
 

 

University of Hawaii 

Cancer Center         

Proposed Business 

Plan Update 

 

  

2016 



 

 
1 

UNIVERSITY OF HAWAII CANCER CENTER 

PROPOSED BUSINESS PLAN UPDATE 

For the UNIVERSITY OF HAWAII BOARD OF REGENTS 

 

Table of Contents 

Executive Summary ....................................................................................................................................................... 2 

Background & Objectives ........................................................................................................................................... 2 

The Center’s Business Strategy & Implementation Plan ................................................................................................ 3 

Phase I-A: Balancing the Budget with Integration to Deliver Cost Savings, and Appropriation(s) Augmentation ....... 3 

Phase I-B:  Remodeling Research Support & Investment .......................................................................................... 5 

Phase II:  Providing New Funding Streams by Maximizing Assets ............................................................................. 7 

Expected Results ........................................................................................................................................................... 8 

Financial Benefits (refer to the Financial Forecast in Appendix II for details) ............................................................. 8 

Technical Benefits (increased productivity and efficiency) ......................................................................................... 8 

University & State Agency Benefits (increasing research innovation) ........................................................................ 9 

Other Benefits for the People of Hawaii (promoting economy, health & well-being) ................................................... 9 

Conclusion ..................................................................................................................................................................... 9 

Appendix I – Warbird Partner’s Assessment Report .................................................................................................... 10 

Appendix II – The Center’s Financial Forecast ............................................................................................................ 33 

 

  



 

 
2 

EXECUTIVE SUMMARY 

The University of Hawaii Cancer Center (the Center) is one of the National Institutes of Health sixty-nine coveted 

National Cancer Institute (NCI) designated comprehensive cancer centers.  As an NCI designated center since 1996, 

the Center produces new oncology research that evaluates Hawaii’s natural resources (marine life, plants, and 

microbial organisms) as new therapeutic agents for cancer. The Center is known as a leader in bridging its 

understanding of cancer mechanisms with an understanding of the nature of epidemiologic differences in cancer risk 

affecting our different cultures and ethnicities. Additionally, the Center prides itself on providing Hawaii with clinical 

trial opportunities while serving and educating Hawaii’s people with cancer prevention and control interventions.  The 

Center’s catchment area extends to the Pacific – US-affiliated island nations through its Pacific cancer registry, 

partnership with the University of Guam, and various cancer prevention programs. The Center also serves as the 

headquarters for an NCI Minority-Based community-based clinical oncology program in support of local cancer 

providers.  Many students in Hawaii receive scientific training in laboratory techniques and cutting edge research 

through the NCI sponsored summer research programs and graduate program sponsorship. Finally, the Center 

generates over $20 million in federal grant expenditures each year that significantly contribute to the Hawaii 

economy. 

To uphold the Center’s NCI designation and accomplish the Center’s missions effectively and efficiently, buy-in and 

advancement of a revised business strategy from the Center’s stakeholders, faculty and staff must occur.  This 2016 

business plan provides an updated summary of the University’s objectives for the Center and a two phased solution 

based approach to align the Center’s education, research and improved patient care missions as Hawaii’s only 

cancer research center serving its people. 

Background & Objectives 

In 2010, the Legislature and the University of Hawaii (UH) Board of Regents (BOR) approved the construction of a 
new Cancer Center building.  The new building was necessary to bring the Center’s collective faculty and staff 
together in a single state of the art building to improve cancer research productivity, ensure recertification of the 
Center’s NCI designation, and reduce the dependence and costs of multiple building sites that did not meet the 
Center’s research grants and contracts activities requirements.  Further the primary facility on Lauhala Street was 
facing a significant mold abatement challenge and an expiring, nonrenewable occupancy lease.  
 
With a healthy cigarette tax reserve of over $38 million in 2010 to financially back the University revenue bond 
issuance, UH forecasted that the Center’s annual $19 million cigarette tax allocation would fully cover the new 
building’s revenue bond debt service, facilities operations, repairs and maintenance costs.  These infrastructure costs 
were originally projected at approximately $18 million but currently range from $14 -$15 million annually.  As per 
Hawaii State Legislative statute, any cigarette tax revenue remaining after all debt service and facilities costs were 
fully satisfied could be applied by the Center to further the growth of oncology research and thus enhance the service 
to Hawaii. 
 
In 2013 a decline in annual cigarette tax revenue of nearly $5 million annually occurred. With the Center’s annual 
cigarette tax allocation reaching only $14 to $15 million annually, all excess annual cigarette tax revenue that the 
Center’s has depended upon to advance oncology research and support cancer-related programs for Hawaii was 
eliminated.  To mitigate the loss of available funds, the Center began to use its cigarette tax reserve fund to continue 
its mission-directed research costs.  Additionally, the Center approached the Legislature in 2013 and 2014 to begin 
discussions regarding a sustainable financial solution to support its cancer research activities beyond that possible 
with significantly reduced annual revenues.  
 
In December 2014 a new interim Center director was appointed, and was charged to develop a new Center business 
plan.  In March 2015, the Center’s interim director, serving also as the Medical School dean, presented the 
framework of a new Kaka’ako campus operations business plan proposal.  The proposal introduced a modification to 
the Center’s research operations to reduce its cigarette tax reserve dependency for research operations until a viable 
solution could be attained.  The proposal also introduced a cost reduction measure to integrate the Kaka’ako Health 
Sciences campus operations to eliminate operational redundancies between the Medical School and the Center 
(resulting from separate unit operations).   As the Center and the Medical School began the process of discovering 
which campus operations and administrative services could be integrated to eliminate duplicative unit and campus 
services, the Center’s recruitments were placed on hold (i.e. leaving 20 appropriated and unappropriated positions 
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unfilled including the Center’s permanent director and associate director).  The Center also reduced facilities 
operations expenditures and limited research support and investments.  These measures are anticipated to reduce 
the Center’s overall FY2016 expenditure budget by $3,000,000 from FY 2015.   
 
Understanding the need for new resources for the Center’s research operations, the UH Manoa Chancellor and UH’s 
President secured the services of Warbird Consulting Partners in the Fall 2015 to (1) assess the Center’s financial 
status and (2) present the University with a business plan concept that could be developed to ensure financial 
sustainability of the Center. 
 
Warbird Partners’ assessment report concluded that the Center is unique to other NCI comprehensive cancer centers 
residing on the mainland.  Their report noted that most University cancer centers are supported by clinical patient 
activity tied to a University hospital.  Warbird Partners strongly advised that the University consider in the long term 
operating the Center as an Enterprise Fund, i.e. a unit that is operated semi-autonomously from University to allow 
the formation of joint ownership with the Center’s community based medical centers (see Appendix 1 for Warbird 
Partners’ report).  Warbird also noted in the short term and with existing authority, UH can: 

 Complete key recruitments 

 Improve operational efficiencies in collaboration with Medical School / Kaka’ako resources 

 Refine financial accounting and forecasting capabilities and assumptions 

 Initiate a plan to build out and operationalize the shelled space (i.e. Annex) with revenue contributing, 
mission-aligned, non-clinical operations 

 Pursue research funding opportunities 
 
For UH to establish an Enterprise model for the Center, several years (minimum) will be required for planning to 
modify legislative policy, securing joint venture partnerships with the Center’s community medical centers, exploring 
new relationships for current employees of the Center under the proposed Enterprise model, and developing a 
functioning comprehensive business plan for such a novel proposal will be needed.  Given the current cigarette tax 
reserves and magnitude of operating deficit, UH realistically has 1-2 years to fully launch such a plan. Understanding 
the time commitment required to investigate and/or further develop Warbird Partner’s Enterprise model concept, UH 
desires that the Center begin to operate under a viable business plan now that considers Warbird’s short-term 
suggestions and meets three University objectives:  1) Reduce the Center’s dependency on cigarette tax reserves 
without financially depleting University appropriations, 2) support the retention of the Center’s NCI designation, and 3) 
provide for a future increase in revenue streams and maximize vacant space use.  

THE CENTER’S BUSINESS STRATEGY & IMPLEMENTATION PLAN  

Warbird Partners confirmed that the Center’s fiscal picture is challenging and complex, and a simple solution within 
UH will be insufficient to sustain the Center. Using a two phased approach, this plan offers solutions that address the 
University’s objectives in the form of deliverables, initiatives and future options.   
 
The proposed solutions presented in this plan, once approved and implemented, will finance the Center’s research 
operations continuum on budget while promoting growth.  The solutions include a focused management and 
administration business operations model that emphasizes both academic and fiscal productivity and efficiency, 
introduces commercialization of the Center’s research assets, promotes an increase in research grant and contracts 
with the recruitment of key research faculty and international partnerships, and integrates campus operations with the 
Medical School to increase service, create new revenue streams and eliminate campus redundancies.   

Phase I-A: Balancing the Budget with Integration to Deliver Cost Savings, and 
Appropriation(s) Augmentation 

The Center depends on cigarette tax revenues to fully satisfy its new building debt service and facilities operations 

costs.  At present levels the Center’s cigarette tax revenue allocation covers these costs; however, based on 

historical trends, the Center must conservatively anticipate that the Center’s cigarette tax revenue may continue to 

decline at least 1% per year.  These declines are due directly to a reduction in tobacco products being purchased, 

and more importantly reflects Hawaii’s population taking charge to improve their health by smoking less.   

In order for the Center to address the University’s first objective of operating the Center within a balanced budget, the 

following Phase I-A deliverables and/or associated requests have been drafted. 
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Phase I-A 
Deliverables 

Description Center’s Potential Cost 
Savings 

Status / Projected 
Timeline 

Integration: 

Campus Space 
Planning 
Maximization 

Using the remaining $4M bond 
funding, the Center is 
renovating existing Medical 
School space to house 
specialized research 
equipment and to improve 
Vivarium operations to 
advance cancer research.  

The Center is unable to house 
the NMR and Vivarium oncology 
research activities in the new 
cancer building.  The Med school 
facilities are being renovated for 
the Center’s NMR equipment and 
Vivarium needs. 

 Plans to renovate 
the Medical School 
facilities for the 
Center’s needs are 
in progress. 

 Center’s anticipated 
renovation costs for 
the NMR and the 
Vivarium is 
approximately $2 - 
$3M and will use 
existing construction 
bonds. 

Authority to 
Make a 
Change: 

Kaka’ako 
Campus 
Reorganization 

A campus reorganization 
concept was proposed in a 
former Kaka’ako campus 
proposed business plan in 
March 2015.  A campus 
reorganization is required per 
UH policy to provide the 
authority to integrate both the 
Center’s and the Medical 
School’s administrative 
services to operate as a single 
campus. 

The reorganization will 
upgrade and improve campus 
service delivery while reducing 
duplications of administrative 
services on the Kaka’ako 
campus. 

Proposal to integrate the IT 
Network and Telephone Systems 
is being socialized.  Potential 
cost savings for the Center = 
$100,000 per year. 

Anticipated integration and cross-
coverage of janitorial, 
landscaping, facilities, IT, fiscal, 
HR, communications, 
contracting, and special events 
will render personnel savings for 
the campus from attrition, and 
reducing the need to hire more 
staff. 

Plan assigns responsibility and 
financial authority for campus 
administrative infrastructure to 
Medical School dean with 
consultation of Center director. 
Attrition has already begun and 
over a 3 year may save both 
units from $250,000 to $500,000 
annually.  

 Reorg was 
submitted to the 
Chancellor’s office in 
Sept 2015. 

 Union consultation 
anticipated in 
February 2016. 

 Anticipated approval 
by the UH President, 
no later than April 
2016. 

 Reorg effective 
implementation date 
July 1, 2016. 

State General 
Fund 
Augmentation 
Request: 

Funding the 
Center’s UH 
faculty and staff 
state counts. 

$4-5 million in annual State 
general funds are requested.  
Paying the Center’s state 
counts cannot be fully funded 
on the Center’s $2.3 million 
State general fund allocation.   

Therefore, the Center fully 
depends on cigarette tax 
reserves to cover the majority 
of the Center’s research 
personnel.  The cigarette tax 
reserve is a finite source of 
funds.  These funds at present 
usage will expire in FY 2018. 

As an equitable measure, the 
Center’s UH state count 
personnel should be placed on 

A sustainable source of funding 
such as State general funds is 
needed to fund the Center’s 
research faculty and staff.  

Use of $5M State general funds 
replaces an equivalent $7M of 
cigarette tax reserve funds (a 
40% savings); thus refocusing 
the remaining cigarette tax 
reserve funds for one time 
investment initiatives to build new 
sustainable revenue streams. 

Without new funds, the Center 
will need to lay off hundreds of 
UH and RCUH employees within 
two years due to financial 

 UH, with the consent 
of the UH BOR, and 
support of the 
Governor has 
requested $4-5M in 
State general funds 
to be approved in 
the 2016 legislative 
session. 

 This request will 
also fund the 
recruitment of the 
Center’s director, 
associate director, 
support staff, and 
new faculty recruits 
mentioned in Phase 
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Phase I-A 
Deliverables 

Description Center’s Potential Cost 
Savings 

Status / Projected 
Timeline 

a sustainable state funding 
source (with fringe) similar to 
UH’s other organized research 
units with equivalent UH 
faculty and staff counts. 

exigency.  I-B. 

University 
Investment 
Augmentation 
Request to 
Support 
research 
operations 

 

The University currently 
provides the Center an annual 
10% investment (a percentage 
of the Center’s present state 
general fund allocation) plus 
security services via its tuition 
special funds.  However, an 
annual University investment 
of $1.5 million is needed to 
fund the Center’s 24/7 facilities 
operations and balance its 
annual research support 
budget.  

This sustainable funding 
allocation will eliminate the 
Center from using its finite 
cigarette tax fund reserves to 
fund routine research support 
expenditures that cannot be 
covered by research grants and 
contracts.    

 Preliminary 
discussions with the 
President and 
Chancellor have 
occurred. University 
leadership commits 
to increasing its 
annual investment 
using University 
funds to $1.5 million 
(or 20% of the 
increased state 
general funds) 
beginning July 1, 
2016. 

Phase I-B:  Remodeling Research Support & Investment 

The University’s second objective is for the Center to retain its NCI designation.  The Center’s Phase I-B initiatives 

implementation rely on the Phase I-A deliverable outcomes and approvals.  Phase I-B initiatives are designed to 

assist the Center in maintaining the University’s NCI designation while allowing for expansion of its oncology research 

growth.  As an NCI cancer center, the Center receives a funding award of over $1 million annually to ensure the 

Center adheres to NCI’s requirements.  Additionally, the Center has the opportunity to apply for NIH funding that is 

only awarded to the NCI designated cancer centers.  At the present, through this mechanism, the Center receives 

approximately $4.3M in annual research funding (direct and indirect) that is only accessible to NCI designated cancer 

centers. 

Warbird Consultants mentioned in their assessment report that University hospital-based NCI cancer centers require 

faculty to earn 80% of their annual compensation through research activity and clinical practice subsidy.  UH’s cancer 

center is a community-based matrix cancer center (i.e. not directly associated with a University hospital); therefore, 

faculty compensation funded in part by hospital or clinical practice financial subsidies are generally not available to 

support research faculty members. 

To maximize and incentivize faculty productivity, the Center must modify its present faculty compensation model and 

its research support investment process to optimize its resources.  The following Phase I-B initiatives address the 

needed change in faculty compensation required for the Center to allow sustainable growth needed to meet the 

University’s NCI designation retention objective.  Some of these change initiatives must be drafted with the 

assistance of the Unions to ensure implementation and cost saving measure success. 

 

 

- Space intentionally left blank - 
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Phase I-B 
Initiatives 

Description Financial Impact Status / Projected 
Timeline 

Director and 
Associate 
Director 
Recruitment 

The Center needs a dedicated 
director and associate director 
to operate the Center effectively 
to ensure the advancement of 
the Center’s missions and 
University objectives. 

No immediate savings will be 
generated. 

State general funds requested 
in Phase I-A are needed to fund 
these positions.  Presently 
these duties are being covered 
by the Medical School Dean 
funded by the Medical School 
and the interim Associate 
Director funded by the 
Consortium through June 30, 
2016. 

 Director search is in 
progress.  

 Associated director 
position description 
is in route at Manoa 
OHR for approval. 

 Both positions 
ideally should be on 
board by July 2016. 

Research 
Investment 
funding model 
modification 

An investment proposal 
process, guideline and 
investment fund award with 
term limitations must be 
implemented to adequately 
incentivize research growth. 

The Center does not have a 
process or mechanism currently 
that provides performance 
metrics to assess faculty-based 
funding return on investment.  

Restructuring the return of 
RTRF and consortium dollars as 
an incentivized research 
investment support will provide 
a dividend resource to promote 
research growth.  

The incentivized research 
funding pool should be allocated 
to faculty based on a funding 
model metric, and have set 
usage timelines to avoid 
hoarding of unspent awards.    

 Initiate discussions 
with the Center’s 
Executive 
Leadership and 
engage the Center’s 
faculty senate 
leaders to develop a 
model that can be 
implemented in FY 
2016-2017. 

 Consult with the 
faculty union to 
implement the 
incentive model. 

Faculty 
Compensation 
Model 
Modification 

The Center will work with UHPA 
to implement a faculty 
compensation model that allows 
tenure of new faculty with the 
caveat that all newly recruited 
1.0 FTE faculty must cover 25% 
of the faculty member’s tenure 
base compensation via 
extramural funds after two years 
of employment. 

New faculty will be recruited 
under the I-series with 
undergraduate teaching 
responsibilities related to their 
training.  Release of teaching 
obligations for research will be 
contingent upon the faculty 
members’ covering 0.5 FTE of 
their base salary via extramural 
funds in the prior academic 
year.  

Investment of State general 
funds are needed to fund these 
positions to relieve the financial 
burden imposed on the cigarette 
tax reserves for growing the 
Center. 

No immediate savings will be 
generated for two years upon 
hire; however, faculty will be 
required to cover at least 25% 
of their compensation.  This 
change will allow the Center to 
have funds to hire new faculty 
when counts are available. 

Further, the faculty may be 
assigned teaching 
responsibilities in key 
undergraduate science and 
math areas, should extramural 
funding be below expectations. 

 Initiate discussions 
with the Center’s 
Executive 
Leadership and 
engage the Center’s 
faculty senate 
leaders to develop a 
model that can be 
implemented in FY 
2016-2017. 

 Work with the 
Center’s faculty 
senate and union to 
incorporate more 
structured 
educational 
expectations for 
faculty promotion & 
tenure. 

 Consult with the 
faculty union to 
implement the new 
consultation model. 
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Phase II:  Providing New Funding Streams by Maximizing Assets 

The University’s third objective is for the Center to develop future means to increase revenue streams while 

maximizing space utilization.  The Kaka’ako campus buildings at the Medical School and the Center continue to 

evolve with the needs of its missions.  As mentioned in the Phase I-A section, the Medical School has provided space 

for the Center to house its research operations that will save the Center from expending millions of unnecessary 

renovation dollars.   

The Center’s new cancer center building was completed in 2012 under its original proposed budget.  The Center had 

used a portion of these revenue bond savings to construct a shelled research expansion annex adjacent to its new 

building.  The annex is approximately 37,000 gross square feet.  The estimated cost to fully build out the annex is 

approximately $12 million to $29 million depending on the type of activity that will be housed in that space.  

Maximizing the use of the annex can increase the Center’s revenue stream and offset the future decline in cigarette 

tax dollars that fund the building’s debt service and facilities operations.   

The Center has explored partnering with the Office of Hawaiian Affairs, Blood Bank of Hawaii, Hawaii Biotech and 

others that have shown interest in collaborating with the Center and/or the Medical School.  However, the University’s 

revenue bonds that funded the construction of the Center’s buildings and the Hawaii Community Development 

Authority (HCDA) managed land covenants restrict external private usage of the Center’s building without significant 

added costs.  Additionally, build-out costs have hindered outside agencies from securing a long-term lease with the 

Center.   

Depending on the Center’s cost savings measures outcome in Center’s Phase I-A and I-B proposed solutions 

discussed previously, the Center may have an opportunity and funding (using one-time cigarette tax reserve dollars) 

to complete the annex.  The following Phase II options provide a means to fully utilize the constructed cancer center 

building and annex for oncology research growth as well as provide the Medical School space needed to house its 

dry lab research and increase its MD class size.  Optimizing use of the building vacancy with Center and UH affiliates 

does not violate HCDA’s land usage covenants or the University’s tax-exempt bond funding private usage 

regulations.  Extending space to the Medical School provides new tuition revenue generation for the Center.  Tuition 

special funds have the same fringe saving principles as state general funds.  

Phase II 
Options 

Description New Financial Impact Added Center Benefit 

Using the 
completed 
Annex to add 
new revenue 
streams 

The Medical School leases 
over 30,000 square feet in 
the Gold Bond Building.  The 
Medical School’s buildings 
do not have the capacity to 
house its department of 
Native Hawaiian Health and 
Psychiatry departments  

New PBL rooms are required 
to be constructed to 
accommodate growing the 
MD class size. 

Utilizing the Center’s annex 
adds a new revenue stream for 
the Center to use to mitigate 
future cigarette tax fund 
declines that cover facilities 
expenditures. 

Allowing the Medical School to 
use the annex will provide the 
Center tuition funds to pay for 
facilities usage while reducing 
the Medical School’s external 
lease cost escalation. 

Additional parking is not 
required, and violation of tax-
exempt bond private usage 
regulations would be avoided. 

Relocating Medical School 
activities to the Center’s 
building will redirect tuition 
funds to the Center.  As a 
new funding stream, tuition 
funds will allow the Center to 
use non-imposed tuition 
funds to pay for state count 
positions resulting in a 
savings of 40 cents on the 
dollar – as is possible for all 
other UH academic units. 

Additionally, to launch the 
construction, the Medical 
School would contribute up 
to $1M in Annex building 
construction planning. 

Partnering with 
International 
Oncology 
Research 

The Center’s international 
faculty bring opportunities to 
expand oncology research in 
partnership with affiliated 

Leasing one wet lab floor of the 
Center’s existing building to 
perform Center mission based 
research would add a new lease 

Using the existing wet lab 
space eliminates the cost of 
renovating the annex. 



 

 
8 

Phase II 
Options 

Description New Financial Impact Added Center Benefit 

Institution(s) academic institution(s) in 
China 

  

revenue stream of 
approximately $1.4M annually.   

Note that one equivalent 
alternative approach would be 
the leasing of Medical School 
space in the BSB with the 
Medical School in turn leasing 
laboratory space in the Center’s 
fully built wet-lab space. 

A second alternative would 
require the international partner 
to enter a long-term lease build 
arrangement with the Center 
and cover the costs of both 
construction and the refinancing 
of the bond for annex related 
debt service. 

Note that the first alternative 
scenario would avoid 
compromising the 
University’s tax-exempt 
bond funding since the 
Medical School has already 
refinanced its BSB debt 
service to permit greater 
commercial use of space.  

Note that this second 
alternative scenario requires 
the commitment of an 
international partner for a 
long-term relationship with 
UH in a relatively short 
period of time. 

EXPECTED RESULTS 

The proposed business plan phased in deliverables, initiatives and options is anticipated to provide the following 
results: 

Financial Benefits (refer to the Financial Forecast in Appendix II for details) 

 Phase I-A: Authority to integrate the campus and secure the resources needed to balance the Center’s general, 

special and revolving fund budget no later than FY 2017. 

 Phase I-B: Faculty compensation and research investment model modification and implementation to retain the 

NCI cancer center designation while increasing research growth and clinical trial opportunities in Hawaii. 

 Phase II: Development of new Center revenue streams, including but not limited to facilities usage in the form of 

tuition from the Medical School, and international research collaboration further increasing research indirect cost 

recovery earnings (due to new faculty investments).  New funds can be used to mitigate future cigarette tax 

revenue decrements and provide a source for increased oncology research activity which will stimulate Hawaii’s 

economy. 

Technical Benefits (increased productivity and efficiency) 

 Phase I-A: Via campus integration improved telecommunications, network security and cross coverage; 

improved and streamlined faculty and staff recruitment and personnel management process; shared best 

practices across the Kaka’ako campus.  

 Phase I-B: Stated policy and process guidelines to engage and incent the Center’s faculty, i.e. understanding 

how faculty can attain additional research support through successful grantsmanship and operational 

efficiencies. 

  Phase II: Increase usage of in-house expertise while reducing the need for external contractors to facilitate 

University programs by relocating campus units from non-University building to the Kaka’ako campus. 

 

 

- Space intentionally left blank - 
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University & State Agency Benefits 
(increasing research innovation) 

Phase I & II:  A part of the original goal for establishing a 

Kaka’ako health sciences campus was to incubate new biotech 

and intellectual property (patents) to expand the economy of 

Hawai‘i into this area. The Center and the Medical School are 

working to fulfill that goal through the creation of several startup 

companies and the number of patents filed (see graph).  The 

Center and Medical School’s biotech innovation advancements 

complement and align with HCDA’s Kaka’ako Makai Innovation 

Block phases two (i.e. Kewalo Incubation Center) and three (i.e. 

Learning Center) being developed in Lot C, just ewa of the 

Medical School & the Center. 

Other Benefits for the People of Hawaii (promoting economy, health & well-being) 

All solutions proposed in this plan add to the financial stability of the Center and the opportunity to grow the 

University’s oncology research.  The Center brings over $20 million per year of federal dollars into Hawaii. Not only is 

this a significant economic stimulus for Hawaii, but the Center provides a mechanism for the local hospitals and 

oncologists to offer clinical trials of relevance to patients in Hawaii who would otherwise have to travel to the mainland 

for care of their cancers or do without, if they cannot afford such travel. Further, the Center summarizes cancer 

information for the Department of Health and is a leader in epidemiologic and prevention support that the state would 

not receive without a cancer center.  

 

Designation of the Center by the NCI allows the Center to bring over $4.3 million per year of federal support to Hawaii 

that is only accessible to NCI designated centers. One of the associated grants provides unique cancer support to the 

University of Guam, and other areas of the Pacific. Further NCI designation provides local resources to support 

essential clinical trial infrastructure that enhances the ability of local oncologists and hospitals to enhance the portfolio 

of relevant cancer treatment trials available in Hawaii. Given the reality that over 20% of the residents of Hawaii will 

suffer from cancer during their life-time, virtually every extended family in Hawaii will benefit from the services of the 

Center in support of cancer treatment and prevention efforts in Hawaii. 

CONCLUSION 

Warbird Partners wrote in their assessment report cover letter: “It is clear that the UHCC (i.e. the Center) will run out 

of financial resources in less than three years without action being taken.”  The UHCC is a major economic engine for 

the state of Hawaii and provides unique high-tech life-science jobs in Hawaii. As a University organized research unit, 

the Center generates over $20 million in research grants and contracts, an additional $1 million in philanthropy and 

over $2 million in support from local hospitals. Most of these monies go directly into the state economy and cannot be 

used for Center operations. Since, the Center is not able to use any of its federal, state, local or private grants, 

contracts or philanthropy for purposes other than specified by the funding agency and/or donor, the Center must 

maximize the use of its state general, special and revolving funds for operations.   

Without a viable business plan to effect change, the Center (as indicated by Warbird Partners) will run out of financial 

resources by fiscal year 2018.  This document promotes a business plan that requires aggressive management and 

administrative change to allow the Center to maximize and exercise the benefits derived and opportunities provided 

by the use of state general, special and revolving funds.  The plan also promotes expanding the opportunities 

afforded by the Center’s UH Kaka’ako campus assets.  Leading effective change requires a viable plan that is 

supported by all stakeholders, requires adequate communication of the burning platform addressing why change is 

needed, and engagement at all levels to implement and perfect the plan to achieve success.  
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APPENDIX I – WARBIRD PARTNER’S ASSESSMENT REPORT 
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APPENDIX II – THE CENTER’S FINANCIAL FORECAST 

 

University of Hawaii Cancer Center

General, Special and Revolving Funds

Business Plan Financial Forecast

Actual Projected Notes

FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021

Special & Revolving Fund Reserves (Beg. Bal.) 20,794,571$  30,768,751$  23,771,291$  23,863,541$  22,338,591$  9,504,741$   9,515,691$   1

State & University Allocations:

Cigarette Tax Fund Allocation 14,802,465   14,654,000   14,507,000   14,362,000   14,218,000   14,076,000   13,935,000   2

State General Fund Allocation 2,209,830     2,350,091     7,350,000     7,423,500     7,500,000     7,575,000     7,650,000     3

RTRF Allocation (FY15 includes carryover) 3,374,725     2,006,595     2,197,500     2,244,500     2,289,000     2,335,000     2,381,500     4

University Investment 755,017        285,096        1,500,000     1,500,000     1,500,000     1,500,000     1,500,000     5

Facilities Usage, Interest, & Transfers 61,699          1,203,806     -               500,000        1,000,000     1,250,000     1,275,000     4,7

  Total Cancer Center G, S, & R Fund Allocations 21,203,736   20,499,588   25,554,500   26,030,000   26,507,000   26,736,000   26,741,500   

Facilities Operations Costs & Debt Service

Facilities Debt Service 7,883,826     7,870,750     7,872,850     7,869,950     7,871,850     7,873,250     7,871,310     2

Facilities & IT Personnel 1,319,606     1,358,000     989,400        1,000,000     1,020,000     1,040,000     1,060,000     2,3

Facilities Oper, Maint, Repair & DM Renovations 6,232,354     5,585,000     5,000,000     5,000,000     5,250,000     5,500,000     5,500,000     2,4,8

Facilities Annex Construction Build Out -               -               -               2,000,000     13,000,000   -               -               7

  Total Building Operations & Debt Service 15,435,786   14,813,750   13,862,250   15,869,950   27,141,850   14,413,250   14,431,310   

Research Support Expenditures

Research Personnel & Admin Operations 7,944,435     6,418,366     5,000,000     5,050,000     5,100,000     5,151,000     5,202,000     3

Research Program Support 5,528,811     4,466,766     3,000,000     3,000,000     3,000,000     3,000,000     3,000,000     3,5

Research Faculty & Program Investment 2,225,709     1,798,166     1,100,000     1,100,000     1,100,000     1,100,000     1,100,000     4,5

New Executive Mgmt (2) & Admin Team (3) -               -               1,000,000     1,020,000     1,040,000     1,060,800     1,082,000     3,5

New Faculty Recruits & Start Up -               -               1,500,000     1,515,000     1,959,000     2,000,000     1,796,000     3,5,6

Total Research Support Expenditures 15,698,954   12,683,298   11,600,000   11,685,000   12,199,000   12,311,800   12,180,000   

  Total Cancer Center G, S & R Expenditures 31,134,740   27,497,048   25,462,250   27,554,950   39,340,850   26,725,050   26,611,310   

Net Annual General, Special & Revolving Funds (9,931,004)    (6,997,460)    92,250          (1,524,950)    (12,833,850)  10,950          130,190        

One Time CigTax Fund Reimbursement Transfer 19,905,184   -               -               -               -               -               -               

Special & Revolving Fund Reserves (End. Bal.) 30,768,751   23,771,291   23,863,541   22,338,591   9,504,741     9,515,691     9,645,881     1

Notes:

1

2

3

4

5

6

7

8

In FY 2016, the Center has halted all recruitments of vacancies.  Research expenditures have also been closely monitored to reduce the Center's annual deficit.  Phase I-B wiil 

remodel the research faculty compensation and research investment structure.  This remodeling along with new appropriations from the Legislature and University will allow for 

recruitment of 4 faculty in FY 2017 and another 2 in FY 2019.  These recruitments are key to retaining the Center's NCI designation that brings in $4.5 million in to Hawaii that would 

not be available without the designation.  Securing sustainable state and University funding will allow the Center the opportunity to increase its extramural funding & RTRF revenue for 

research growth.  

Facilities costs in FY 2016 are reduced from FY2015 as the Center no longer pays for its Lauhala lease and security costs were transfered to UH Manoa.  If the Center's annex is 

built out in FY2019 facilities cost and annual deferred maintenance contribution will increase; however, space usage will be charged to the Medical School or another related 

University party to cover the costs of the increased utilities and pay for a portion of the debt service.

The Center received $755,017 in tuiton funds in FY2015.  In FY2016, tuition of $469,921 was returned to UH Manoa to cover Security services provided by UHM DPS.  The University 

partners with the Legislature and increases its investment to $1.5 million annually via a combination of special and revolving funds beginning in FY 2017 to reflect its commitment in 

support of the Center's NCI designation retention and research growth.

Forecast

The University is requesting $4 - $5 million of additional State general funds for FY17.  This allotment of funds will assist the Center in balancing its annual budget.  These funds are 

needed to also fund the Center's recruitment of the new director, associate director, admin team and research faculty.  Using general funds instead of cigarette tax will save the 

Center approx. $2M annually in personnel costs.

Immediately reducing the use of the Center's cigarette tax RESERVE in FY17 will allow the Center to use the reserve to fund the build out of the shelled annex.  The annex can then be 

used by the Med School or other related parties; thus generating a new revenue streams for the Center to pay for the annuex use and building debt service as cigeratte taxes decline.  

An added benefit of relocating the Med School units from the Gold Bond building to the Center's annex will provide the Center with tuition special funds, which has a fringe benefit 

usage savings componenet for the Center, and save the Med School from lease costs increases & GET expenditures. 

The Center's annual cigarette tax revenue allocation is forecasted at a 1% decline. Cigarette tax covers all facilities costs including annual debt service and annual deferred 

maintenance reserve contribution of $3.1 million.  Per statute, any excess annual cigarette tax allocation revenue can be used to support research operations.

Combination of Special (Tuition and CigTax) & Revolving (RTRF & Discoveries) reserves.  CigTax bal = $29,363,149; Tuition Special reserves = $198,381, RTRF reserves = $1,203,806, 

and Discoveries = $3,415 at the end of FY 2015.  Deferred maintenance reserves is NOT included as part of these totals.  At June 2015 deferred maintenance reserve = $3,117,934.

In FY2015, the annual RTRF allocation included $1.1 million of RTRF carryover.  Beginning FY2016, only the 50% RTRF allocation is reflected on this line; however, in FY2016 the 

remaining $1.2 million in RTRF reserves (reflected in the "Facilities usage, Interest, & Transfers" line) will be used to cover research support expenditures and facilities costs that 

cannot be charged to grants and costs.
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