attorney General regarding gl_eR.FP and sfiall obtain &e approval of ehe

PvFPfrom :he Court. through a stipulation or order o,."" The Stipulation eontempi_ed that Court

approval would be obtained by December 3I, 1998.

4. On November 13_ 1998, the Trustees' predecessors in trust filed herein _hc

T_s_ees" Firs[__._grtse _o Stip._u__fion No. t3 f__ques_ for Pro__osals) ("Trustees' Fkrst

Response") requesting the Master's and Attorney Gener_'s written commems concerning-the ........

proposed RFP_ ifanyo

5. On November 20, _998, the Attorney General filed the AIaorn___Cy_GeneraVA

PResponse _o Trustees' First g_cs_or,_e toS.Lipula_iou No. 13.

R.BG:2)g_O2 02 2

.............. •",'.:,::.>:.:.>:.>:.:<<,:<<_:,:.>vx.:<..:_>_<<.<......... :.... ,_<.._,.,,.,._,_-_:.>>>>>>>:.>:+>_._+>:_>>:........ _............ _.._,..>. ,>....,..
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6. On March !5, 1999, khe Trustees' pre:iecessors intrustflied a Petition for Court

Ap.groval ofRe_:L_ for Proposals Pursu____to Stipulation N__J__(the "Pedfion_).

7. On April 14, 1999 and April 27, 1999, be AUomey General filed the [A_ome_

_._B.._PS O_b_k_tioD_o Peti_on for Co_r_ Ap_.gr£_g1_._f_..RR__qu_for Pro1:_o_als Pursuant m

_.q!ajjon No. 13 Filed March 15 t999.

K The Petition came on regularly for hearing before the Honorable Kev_u S oC.

Chang az 9:00 ram. on Friday, June 4, 1999° At hearing, the parties represented to uhe Court that

they had reached agreement concerning the form of the RiP, expe_ed to submit a stipulation _o

that effect, and requested a continuance of hearing :of flae:P_efiLion..:The Cour_.¢onfmued.hearhig ..............

of_he Pethion to Ju.ne 18_ 1999 at 9:00 a°m.

9. The parties have reached mutual ageement a_ to lhe form ofthe RFPo

Now Therefore, 1[_Is Hereby Stipulated A_d Agreed by and among the Trustees, rahe

Atxomey Genera1, and the Master _ha_ _he RFP in the form attached hereto as Exhibh "A'° is

hereby approved as the form of the RFP _o be disseminated by the Trustees pursuant _o

Stipulation No. 13 of_he October 2, 1998 Sfipu|ations.

DATED: Honolulu° Hawai'i, _bAs_ of June, 1999. "

/_f" -_ . .. ."

" °" ROBERT BRUCE GRAH/_d_I JR. ,
Auoreey for _e Tras_ees Ula_lerthe Wih and
of the Estate of Bernice Paaahi Bishop, Deceased

F,_BG:_3_;O2e2 3
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u

lC °"

Ac_g A_oraey CGe_er_, Since of Haw_/°i
Patens P_w_e
DOROTHY SELLER_.

Depuv/Attorney Gene'_L S_e of H_waPi

CqLBERTM.IVL_TSUMOTO
M_teL ]09_ 110_h,and l!IthAma_l Acco_nls...........

APPROVED A.N'DSO ORDERED:

Judg,

EQUITY No. 2048 - ESTATE OF BE]RNICE I_AUAB[IBISHOP, DECEASED
S_putat_.ea Concerning Reqtaest for Prepos_ Pavau_a_: to Stipu_tJaBNo. 13;

Exhibi_ "h'% Order

_.LBG:23_902._2 4

00033



REQUEST FOR PROPOSAL

TO DEVELOP
A COMPREHENSIVE EDUCATIONAL AND FtNANCLt_L STPjk]°EGIC PLAN

FOR
KAMEHAMEHA _CHOOLS BERNICE PAUAN| B_SHOP ESTATE

peJECTIVE

The Kamehameha Schools Bernice P.auahi Bishop Estate (KSBE) seeks to engage one
or more quat_fied strategic pXanning _n'r_ w_[h special_ed expedJse in education,
investment and financial planning (Consultant} t_3dew]op a comprehensive educafJonal
and financ_t strategic p{an for KSBE. Tn_; st rat_.gic p_annir_ process is being
undet'_ken pursuant to December, t997 arEi October, _ Orders (Odors) of-t,he
probate court of the FirstCircuit,State of Hawai*_.(Court),'whichhas juttsdicdonof
KSBE. Copies of the Orders accompany this Request.

BACKGROUND

Created in 1884, KSBE is a substantially endowed pdvate educationat charitabfe trust ......
estab{ished by the Will of Bernice Pauahi Bishop (VViI{}. KSBE's primary mission is the
educcation of children of Hawaiian anc,e$_ry, The Kamehameha SchooJs, founded in

: !887, operate a ma{n K-12 campus _oc3ted at Kapa_ama Heights in Honolulu, HawarL a
statewide preschool program, a system of sateUite e_ernen_ schools _oc.,_ted on
neighboring istands, a unique summer schoo_ program, and a post high scJ_oo_financia{
aidprogram. The Kamehameha Schoofs are conducted as Protestant schools. Annual
costs to operate the Kamehameha Schools now exceed $100 million. Current
enrollment is as follows:

pROGR.__ _F_OLL_E___

Preschools 936

E_emen_ry 962 -

Secor_dary 2,501

Summer Schools 5,190

Financial Aid 3,050

KSBE's investment properties are located in Hawai'i and elsewhere.. KSBE's asset and
financia_ portfolio includes:

Annua_ revenues exceeding $300 million.

Trust assets, incJuding assets vested ir subsidiary and support organizations,
valued at approximately $7.1 b]l!ion._
173,000 acres of conservation land: t89.00,0 acres of agdcultura_ _and; and, 833
acres of commercial property. The cx)mmercial property generates approxio
mate_y 84% of KSBE's income.

RB_22095& I0

EXHtB_ "A °'
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,_ Multipte subsidiary and suppo_ng orga_ations.

KSBE has a board of five (5} trustees. The incumbent Trustees were appointed by the
Court on May 2, 1999 to serve for an _ndefin_e,interim term folio'w,_ngthe resignat_n of
a former Trustee and removals of the remaining four former Trustees by the CoqrL The
_ntedm Trustees are vested v,ith full power and authority as to KSBE and are
empowered to enter into a b_nding'contractw_h a strategic plannero

KSBE is presenUy compdse,d of five (5) Groups each headed by a PA_cipaf Ex.e_._flve°
' The Groups include the EducationGroup, Asset Management Group, Budget & R_v_ew

Group, Legal Group, and Administration Group. Pursuant to SSp_ladon No. 14 of the
October, 1998 Order, KSBE is insStuflng a CEO based management system. A copy
of the Stipulation _senclosed. The governance polities and procedures necessary to
effect this change in management stpuctures are subject to _'eviewby the Court..

These structural changes are being imp|emented in accordar_ce with the Orders and are
based in part upon a management report renC!eredin Ju|y, 1998 by Arthur Andersen,
LLP, and upo._ the_MasteY$ Cortsoiidated Report.flied in the CouA ors Augu_ 7, 1998.
An executive summary of ,theArthur Andersen repo_ prepared by A,,"l.hur Andersen, is
enclosed as is a copy of relevant porlJonsof the Masteds Consolidated Report.

Additiona_ pertinent materials are ertc_csed ar,d qualified prospecJve bidders wi_I be
offered armorientation meeting and addkional materials.

KSBE is comm_ed _ expanding the reach of its educationaJ resources to chilldren and{

yo,Jth of Hawaiian ancestry through planned increases _n er_rollraer_t ira existing
programs and new programs, through the use of new teaching (distance Seaming} and
te_eccommunications technologies, and by ether means consistent with the W{U and
applicable law and judicia_ decrees (Governing Law). KSBE has commenced a -
process of e×pans_on to sate_{ite campuses on the istands of Hawai'i and Maul

There is considerable existing information that may be re_evant to _is strategic p_anning
project, including eadier strategic plans, operational plans, short and _ong4erm budgets .
and "v;adous assessments, .reports and analyses, prepared by the Trustees, staff and
consultantSo All of these p_an$,budgets, analyses and reports wilt be available to assist
_heconsultant

KSBE is a charitable entity having tax exempt status under lntema_ Revenue Code "
Section 501(c)(3} and _s organized and operated for educagonal purposes w_in the
meaning of Section 170(b)(1)(A)(ii) of the Internal Revenue Code.

s_op_

The scope of the strategicplanningproiectshallinvolve_he developmentof an
educational p_an in conjunction with an investment pfan. Strategic ptanning must be
consistent with KSBE's existing tax exempt status under Sections 501(e)(3) and
170(b)(1)(A)(ii) of the Interne! Revenue Code. Strategic planning must be consistent

£BGm,..20955._0 2
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with the _'equlrements of the Orders, pagic_tady Stipulations 5, 13 and 14 of the
October, 1998 Order.

The educcationat plan must take into account the existing and foreseeable potential of
_e financ_a_ resources of KSBE, including the resources of _ts _xab!e subsid_rJes and
exempt support organ_za_onso The invest_ner_t _an must be fashioned _ meet
projected educational program needs. 'The principal 'focus of this interrelated planning
process should be the educational mission of 8_eKamehameha Schools.

The investment p}an must take into fu_t account dlverstficatJom (Including thoughtful goat-
odented asset a_iocation}, dsk _n_uding income vo_atility)o cost=c,onscJous
administration, the perpetual nature of the Trust° the terms of the W_I_and Governing
Law.

The strategic plan for KSBE must incorporate planning for the expenditure .of KSBE's
accumulated _ncome and _ntidpated growth _, revenues. KSBE cc,,,aiculatesthat, as of
June 39, 1998, there was ir_ excess of $4.44 mi_ion in accumulated inccorne: KSBE
projects that its revenues ,MI_ grow substantia_Jy dunng the ensuing ten years and
thereafter. KSBE _s cordr_ffted to the" development of a. strategic pfan for the
expendfture of _ _ncorne on _tseducational purposes, |nduding planning for appropriate
transfers of revenues from subsidiaries and support organizations to the support and
maintenance of the Kamehameha Schools.

KSBE is a perpetual sail-sustaining cJ:'_adtable{nstitution. The strategic plan must
balance the income and corpus requirements of the present and those of the future in a
manner consistent with the W{_ and Governing Law°

The strategic p_anner will be provided with c4_rrent information concerning the Trust "
Estate's core assets, portfolio investments and projected revenues and its current and .-
projected educational expenditures, in_udJng anticipated expansion costs. The
strategic planning process should include deve_opmen[ of integrated investment and
educational pians that provide for depioyment of the endowment and development of
educationaf services in a manner reasonaMy calculated to assure consistent .funding _
and 0rdedy growth .off.educational services..witheut impairing [he real va_ud of the
endowment. "The strategic planning proo.=ss should identify parameters and
assumptions for the development of I_SBE°s _o_t_-range p_anSo

The strategic plan for KSBE must be consistent _n air respects with the Wit_ and "°
Governing Law, and must be developed i_ accordance with the provisions of
Stipulations 5, 13 and t4 of the October, 1998 Order.

PROPOSAL

"The proposal to be subm_ed to KSBE must induee the following elements:

Credentials and Qualification. The proposal must present your professional
qualifications and expertise (a) to develop a comprehensive educational and financial
strategic plan and (b) to propose an organizational structure for the implementation o1

RBG,r2:2C_955._0 3
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these p|ans. Particular emphasis should be given _ your expeder_ce in education°
investments and finar_cia| p|anning. _ndicate the names of other organizations,
particularly educational ir_stit,u_ons, for which you have performed similar engagements
and the scope of such engagements.

Approach and Process, The proposat should present your approach to develop the
comprehensive educa_or_ai arid f_nar_cJa,[st..,,-_egic p_sn and organizational structure
including the pro_:x:::_sedwork p|an for completion1of the engagement.

The strategic planning process shat_ _ude ir_put cor_cemin£' the educationat plan
component of the strategic p_an from approp,date persons, #_ctuding, but not limited to,
administrators0 teact_ers0 staff, parents° studer_ts, and alumni°

Governance structure is an import, ant element for imptementation of both plans.

Provide an euxine of the structure of your antic{pated report to be subm_ed at
completion of the engagement .. -

Resources° !ndi,cater_he resources, to be used__ .conduct .of the dev.e[opment of the ..-
strategic plan arid-proposed governance sltucture. Provide -resumes for those. -_
indMdua[s you anticipate wi_ be involved in the engagement aRd indicate how the
engagement team w_ be structured.

Time Frame. Work ors the engagement should commence r_o [ater than thirty (30) days
from the date the strategic p_aRniRg firm }s engaged. The compreher_sive educat_ona'_
and finances[ strategic p{ar_ arid recommended governance structure to implement such
plans must be completed and delhtered to KSBE w}thZn twelve (12) months _rom the
date of engagement of the strategic planning firm° unless extended for good cause upon ..
notice to the Cou_ the Master and the Attorney Genera_ of the State of Eiawa;'_ as .....
patens patdae. KSBE expects that the final re3or_ will be completed and submitted in ..
an expeditious manner°

Fees. Provide an estimate of the cost of your services and your bi[_ingpractice.

LOGISTICS

KSBE requests that your proposal be submitted no later than [Date to be inserted - six .......
to eight weeks after Cog_ approval] to: _.

Mr, R,odney J. Park
Director, Administration Group
Kamehameha Schools Bernice Pauahi Bishop Estate
587 SoL_th King Street, Sure200
Hone[YOu, Hawaii 96813
Phone: (808) 523---6200
Fax: (808) 541-5340

R6_20955_0 4
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Qualified bidders should contact Mr. Park to arrange to have representatives attend an
i.qformatioRal briefing, at which time additional background information will be provided.

SELECTION CR|TERRJ...A

KSBE has made no pre_commitment to any bidder concerning the strategic planning
process. Selection will be based upon he proposals received, responsiveness,
resources, qualifies#otis, references, proposed fees and other standard considerations.
All proposals receiv.ed wi{| be submAed to the CourL, the M_ster and the Attorney
Genera_for rev,:ew {r_conjuncSon with the CouP:'s approval of KSBE's setection of a
ConsuEtant.

Er_c_osures

RBGt2.20955.10 5
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REAFFIRMATION SUBMISSION

EXHIBmT F
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"" COLBERT M. MATSUMOT0 227_-0 /'_'_')

Suite 2000, Amf_c Tower I:"_0C[-2 P_ _: 03
700 Bishop S_ree_

Honoiulu_ Hawaii 96813 _o m-
Telephone NO. 523-2999 ___- SA_I_0T0

C k K R }<
Master

IN TEE CIRCUIT COURT OF THE FIRST CIRCUIT

STATE OF HAWAII

_ _° ........

Xn the Matter of the Estate ) EQUITY NO. 2048

) -

of ) STIPULATIONS CONCER241NG

) MASTER'S _LECOMMENDATIONS

BEF_4ICE P. BISHOP, } (109_a, iI0 _h, and Ill th'' T.L_.

) _UA_ ACCOUNTS) and ORDER

Deceased. )

) Nearing Date: Otto 2, _998

) Hearing Ti_e: 9:00 a.m° _° _

] Judge: Colleen K° Hirai

. o

STIPULATIONS CONCER__ING MAiSTER°S RECOMMENDATION.g- -

..--.,/,.//19-!___ _ ::'- n" "_%' =_= n_ AY AC STq __

These Stipulations are entered into by and among

Petitioners RICHARD SUNG HONG WONG, OSWALD KOFOAD STENDER, _-_ARiON

_E LOKELJ_NI LINDSEY_ GERARD AULAMA JERV!S and HENRY HAALILIO

PETERS, TRUSTEES UNDER THE WILL AND OF THE ESTATE OF BER/_ICE

PAUA]4I BISHOP, OECEASED (hereinaftcu thm "Tmustees°') ; and

Respondent MARGERY S. BRONSTER, ATTORNEY GENERAL OF Tile STATE OFE ....

_4AWA!I, as patens patriae (hereinafter the "Attorney General _');

K.CC ]V D

<..l;@ °! .;.:c:l

- 'TWENTI3THCIV;_IO

----'-,-<<<<<._<<<<<<'<<!<55"55<t5t t.t.tt.!.t>t <'t<<<'/_t <4<<<_<'_'_<<'<<<<<<<<<<'<"<__<.,.,, <,, ! ,:,, <_<,I<;_<,I,t_;_;,,5_b_,_,:,:,:_,t_,_,_<,_,:<_5<_<<,5.:<._!_! _x., , , ............ ..... T<," "7:<"!! '< <<;t,5:tb5 f'bt<'r<<""r"<':<'_':<<'!<':'""">>>:<'>'"'"""'"" "'"" " "" "'":'< _7<<"<<':<':<<'<"<"<<' <<'"' ............... ""''''_'"
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y

and COLBERT M o M_ATSUMOTO, Master _ith re_pect to the Tmustees'

One Hundred Ninths One Hundred Tenth and One Hundre4 Eleventh

Annual Accounts {hereinaft_z the "Mas<er _'} o

On August 7, 1998, the Master filed herein his _9_t__L_

(the ®Master's Consolidated Repor_z _) . The f_aster_s Consolidaned

aepor[ makes nineteen -spec-i-fic -Recommendations conceznning the .... "

Trust Estate and its annual accouters.

On September 9_ !998_ the Trustees filed herein their ...........

o

• - _ _=_ (the _Trusc_es Response °} . "Fhe

Trustees" Response addresses each of the nineteen Recommendations

made by the-Master in the Iqa6ier'sLConsol_idated Report.- ....

On Septe=_%r g, 195£, 5P_,__ Attorney General filed herein

_- _ _ _!_ _ _ .. {__he "AG."s ....
..

._esp_nse "_) . The AG's Response a_ees _ith each of the _aster's

nineteen Recommendations_ sugges<s amendments and additions to

them, and suggests additional court action based upon the

Master's Consolidered-RepOf_ "

.............. - ............ , •,:,: .,:,::•:.:.>>>-:•:.:.:•><_<<<<<,:.:.:.,,............... .....
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On September 9, 1998, T_u_tee Oswald Kofoad Stender

_iled herein his _ _ _ _ "

- _ ' (_Trusree Stende_o's Response'}. Trustee
o

Stender's Response recommends approval of the Master's

Recommendations.

Since September 9_ 19S8, the parties each have filed

additional or _upplemen_al report.s, responses or objections

.o .

here in o

The parties mcknowledge that there are material

differences of opinion concerning the statemenKs and contentions- -

in che f._aster_s Consolidated Report, the Trustees' Response, the

AG's Response, and other reports, responses and objections filed

' herein° %qithout conceding the accuracy of any such statements

and contentions the par_ies have agreed thaE it x_ in the b_s_

:nzeres_ of %he Trust Estate that the Stipulations hereinafte_

se% ferth be imzlementel.

The Stipulations hereinafter set forth cencern

.... of the nineteen Recommendations made by the Master in "

his Master's Consolidated Report, ands upon approv_r _y: this

Court, shall be a Court order binding upon the parties hereto and

their respective successors in of=ice. The Master's sevent6_-nzh
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eighteenth and nineteenth Recommendations are not covered by

these Stipula_ions.

NOW, THE_EFONE, IT I$ HEREBY STIPULATED AND AGREED by

an4 among the Masters the Truste£:s a_d the Attorney Generml as

follows: _.

Nothing herein contained shall be deemed or construed

to preclude, estop or othez_ise bar any party from-seekin_ •other"

or further relief from the Court in this proceeding or upo_ any

petition, response or objection n,mw pending or filed hereafter,

provided however_ that-these $tip_lations°shallnot be _mende_ Or- = "

superseded by implication but onl[# by express order of the Courz _o

entered uoon acree_ent of the parties or after hearing at _hich

_ _< _ in offices shall haveall parnies or their respecsive _ucc__so_s

had notice and a-reasonable oppor_:unity-Do.be heard=: • =.Sub,act _o== .........

the foregoing, nothing contained in these $tipulations-shal! be ......

deemed or construed to preclude any party from petitioning the

Court for further instructions cor_cerning any matter°

Nothing herein contained shmll be deemed or construed "

as an admission or_conc_ssion-of-_snyii_bility 6A-hN_°part_o_ = ihy

party hereto.

Without limiting the generality of the foregoing

paz-ac_-aph, the Trustees and the Attorney General hereby expressly

4
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reserve all claims_ argume_s, defenses, responses and objections

which have been or _nay hereafter be raised by them in their

_o

respective Responses to the fiasrer_s Consolidated Report and any

supplement thereto, and in their respective cross-mesponses and

cross-obj ections herein_

The following are the _e_ce_ stipulations of the

parties:

Stlp_/lation No. i: New Financi_l Statement Prosentat'ion Shall _e

The Trustees shall adopt _he fore,at of the financial

staternent and s_ppiemental scheduies recommended in the Andersen

Report, with th_ same level of 6e_ail_ and shall file the audited ."

financial statement and supp!emcn_a! schedules with each annual

account, beginning with the 112 ::°_r.nua! Account (FY I_57) o The

foregoin9 financial statement sha]ol be prepared as a special

purpose financial statement and shall be audited in full

compliance with Generally Accepted Accounting Principles

(°°GAAP" ) o

Stipulation No. 2: COrlPUS Ax%d Revenue Activity Shall Be

Effective with theiy ll_ _h Annual Account (FY 1996-

i997) and for each Account thereafter° the Trustees shall submit

5
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a special purpose financial sZatement which conforme to the trust

accounting fo_at as proposed by the Andersen ReporCo

Stipulatlo_ Nor 2: Accumulated _[_c¢_me Shall Be Re_tor_d To The

The Trustees shall not reclassify accumulated or

une_pended income to coypus and shall restore to the revenue

account all accumulated income which previously was reclassified

to corpus. The Trustees shall provide to the Maste5 a report Of.

their actions pursuant to this paragraph _ithin 60 days from the

daze upon which the Court enters its order approving this
_o

Szipulation.

o

Stipulation _o. _: An Accounting Of Acc_ulated Income And

_n_ V___f£ca _ n h B P vi o

The Trustees shall prcvide to the Master an accounting

of all accum_!oated-incOm_ith_n"_i0dalJ_:_rom the:_ate upon _hich

the Court enters its o rde_ epprovjng this Stipu!atio_. _ The .....

_4a3t_ shall cause the Trustees' eccounting no be reviewed and

verified by Arthur Andersen LLP and shall report that firm's

conclusions to the Court°

6
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Stipulation No. 5: Strategic Ple_nin E Shall Incorporate Planning

The Trustees' strategic planning proces_ which is

described more fully below_ shall incorporate planning'_for_e

expenditure of accumulated incom_o

Stipulatlo_ _o. 6: _o Fllt_e Re_=lassif!c_tion Of Acc_ulated

Income Sh_li Be _ade _ithout Prior Court

The Trustees shall not reclassify accumulatgd or

unexpended income to corpus _ursk_ant Ko H_2oS° Chapter 517D_ the

Uniform Management of Insti_utio[_al Funds Act, except withthe ....

prior approval of the Court obtained upon a petition for

instructions with notice to the Attorney General as parens _°

patriae of the Trust Estate.

Stipulation No. 7: The _ep!acement Cost Reserve Shall Be

Discontinued Pending Further !nstr_fctions Of

The Trustees shall discontinue the Replacement Cost

Reserve pending further instructions of _his Court obtained upon

a petition for insnructions with notice to the Attorney General o.
as _arens patriae of the Trust Estate. Nothing herein shall be

deemed or construed to amend or sdpersede prior orders of this

Court concerning the depreciation reserve.

7
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Stipulation Not 8: Investament Perfor_u_nce Sch_dul_s Shall Be

" Regu!erly Prepared And Shall Be Incozloorat_d
t

•o A_ Supplemental Schedules To The Financial

Beginning with the i12 _ Account and at least'annually

thereafter_ the Trustees shall cause benchmarked investment

performance schedules to be prepared° If the Trustees believe an

appropriate banchmark does not exist or cannot reasonably be

developed, the _ Trustees shall providea reasonable explanat4o_, in

the schedules for their inability to identify or develop such a

benchmark. The presenta-tion of t_hisinfornaatidnshall e_oive _o

o

include at least one-year, five-year, and ten-year annualized

income yield and total return analyses. The schedules shall be °

audited and attached as supplemental schedules to the special

purpose financial statements submitted to the Cour_ _:ith the

annual accounts of the Trustees. The Trustees shall consult with-

experts to _avelop appgcpriate ber_ch_arks which shall be util_ze-d .

_n cQnnection _ith such supplemental schedules° subject to the

review and approval by the Court, througho, a. stipulation-or order° _
. o

within 60 days from the date on which the Court enters its order

approving this Stipulation.
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Stipulation No. 9: Invest_ent Return A_alysls Shall Use _ _

.o

In preparing performance return analyses, the T _ '_ustees

shall utilize appropriate measu_es such as time weighed return

(T_R) and internal rate of return (IRE) for various _ime spans to

allow meaningful comperisons against performance benchmarks°

S£ipulation No. I0: _ " " e R v" wed

The Trustees shall undertake a comprehensive review o_

their investment policies as rec0m_ended by _he AnderSen Report

in conjunction with the overall ;strategic plannin 9 process

described below. _o_

Stipulation No_ ii: Due Di!ige_c_ A/_d Invest_ent Monitorin_

Policies, Pr_ctices_ Ax_d Pmocedures Shall Be

_re _h ed,_

The Yrus_ees shall improve and strengthen the due

diligence and investment monitoring policies, practices_ and

procedures as recommended in the _ersen Report. The Trustees"

_ha!! report their imp!ementatio_, plan to the Master _ithin 60

days from the date on which the Court enters its order approving ..

this Stipulation ............

Stipulation Noo _2: Investxnent And Managememt Decisions Shall Be

Zrmmg_uly_/l_uz_n__e2u___________

The Trustees shall ensure that appropriaue

documentation of their investment and management de_isiGns is

9
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prepared and maintained as _ecom_ended in the Andersen Report_

Such documentation shall be made available for review by the

courL_m master in connection with_ the annual account review

process_ The Trustees shall report their implementation plan to

the Master within 60 days from the date on which the Court enters

its order approvin S _his Ztipulation.

S£1pulation No® 13: r ° in ha _ - - e .....

.o

The Trustees shall prepare °a request for proposals

("RFP _) , the objective of vchich shall be the development of a

comprehensive educational an_-f-in_ncial- strategicplanfb_ ""

consideration and adoption by the Trustees. The RFP shall more

specifically define the scope of the strategic planning pro_c_t

to be undertaken° The RFP shall h,e disseminated to strategic

planning _irms. The RFP shall idena_f-y the qualiZi_%ion o--_ _-:_

criteria Of the straiegic planning firms from which proposals ...............

shall be so!icited_ Such qualifications should inciuie e×pertise

An education, investments and financial planning° The Trustees

shall seek comment from the Master and the Attorney General "

regarding the RFP and-shall-obtain theapl_roval Of-rite RFP "_r&m

[he Courts through a stipulation or order, within 90 days from

the date on which the Court enters its order approving this

Stipulation°

I0
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'' The Trustees sha_l review the responses to nhe RFP an_,

subject to the review and approval by the Court: thro_h a

stipulation or order, the Trustees shall select one or more

qualified strateSic planning firms within 120 days from the date

on which the _FP is approved by the Court.

The scope of the strategic planning project should

involve the development of an educational plan in conjunction_ .....

oo

with an investment plano The ed_acational plan should take into

account the future potential of _he financial resources of the

Trust Estate. The investment plan should be fashioned to meet

projeczed educational procram ne£_ds. The principal focus of this

interrelated planning process should be the educationml mission

of the Trust Estates

The investment olan should take into _ _ . "_u=_ acconnt .....

diversification (including thoughtful _oal=oriented asset _

allocation), risk (including income volaniiity) _ co_t-copsciou_

administration, the perpetual nat a_e of the Try/st, and

preservation of the corpus of the TrusL Estate consistent with ""

the terms of the Will.

The strategic planning firm should begi_ its work no

later than 30 days from the date of _s engage_e_t. The

strategic plan should he completed and presented to the Truztces,

li
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the Court and the Attorney General as patens pacriae within
%

twelve months from the date of er.gagement of the strategic

planning firm, unless extended for good cause upon notice to the

Court, the Mmstem and the Attorney General as Dareas patriaeo

The strategic planning !process shall include input

coacerni_ S the educational plan component of the strategic plan

from appropriate persons_ including_ but not limited to,

administrators_ teachers, staff0 parents, studen_so and _l_/nani.

The Trustees; in the prudent ex=,rcise of their discretions, shall

act upon Zh_ proposed strategic plan within 90 days after it is

presented _o them and shall prcsenn a r{port to the Cour< and the

. -°- _h__r decision°Attorney General_ as _are_s patri_c, __harding - =_

The Master shall have full access to the strategic _¢_

Dlannino =i_m to tno_o_°and review {he __ _t ..... _ cf the o

strategic planning process, i_c_u_:[ng szakeholder input, and _:ay .v_

require such status reports and meetings as he reasonably _ sees

fit.

This Stipulation supersedes the stipulation set forth

in Part i_ See<ion G of the _ ° e _ m _ ' - _°

_ _ =.- " - _ :_ " _ _:} filed herein on

December !9, ]997°

12
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Stlpulatio_ _o_ 14: A New ¢_0 Ba_sed _a_age_e_t System Shall Be

ZmmuLmu__

The Trustees shall cease to employ the '°lead _rustee 0,

system of management in administering the Trust Estate.

The Trustee_ shall adopt and implement a CEO based

system of manage_nt for the Tru:st _state consistent with the

concept recommended in the Andersen Report and hire a CEO within

180 days after the date on which the Court enters i-is order

approving this Stipulation. The system shall incorpora!e a

formal governance policy which more clearly defines the roles of

the Board of Trustees and that of the CEOo The role of the CEO

shall be consistent with standards for delegation of authority

under trust law. _-_

7he Master shall have full access _o the Trustees to

_znitor a_d review the development of the CEO based management

s_:'$tem: the formal covernance policy_ and the selection of the

CED, and may require such status :_eports and meetings as'he

reasonably sees fig.

The Trustees _hall seek comment from the Master and the

Attorney General, as patens patriae, regarding the CEO besed

n_anagement system and the formal 9ove_nance policy and shall

13
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obtain the approval of thenCE0 based management system and formal

governinc_ policy from the Court, through a stipulation or orde_o

Stipulation No_ 15: A Compli_u_ce Plan For Det_r_inin 9 Trustee

___m___naanig_n_ZhmlL_____nmr_L__

On or before November _3_ 1998, the Trustees shall

submit to this Court for its review and approval a plan for

determining trustee compensation _hat is in compliance with and

satisfies applicable- requirements-of state _and feieral law,

including without exceptions federal Inter_ediate Sanctions

legislation and Treasury regulations_in_ident thereto, and-}iiRqSo_

Sect!on 607-20_ as a_en_ed by Act 310 of the 1998 Hawaii State

Legis!a_ure_

The plan shall include provision for the preparation cf

an independent professional study concerning reasonable trustee

compensation _h_eh-utilizes 9eliQant and appropriate criteri_r

The study shall be commissioned undex zhe auspices o: the Court,

by the Court's matter or such other person or entity as _the Court

shall order, consistent _ith requirements of applicable law and --

regulation. The cost of any _uch independent professional study

shall be boyne as an expense of the Trust Estate. Should the

Trustees or others wish to contest° _ebut or supplement the study

by commissioning another study_ they shall do so at theiy own

14
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expense unless the Court first_ shall have approved the _d_{_-__cnal./

study as an Expense of the Trust Estate.
.o

Stipulation No. 16: Stricter Conflict Of Xnterest Policies And

The Trustees shall dev_:lop and adopt stricter

guide!ines and procedures to ensure appropriate compliance with

fiduciary standards. The Trustees shall provide to the Master a

report of their actions pursuant to this paragraph within 90 days

from the date upon which the Court enters its order appEoving

this Stipulation.

The Restated Guidelines shall be further amended to

include a provision requiring that future _asters review the -"

Trustees ° compliance _ith conflict of interest policies and

procedures in connection with their review of the Trustees'

Annual Accounts° '-= '° _-_ _°

=

/7 <

ROBNRT B. GRIC_AM,_ _" _
Attorney for Petitioners Richard

Sung Mong Wong, Marion Mac Lokelani

Lindsey, Gerard Aulama Jervis, and

NenrF Naaiilio Peters. Trustees

under the Will and of the E_<ate of

Sernice Pauahi Bishop. Deceased

r 15
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Atto_.-ne_ for Petitioners Oswald

Kofoad S_ender_ Trusuee under the

will and of the Estate of Bernice

Pauahi Bishops Deceamed

MARGZRY_ BRONSTER

KEVIN To WAKAYAMA .....

Attort%ey General, State of Hawaii,

in he:c capacity a_ patens _arriae

co[_E_ M. M,_rSUMOTO - --
Maste_-

APPROVED AiqD SO ORDER_
l,e _u

__ %%o. - - _l/

Judge of Che Abo_ =°- : -

oo

Order

16
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HUb° JO° 1_2v# J: j4M"I

HAWA,_

ASZ_t_'OP.D& W_TON
i_.,_.c__ 14_) R_qAUG-6 AMIO:_6

tc,99.A.l_k:__IS_:re_

A_ra_y for I_::id_,

Da_ P_ C_ _ _Ahby,Ke,,ga,

R_k_ D_ l_k_m_

_ C_JZT COURT OF _ Fn_T C_T

STATS OF _AWA_

)

DERNX_ P. _._IO_, ) _OCIIEI:I_YlI:__ _,_CT_OI_ OF

)
)

C_mv ww RO_T _ UIC_ _CIl:ITliB,DAVID PA_YL_O0!g, FI.A.NCI$

A.BCLOY_ CO_ST_C_ _ LAU _ _O_.LI)DALB LIBI_/,A_,_e _.b,"

_J_(It2/Ai_49_I_

REVESED AETACHMENT "4_
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A. PROBATB R_._,EI_(c)_TA_M:BI_T$

O_b_ 16, 18S4, a_ _ _ _ad _o _ _m w_ amy adm_d m _b_m L_

m _ fifthknttgr_t_wh_e,hha_ _ at _ _.rx_mdezcd,_ _ trast,a_, _ hold

_an tl_ _ow_ag _r_sts_namaty:

_._znaluzme,/t¢_cc_ao_.

$. :k_ DA_ PAUL COON _:n_:ROBE_LTEALANI UICHIEIITD_Ea_

AHLOY N_ALA, N_ONALDDA_._ _ _ CON_TAN_ II_ LAU _re _i_

v_.d ra_u_r bauzfi_'; the Tnz_ _ _ _ly _r _heBr_ of The E._ahz_neh_

RBO_¢O_._ 2
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t _U • x,4C_.2_ r o _ - .2,0

Schools; thea:e_ no uabm:::L,um_scermAaedorzEmorbe+aefi_/a_0f _h¢Trust.E.sta_._;

:hereareno pexsom in'_:;t m the.'1Pine_e wifhk_ the m_misg of&:c_on560:7-201of

5heHawai+iU_/forraProba_ Code orRu/e25 cf_ _waH _Y_:_ba_Cov/'LR_fleso_err _h_rz

_h_A_:ar_ey_ngralofth__ ofI.mw_ _c_g as p_we_r_$patr/_:_ who _ _ gi_e_=ot_eeo
i o

_=odo_s 560:7=201(_)O) mad 603-21.7(a)(5)+_IT_f_Pef_k_ais_ _ _ _ Prob_

R_le_3 ax_a126 (a) naad(_)+

_ DISC_q_ON

I. Ard_ Four_.tg__ffl_Willof]_rze:_P,_:mN.B_ho1_,pmvkte_ L_ I_:

ffollow_:

_acane_ear_ be y_ged by +he eJwCeeqf e m,_orlty _ _ J_+ o_ z_+

_h_power +fappoi_mea_i_N _y _h_WflI _ +_: Igs_¢tsm N hM_rkhml_

: _t m ttNr e_lleeti_reoroff:_N¢egaeaty_ a Cxm_:+

3+ Four ef _ _ im:a._mbeatJustice ¢_ _ _ _ _ _

+

+

• <............ _....... _._.._..`._.:_:_:._+_<_<<.>_:_:_:.:.:.:_:.:_`:`_:_:_._._._._._._._._._:_::_._._.:.:.:.:::._.:._.:._..'.._._: , •...,,,..:_> <, <, <........ _.......... ........
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_U. 4dJ _. _/zi_

AUG_3_ oiU_ c;;_bMM

$0o

b ao_ _r_act of _le Supreme _ _ a eo_,m:,_ _ be _f_:reA _y _ SgI:_re_ Court

rr_s "_hedl be fil_ed by _ _ _f _ majority of _¢_ _'ce_ of _ Supreme C.o_rt_

ke°"" ; 29 _m_z_11_a_m_bf_r6, 1999, _:t_ C_r_

(Veer L) _ _ l_e_iao_ fur __ _ _e L_rz_e_r_ _r Tra_zs O,s_
8

F_,_ l_me_: w_ e_zre_d on _'u_ 17, 19_. Mn. L_dseytun_ _ _a_rsaee_e_g

_r _em_a_ez_remowl but _ _o_ o_ a _ay _'t_
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11. Th_ _ _sy_d sho_1__ h_ _ _ _ _ _h_pc_rso_s

7

_m_ ¢m_i_io_of_ W_ (_i)_ _ _ _ _ _ _ i_¢4 a_i (iv)

H_ _ _ r._m:xm_d_i_,

£

u_ _b_h_oven_ _n__ 4_cusskras_ _b_:_ of _ _ o_ _nd

_S_-__da_49._ 5 .
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_L_o 3td_ 19_9_ 33: JlbPPl

o_h_s in _ c4:_:nmu_j_y.P_ido_¢rs_er _ ob_ _ co_ _ by way of

p_i_ for _eir spprowa_as _r_ _ _ _ _nl_mi_i_n _ _ Cow for _ _i_ra_oa _4

13o Pe_sne_ urge_heC_ to_bt_sh _ _ by _ch _r_ _ _n

14. _i_i_ _ _ _j_ _m_ _ _ :_(_)_ _ _w_

Co _T_T_:O_ O_VAT_O_ AND C0_'i_

Cmurr_TI_pur_os_of_h_sC__ _ het_:
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I't0 o4__d h' ° ii/J_
AUG °3i3°1999 3: 36PM

c. The member of _he Comae ahov.ld appo_z _ chairperson from among rheem.

Theemembers shm_ _e_ve w_Chomeonrpe_s_don. _ of lhg .C_nmi_,c's reasonable

cJcp_z_es_hot_k_be _e o_ of _e T_ _ _ _v_1 _ _ Coart.

ao Wheaava¢_3_ c_xxw_at_:_pe_x_xl_xx_:, th_a_-k_c_t_bem_r_e_

_bmit a p_tk_ m the C_ reque_g _ a C_ _ e_r_g_eelbaby the Court. _ _

_how_ _ _he_ is _r will be a v_e,_, _he Co_ _otfld _ _he Com_k_ee, sekxxLngits

membez_ based _ the co_¢leratb_ _ _orth_:_ve_

b° The Comu_.ee _o_ald have _c a_hodty m reta_ _ oo_suIta_: knowledgeable

,xpcd_ _ tiE; h_ug of_e_ive perse_meL The _ _ _ the Committee

c_rgm_i_g, rs_re,oJ_g__ _evbwmg al_plie_tflms_ _omflx._c_.s _r _h_ vacaat trustec_kip

_:_:_dtb_ 'l_ae ooasub, u_ _ vcrgy flzforma._o_1:_ "by_ app_fl:_nt__rcl_cl_g t_

work m _h__mmmg_y.

c. _ Comm._ r_hooldeeo_z_mm__dfll _ review of _Bpli_a_iom:r_w_. In tb_

evem: of _ e_o_t_t of _r_re_t betweea a Cammit_ m_aber _ :an al_pl_az_ who has met the

minimam qgaEieatioas,_ zaemh_r_ d_ha_ that_ _o_ai_xe_:_i__md flatly dea::fi__e

whether _he m_zu_er_ _ _h_ vfi_hdraw_ _ of_ _ _ flt_e_:km.

_b_ ofpew _mderoamide_mdo__14 be_d_ _ _X _r_:m_. The CoS, _hca

_kouki_ with_merd_w_of_he_ixpee'_g__l_=mk__Im:_freaK,s. 'l_araes_ffl_
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_._ _ _ _ukI be _t_ia_i, ta _ ¢¢_a ia a writingfil_ a a Fahlictecor& If tl_zc

ataifionat _y. _ _ lia of _. _ _ _ _Iax _ _s_(sL

Lrliimaa:::ly,k i.__ _ tl_ cart w as_a_in _ f_ of _1_l_a_ _laaetl by i_

2

d

P,B_ 44;I_49.02 [_
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® _I _ of _ _lu_ e,_:llt_ca.tio_olaw, _ or an espe_ly

TIM _ shoLtld_ c_:rt_v _ _t _ _l_ic_ll orris nearha_ he_

C4) " •

dedrable q_ees _ ¢_:_cs _f a _ _ mehW._:

_G, ai_dl:,flii:ia_oCafidr_<..lar_r_ tam law, aada aommii_:aa'nl:_ _.h_l:_ezt

i_llal_aelae,e,lxl._:Ir_ll;

If _ _:_ndklzn_s_ petc_h,ed as eta,B,, qt_fied_ prefete_.e _a be gtve_

_ul_ml_:aa applieafioa,_ the C_: to serve_:hat _ of fi_ y_a_. Tin _ shou.l_:l

any appliea_o_tfm__rez:lsl:_¢:__--_ _ C¢,a:mni._¢_I. _ lh_ C_: _ _.eordaac.e

_ _:t_ese_p_:_e_d_te_. '_h_ CQmmk_e _:_eld ekher _:n_z_d _e_pi_:_,h_m_:n_t__ the _ruzt_ or

/

T_>:._.T.>,':':<.>"T'>>:<'>'>""" '"' "'_""" ":'""'T::'T'T'>:'>:_>>:_":'>:'_'_'_:':':<_:':':<_>:'>>:'<'":':.........................................
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Co_'L

Do CO._C_LLT_ION

Upo_ _ _fuce,goi_, Peti_:mer_,_xfully pray _ fo_ows:

c_

4. _ _f__ _ _3_ o_ _ _ _ _ _ _3_f_H_or_ Co_
d
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_ eaeh _ the _c_ed pee_ _w_ _r _ _f_r_e_ _ _t penalties for
_e_J_y _y faUow de_ee_ f_L__

DATED: H__ H_._ _ __ _ of A_ l_"_J_, "

CONSTANCE _

..

U_ T_ W_I _ of
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Apri_1g, 1999

Hon.Kev_'nChang
A_ni_athm/l;+mb_t_3_::lge
C:irc_itCourt _ the First CircuS:
?'77Fh_nchb_ St_t
Honolulu, HI g_B813

RB: EQUITY NO, 2(Mt_

DeafJudgeChang:

O_ Doccember20,1997,/_r _ _e i_ _.c(_ _"_ SUps Cou_ _ HBwaPi
advi_d pf{:_b_:e_dge, me Honot'able _:_een H_r_i, _t they _ no loner be
_xecz:_si__ powers _ _ppo|_ t_'_,_Cs_of 1:he_ _:he BishopF_e gra_edby _h_

The _nds_ig_eclju_'_ce=of _s S_p_r_'_C_ _ H_ _ out In_|v_dua_
caBa_ he.by _U_st that the a'_:_¢h_ _n_d_hh_+_p b+ p_}p_'_y e_ocke_B_i_
Equ_b]No+204++

Thank you for your a_:_.ntion_ this ma_,sr+

STEVE_N H. LEV_NSON PAULA A. NAKAY._A

A_eh.
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D_camb_r _0, I_97

HOne O#l'}eaa N#m
Jueg_, CIrcslt Cc,ut_8f the F_r_'C_"o.._._,

Punah#_,4 8_et
Her_elulu,Nt e6818 _ .-

®

Dear JudgB Hiral:

The unc:_.e_gn®__uCdcesof _e Sup_rorr_C,,ou__ N_'_% tn _ur _d_#_ _:

_ONAL_ T. YoMOON '., ' 8T_V_ NoL_NSON

PAULA _.NA_AYAMA
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EXHIBIT I

Advisory Board                TRUSTEES      Internal Audit Committee

Internal Auditor

CHIEF EXECUTIVE OFFICER

     CHIEF OPERATING OFFICER           PRESIDENT OF KAMEHAMEHA SCHOOLS

Academic Dean Vice President
Administrative Dean

Kapalama Campus Admissions
Neighbor Island Campus Budget
Educational Research Financial Aid
Curriculum & Instruction Medical Services

Hawaiian Studies Institute
Grants
Ed Tech & Production

Investments       Legal         Admin       Finance
          

Asset Allocation     Communications Financial Reporting
Real Estate     Facilities Information Systems
Financial Asset     Human Resources Budgeting

Purchasing



REAFFIRMATION SUBMISSION

EXHIBIT K

- - - - - - -:-:-.-.-.--.-.-- - ------ -- -- -.-.-.-.:.:.:.:<.:.:.>:_-.:<.:..:.:.:.x..:..<..............................................._ ........................... ---- --;---.'.-.-.-.-.-.t.:.-.-_-....:<..x........................................ ........................................................... ....:......:. _:.. ............................

00086



._-° * • ®

ROBERTBI_UCE_ _1_o13e_0

2dii P|_% $_ 1400 .....

Tel_:_ho_e No.: 539-0400 _ L _ R K

A_orn_ ffiwPedfi¢_
Pdch_rdS_m,gHnagWeag_O_w_laK_f_

GerardA_ _r_'i_a._x:__e_,._o Pee_

ofB_:m_Pa_ah_BL_h_g,D_:ease_°

LN_ CIt_CUIT COUI_T OF _ _ CIRCLVP/

STATEOFHAWAI_ --

- )

o_ _ ) O_ _rrz_ _rrnoN FoR
} A_/_3VAL GF A l_IA,NFOP,. •

) CO_SJN_A&q ON _DESUAhql TO ............

) CP,_AT_ON OF A COI_i_NSSAT_ON
) CO_{tv_ITFA_-IN -AGC_,DANCE-WITb_...............
) THEoPLAN;EXHIBIT _A_ .... ._; -=- --.-...........
)
) H_:_zm_ Ap_130, 1999
) "l-m_e: l 0:00 _m,

OI_I_EI_ G_NT_G _ETIT_O_ ............
FOR AI_P_OVAL OF A _LA_N _OE DETE_/v_NhNG T_USTE_E CO_SS_T_ON

PURSUANT TO ST_FULAT_ON NO. %5AND FOR C_A_ON OFA

Thisrnzz_r_mz_ bn rz_u_.s._lyfoz':h,,::_n__m Y_Lxy;_ 30,1999;_ lO:_O_-_ _f_ .......

Depu6_ A_orne3,O_l Do_oUhySc_h=T__ Hush F_5on_ _Fp¢:_n:_forM_:_y S.Blx;_:,

?%FyF7=:
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Yu_ for Tr_¢ H_ _!Ftie F¢'_,_.

C_,g_ h_ _r_ _ _a:m.._dex'_¢l1) _ Tra_e_ ° L._g_L]_._r _..._Qf.A_,._-_-_-__A_._..

m_ _ _ A_a_,_s_.__)_ "_ :_:"' °_T _ lt_¢_ _x" •

A PlanFor D_ :-T_ :..- ° - _'To$_ ul_.t_-._.__d'_.=C___.__,_ ..........:-__"

ex.b./b_ _o _ t_x_a:__ AVr_32_, 199P(_.__M,_._::e_:.._x:_ct'9;_ ,4,)_ _ _ fi:l_::_

13a_CC,otm _ m_ _ ih_ M_"_ _

pro:miser, IT IS:HEREBYORD_:LE:D,ADYLfDGFE.D .A.N_DECW.._..I:D_ _IIo_ _.

.A- Thin-_l_:_-T_u._'.-Pedtio__h:_,d-h_L__ M_v=l__9,.1999.b_::_.-:_i._::_:_reh._-:----......-

GP,AN"H:D,_.bj__o-_e_llo'wing._.eu_--_:_d._Uova: ...........
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: - 1. _ _heTn._:_'_,_s_;m:_po._cdp_n _ be _:>d:_ m _rd_:nce _4_ _c

- ":

o

C J ."

e_-l_.4_ _o tSe Coefc

") .

C 7hg thefoDo_ng_ O) I_:_ _ _:ppo_ted to serve as _ k6thl m_-_ _f

_c Committee _:r_ p_ to _e P_n for _, _e of dc_._:t_b__h_c_:_:rspe:=:.._:_c_of the

tc_st_:: _[_l:_eKanacak_m_/aSc:_eoNB_c_ _hi N_,b/:i_E_.t,azel..........

00089



Do -_fh_._ the Coux_ finds _h_ f_r_om_ per_or_ _r_ kxmwlcdge_b_e _r_ ir_f_rm_

pe_rwo_ e_,h of whom possesses the m_e_y, :_mbiry, compeum_ _ d.simere_ed s_:_us

nc_y _8 be qu_.lifie_:l and _:rv¢ _ _n _,md_n_ _ _mczra.i_jcze_lCaramhxec membe_

1_. Thai: tht: Commi_eee _ha,l: _ndu_t m;df a:,._:rdin_ _ 'the P_ _E.._hR__A _)

render iN d_eeL_ in accerd_w,_ with the PI_ o_ or before dose ofbl_e_% Fri_hry, 1uly

30, 1999 e.t_le_ the _ i_ ex_thxl by _e C_s_

¢y_- :_-:xs

APPP.O'VlgDAS TO FORM: . ....:..

DOROTHY SELL.__
N'JGH _ JONE,%': ':- - : :

Dcpotr_ At_..o=_]Ge_,e_ral

COLBERT M, _'$Uh.'_OTO ..................
Master

/

ROBOT BRUCE GRAHAh_ JI_
Anomey for Tr_e_ _ _he'W::l _d of- .......
The E_a_e of_ezrd_ P_aa_i Bk_h:_p.
D_eas_d

EQUITg" NO. _14g_ E_t_e ofBem:i_e P_M-_._N_N-Deee_e_I, ...................

_r,_=_=_ To S_p_J_a_o_ INs. 15 A.s_dFor Cre:_do= Of A C_eau_ C_mm_

Acc_rcbu_ce _'_¢J_ The l?lss;.E_lhlb_ _A_ ............
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EX:HIBn" _A _

PLAN FOR DE_'TNG TFLUSTEE COM:PENSA_ON

This i_ the Phm fi:w _ the ccnx_vev_azkra of the _rume_ of _c K.,_zrw..h_raeha

School Bcrz_ce Path/BlOop _gproved by _e C_valt Coats o£_h_ Fw_'t Ch'va#L S_ _f_wrj_

PROCEDLrR.ALBACICC_ROUND•

fl:_ RSchard S_.mgIz_ng Wong O_ld Kofi:_,g_l_rnd_, tvL_doa tvL_cLoke.h_:fi IA.l:_:_y, C_

A_:azm_3_rvi._,_:_ H_mr_,tz_a_._J._:_1beta._,_ U_ _e Will _:I o£ _ _ _£Bg _i__ - -

_,_ _i_h_.D_e.a, (_ "7_ s._ _u.1:_:-_?tK_,sC._,_¢orr,i_review_:_:_-_v'al_.....
. ;.'..

• . . .- ,. . .-- , ",

_q_reme:a_ cff axa,_.e_ad feE,cod L_w, _c_ih_ withot_t excepficnx_ £e_.l _e_::_._,_

_ra_nad,edby Act 310 _frha I_ _¢_'i $_t_e Legi,,_I,,_.

$_p_uo_ No. t5 ffiun5._ provid_ that the plan t_ha_1Lucluge provL_o_ _r the

the _uspi¢cs of tJx_Co_rL by the Co_:n°s _wt or by _ other _rsou or eutity _ _ C.x_

SlipuL_.ion Nm 15 a_o p_avidm Eha.lthe co_,. Of _aay_epe_cl_ax pr_:ffe_r_do_ _¢a._ly_r_b_]

be bova_ _ _ expvo._x:oftha 'hxm E_: _ _ :_hould 1he Tr_we_ _r a_e_ _ _

rebut or wap'p_ez_ae_lh_ _dy by co_ssi_ng _no_hergruf_y,uhey_h_xlldo _o _ _be_rowa

KBC_7.2_L_J_
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oo .

_e,xpe_e,ualeza the Ca_a_f_m shzl.l have _provo:__h__:k_do_lsvady as _ ¢xyeasz of _&.¢Tram

TYLE TRUSTEF._" RF.SI_I_SE

The Tru.v_ _}_dh_t_hlon _ovcmb_ 121,1998_their _ _ ",.,

Re_po_ theT_'_.._:_ _ forfl:_ _¢ fotl_zW_mgf._l_:r_ and _t_ h_w b_kgroxmd_ _g_:L_wkb:h

,

_s_tio_.'" _ __ __._x_ _ _._ if _f _:o_m.i_ 5c:_,_5_isp_:_.i_ _i _ :- -- --"--

aa _cm.pt wgzni.z,_:;_ dlrazJy or mdi_ly t_ cz for_ _ of any _di_,_._iti_ pers_:mY_as a ....

m_,zr.,bc, of" _e em:iry'_ go_c:r_,g _ "if uh¢v_ue of _6 &::_:moh:._cb<_aef_: p_. t_ -

con.sidcx_n Lu.lu&_ _:_ pe:rf_:n'rva_._ofp6_.aa_ _z:r_Aa_.

_zr_/c_ r_ndcr_:_d_ _m _ m_m:/be_zof their gov_g lxmrdz _nd other _eai_ zu_ff mem}:m:.,,_,

Code wA _.egu.L,_6_s__ _eir o_mpcmztiv_ _ m_@c_r_ federrd _cu._.&:_yfor __/_t_

?
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-_ .Pr_:_p_:_sed_ _,zve_ue Ser_,_eC_S") regul_5ozs_t_ac_.uC _ 4955 were

fit_ o_July 39. lug _ the .K.__._:_Le__ They_e r_ _mpezs_5oa of _djs,qu_alifi_edpersons

may _ exceed "_,a.g # _-e_z_naMe _nrd_ra_gthe ,Sn:_._n__._z_cez"° The pr_::_ed regu_o_s

pwv_de _a _[c]ompeea_zqzmfar t_ perj_rmance _(s_rvice_ is rez_n_ble _f,_ _ only such _waa_nt

_,wdd _rdinari!y be ,paid f_" _ikg sereh:_:_un_ like cgrvwru_ancg_. _ _ ]_eg_A__6_a

_ d_ all_a_anc_ lord de_W, nJfar _ _,pensaa_n _ may nae _ _

for _ _,_.'vic_.s_ _ _n_erp_,i_esr_ndgr,lbhz_i_'_nnnad_c_:

Coz_e_.._c_t,_ _e:porr_ ,cheser_7_gpmpo:_ed S_e,n ,_958 e_ severz] _r.nmme_:_ _ _¢

_zr_dz_d__loped _er ex_g R_ S_ _62 _re :app_czbl¢h_ deum_.kXgwhe_b,er

_zcep: red_,u:=_ _=_e:t_z_:_ merely be_::zus_ h_ ar sh_ recd_ ser_4_es _ _ _._emp¢

or_zz_ _ ors _:zx_,bleee,.t_y,

promu|_e r_cras _ yrh/ch _ r_b_r,ab|e _resump_cm could bc _v_kex_ Lfa _-e_:al_

petrol. "D_u._,_ pro_:_z_ed S¢c_,/o¢_49_ _gu_fi_ h_zlude _xu_h_ _'d:nzWab_eyre_umgfi_

pr_:e,_:ktr:.
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Under_ prc_cscdrcgul_d_%p_yraca__d_z _ ¢___ _rr_a_¢_ b=t_v_ca-_

_,x_c_np_edu,_:_:_:s_/_:_rg_'dz_:t_nzsddisqv_fic_pczs_nswillb=prc_mcd_ bez=_so_ble_f

_= fo_dag proc_l_ _ _d:

cx_uut_c _f _ _vcr_ag b_ c_os_d _ly _f md_,_l_xt_ wh_ _

3° The gov_._-zf_:_g_dy _" =_:_:_w_ _d_u_ety d_s _ b_,_s,tim:

For_z==nb=_f,¢¢_r_r_ sz s govg=_g body_ _ c_s:_der_.t z_t _ _ _ co_9,kx

I. ber_zcd w C_e._be, _abcr of _h¢ f_r_flyoQ _y dl_y=li_ pcm= who_e '"

" cc=_,pe__._ hck_gd,_.; o:-...... -:=-

Z be _n _n _:_:rploym=:rE_.zdon.sh_ps_abj_.__ th_d_ ozcon_x>tof _zzy_:h

d:_quz_fi__ " ...........:

4. _avg my mz_.ed_ fm_nd_ h:=_ _ w_ulct b_ _e_:_¢d by the ¢.o_pgr_sxdo¢_

5. mp_:_:;v.__ _ _:_:_.-r_sp_ .___:fi_. pc_ _ -h_.,_.avgrovce_-or..................

vc2d_pprove _ _.=,do_ _'d_iin_ _onoaficb_ac:E_to_e m_a/t__

o
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detez:rN,_ir_gth_ cv_'_e_ase._i_r__f c_hnrit_bletr_ee_o 1Met _o Jan_ 1, 1999, _rvx_e

: _ozapea.sagcrzwas based _ _ scSe,dtge of l_x:entage_ applied t_ the _ual _ce, me _f

•°.- Traa_ E_te _ certair_ o_er am_n_. _Effex:6_'e.J_auzryA,. _999_ tl_e.e_cds_ir_gr_he_ale ._ • -

_bolL_heda_ to _e WaStes of eN_xirzbtctrtx_r._,N_oug_ i_ rereads _a cffe_ for _r_._tee_offot_er

Az _r_ez_:_ed_ § 6(17-20 era, Hawai'i Revised S_ztule_ Vre_cid_ _ _o3! _ foI_z:

(a} Norca&h_t_zndi_g arr_ e_ pe_¢i_i_o in the case of e charitab_ _r_eaL tA¢

(b} 77di_secrien s_aI1 app_ _oexL_ing and _ew che. ritab_e _= _rabdahed _fler

_1_,eff_c_e daze af N_s A_; p_vld_d ¢,_ any' pro_,Lr_onsemexdsffngs'_usz .:
ag_ee,neezL_ _eg_rding _._a_tee com_atioe_ she21 a'N_ez-sed,e _fiLrseceioe_

The 1:rte_rnbte _oAct 3_0 _ds a_ folloW_:

The _e_islerurefiad_ that _-e fs _ "_ong-s_a_Cmgrrad_ae_ _4_er_b2e
t_ee_r af _r ctuzrixabl¢ e_r_tff_rserve wit1_o_ c_mper_eai_n. N'7_f_e the
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( le_.slaa_re _:_o_.rd_r_ _ch vot_m,_r_rys_rct_ct _o be a_,m_imbt_, ir beti_,_
• "_.s_e_s _f _zr_ble _ should nor be ._ohtb_d by _arure _ mcei_:

com:e_m_zzfen. Howev_ _ruszee, who reecet_e comper_a_ten from a charitable

zr_zszhave a fMu_ar: d_ay _o make ,_re auch compemat_o_ is n_ in exce_ _rf
.what _ r_I¢ _rMer rA¢ cir_:umaaac_z_ in addition ¢o e_ c_mon law

alto _ach ,r_t_ea =re aTzbject_ownaJV underfedezod i_¢r_ne_dL_¢ _anctio_ Jaw
_hey a2lo_e *heir camp_zsa*_on g¢_¢x¢_M what i_ _._ble tarrier the

circurn**ance,r. _V_o_el,dge_zble a_a' _:-_tenzfoned peo:2e ¢_zndiffer an _]w2 is
reazreaaMc _:om_zr_xeMon _r_ aM _amdar $1_a_iO_o _u_ _ c_c_,rzT'o_ce.r_r_" are

. c_d_ a,, dmy of_rus, ees _orroaccq_,e c_mpensa_fon aboPe w_ L_reasonable
under the e_r_r_ance_o

_LAr_
• .e.

thepmpo_ ofdzranzaiaizgth,comp._ o_the_ ore K,_meh,xmei_z$c/_:_oIsBem_

X _'_:veC_t:_m._Jzlee2shnllbe col:nI:_*e6 of xh_ee(3) _ _e (5_ pcrz._:n_._,_ 6cte:m_i:s_d_by

_. The C_ _ caa_:ir_e _ C_,,_ ul_ _ t._*dg_ _f _he Y_BE- T_s_._ ........

_heAttorneyC._meralaaparempe._r/=__o the Trm_ E.s_:m__r _c CouWs %hca*h_ramb_a_ma._e,_

_. L_dd_>; the Comm_/ceshdl be-co-r_i_uxl. _' _ CO:mrt-_hra/_.r_y (30) daysof ........ ::

the entry _f_ cnd.e:r _2pr_',r_g _ S6:p_qafio_. "Ihcrea.fler,-the Ce'mr_fi_:_e_-,h2/_be ce_m,.ha.v_A°pmr ........

_e_s ofu:n _ ,_w._ crew/_ (3) years_ _ p_6_a by _e ,A_:_zr_7 C_:=erd _r _h_

[nmaraben__a_ro_ _ he _ _po_:_./bi_w of_he-KSBE Tn_sr.ee_ r_ _.az_eThe_li_g_f a p_::_/_

z, tez_szevery, _ yCmo

5. 'The Commj_ux_ shal}conaL_t of k:n_wle_}geaSleand hff.onned pc__:m,_-e_.._h ._f-----_ - ....

whom theCourt f_ds w possessth= integr:_, l_robi_y_corape_¢r_ _d di_t_zzs_d spas
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_nd¢__p_t_c_bieIRS_gu_.

6o Tha COc_x__hafl_ig_a_e_hem_ of_h_Coznafim_

7. The _e _u_ _ob_ d_t_m_ by the Comrn_ee _b_ b_ "'_/_/, a _o_bge;

annua$amoungof ¢ompen_az_on_o be pc_d to _aeh _f th¢ _s_e_ of gh¢ tCam_eha Shoots

BerMc¢Pauahi BL_holo.__.r,_ "_

& T_ Commt_ _ ¢,omm_ _ iaxdepmmemccaz_pea._zi_awarv_ fzrar_z

_m:x:_ _,av_ L<b __p_e m_jo£tyvo_ofi_ m_ra_,_ k_Jl _ tl_ _ _ more

_..

exemptfor fumcfi_r_/Iyec_nbarab_-l_/:_i_o_..(_ irev_ev¢-.and_ _=-ava_!_B_]_¢._f_ ................

_,'ie_ m Ha_'_ (m_ re'tinvim _h¢k.S_E Tm__,:ees_a "_r _t._- _ the _ _

"o

_d_cm ofoth_l_v_m_ff_ by_ fimaor 5x_n_ The _ of_ny{__:

shallbe ¢r_Jfie__o_ub_fi__uah_vid_mx;e_u_imony_n8 LncL.,Zp,e_:_.d_tl_rof_ _a_ f_r_h_

,.:.:.:.<.:+:.>._............._-,..>,.,.,.,.<._<+:._<_:_:<_<.:<<.:.:z<<<<<<.:<<.:.:.:.:..:<<<_••<'"'-"_...................................._""":_<<<':"
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C_mJ_°_ _ _ _eeaid_amio_asmay be pa_in_ax_ tn_d _o _, Co:m:rad_ae°_

dd_txaa_ion_

IL _ KEBE Tna_va_s___¢ =o_aand=qaeeae_tnaybepaidot_ of_ Tro_v

_= only_ap_nxba_=xp_ _la_v_1of_h_Co_ar_

12_ TheAudrey COemg_aYs_I= =_ _ _ _y be_ outof_ba_

aballm_{b=ob_$r/m revaS"_eaaypub_=_zhz_y uade_ ¢b,=Coc_sn_ua_hy:sinW_majority,roe=......

be_biiSsdu_revelve anyp_:b_ic_ximonytread_a _aznci,s_¢_poaai'ble,1:maba_v_pcni_eazt_axl

m_ial.

4. 'TheKSB£ T_,u_vce=sor _ rgprm=za_ve_dacA_ra:_,_ _ _ a d_la._y,

_ Comm.i_ &xW _:m.y _d_ by _b,coComm_¢ .dXaLlbc _ wd_ adXilah&ll _7 _je_'_ .....

m ir_peecgonandc_p>_g by the KSBE Ttvau:a:a,the A_n:_" CC_aaeral_ i._aa._:nb=:_a:m.a_,_::ro

I5. 'The Commiu_¢ ta:aai_.=r:i_°_fi_',=. wkhia-_L_-<_3,m,om:h_:uril¢_Kthe time R --:

e:c_.,,1 by '_.heCorn ff._"g_:x>dr.aa._a

16. No C,aam:tkte__ be c_m.pea_ate<Lex_epi _r :re_.1aua_svmemof_ar¢.a,_:m.alal¢out

ofpoenR_ c_p_L._ , u_di _.s _cL._m _ _ fih.d _, a_-o_.h_'wL_ _by_h£ C_._I; ........

17o If _¢ CommJ_c_fib or i_ _wabl¢_:or_xte:r_._eay _t_i_i_an._:_Court.W_:_u

_a_Gv_6_ g
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A_omeT Ckm_ral azxl the iucamal:_:s_z_.avxa"a11]:_ffes_onal corspensa_i_a =indies ea:ea.a:ah:/om%lor

- .

:_:1:_ and wkh aaay"_ _ _n:_r_:_a_a::_i_i__ r_ceiv_ by _ C.a_a:z_:=i_ '_._ =

\

m.¢ aa_doargca:a¢o]:_:_ _faay amd-_.ii_¢'oaa_ R:_e_::ifica.I_ty_'e.fe_'r_d_ 'ti:hh-daa.7

2:. Th= Com.z:,=it_.g__y b_ Kt_a.ll_uatbe a_:_:mL.=:_m 5te w_ _ C_tax _y vt.l_erwri,_;e:_:_.

evidea¢¢ or _t:_xx_o_.s re¢_v_gaa_ or _derv_ 5y i_ ao_ _R a_di_o_al fiiiag_ _ be
.i

22. T_ Cox::o:eA_tg_':__ea_x'_do_ .ghadl b= de1_rmiBe_db_, a _k major_ of

Corneadm_. Dis.s_:a:_:i_gCo_D, ga_I_e_bea_ shallb_ _fifle,_ ua _¢ with _ C_tlr__ s_

off.dr d/iaasma__aad_ r_ _r_f_o

23. Upon _d_ o.f@_ _laor_ _f_h_Ca:m::_d'_e_- _C CoUrt _1_allge,h_i.!¢ a _ _ ......

which theY_BE Trvxtees,_.basA_ona_y C_cral _ _ hammahem_mzs_z _hallb_ _dgwz4zd_aa
o

.

oVpcmmiry m he heard.
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,° 24. The Co_:_:z_j_xee°_d_,h_m _ be ezSrJe:5 to a presu,mpdoz _f

re_s_.b|eae_. The C._urt may z_:_grove, _s_7:,pmv¢ _r modify _e'de_er_:fi. na_:gon of _e

Co:nra_u_e. If app_xr_ by _c Co_zr%the daerm:.zzfi_ cf the CCxn:nz,d_ee _ be £_zL

c_iuzSv¢ _d _a/_ _bj¢_ oaly _ appe_ _z_prox6de_ _ _e _es of co_t,WtoIf f_e C_ut_

f_:_ds_e Co_mra_uee'_ d_ne_,'a:_,_:_o__o 5_ denr_y erroneot_ _ _ Coara_/=ee r_ have abnsed [_

dL_::refio_ the Cour_ mzy _i.s_ppr_ve the c_e_era:_dcn:x_ w_,.eh _ea :r&n_dbe m.-t__d v_icL

_c CCx:_t_qsh_3.1_,_e_ reoo_ _e m,_r to _he Ce_:zzit_ee or p_t_y co_e _ new

25. If the d_xer'z/zz_o=of _he C.emm_e_ _s _e.d_fi_:x_ by _he Cou._., _y _ch

=odifw_zdjo=sh,_dh¢m:t,_e M _ _L_.cc_z _i_ _ppYe_ p _rL_ ef_ _ f_e:ral

26° The Co_zrt _ _:2._pi:wove _e Co_:_:tua/_tee'sde_e_n _a _ fo_c, wLng

ctrc_ur_su_zce_: {a) where the dec_ w_z _gr_x_r_ by _W_pt_a_ fr_u_ e¢ _ me:ant: or

(b)whereC_ wn_ _Sdg_zpzrdz_ry_rcormpfi_ _n _e Connrhue4_rarkVof _ mem_:r_;Or

(¢wh¢_ ee C6m._=_e.mezzbcr_"o_ _y o_ ttxec_zwere _y of _d._._4_t h_ _

ncgle_:_6zgto obta/n-_A¢ rc:_Ta/.r__dcpez6enl _tdd_._, or m _g _o hem e'_d_::¢ perG.ea_ _ ......

_a._.t lo the L.%_ Of eo_x_pc:xg_fio_l:_'_:_ff_:r_dby theKSBE Tru_c.a_:sor _ A_y _ _ ......

paeans _grrgae _ _e Trw._ ._,8u2_:,_rGf _ay offacr_:6_,eha_, _ w_jeh da_ _z=re:_:s of KS'_E or

_z was'Lees l_tve 'bem_ l_ej_ce_:_,; or (d) where _e Comra_ee _:=e:_te_ _s I_: _r s_
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27. The fore_mg _h,_l__t be decmc_oz _on_:nm:_m lhzfi, the C_'_ _Zh_firy
(

2_. Tb_eC_:mami_xee_ bc _:_bly c<_:r_:_en_az_dcruz_f _ TAt _ far [m

_ervi¢_ wa:tks comlpe_fion ah_Llb_ _ by _ (_.=r_

29. The Comam_t_e_e_but r_a__adhdduaR m_hez_ ..d_aI1be_maa:_a_:iz._ _aa_ ¢_:var_pe_a_

_.¢h r=umdo= _ be _mb_ _ the p_r alapax,_,'*l_f _e Covaa:_.Co_'a _:_a.warmJaa=

o_cea:_,a=ro_=e_r_0fthe Co_'t _ theirac:_:i_x_.shallam_¢_a:Lv_aa__ _ _ aa!y-l_urp_-
%

7_

C_urt_ av-ad.lab_e fo_ _zspex:_5o_¢raly by fa_ Court _t_ ma__ea_, _e A_o_ GeB_"_/ _

_a¢ _o the _r_a_;a_ fimE_ Caagg_r_aa:_,aru:lthe _emal Reve_ag Sere,it= of _¢-Uz_a_ .....

S_arzas°

. , o ;,

*_ TOTAL Pf4GE. 17 4
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