
JamesC. Banigan III
2208Halakau St.

Honolulu, Hawaii 96821

TheHonorableErnestMartin
HonoluluCity Council
City andCountyofHonolulu
Honolulu,Hawaii96813

ChairMartin & MembersoftheBudgetCommittee,

Thankyou fortheopportunityto offer testimonyin oppositionto Bill 36 andBill 37.

I wastheGeneralManagerofHawaii MetalRecyclingCompany(“HMR”) from January
20, 1992 until September30, 2005 when HMR was acquired by Schnitzer Steel
Industries,Inc. I servedasGeneralManagerof SchnitzerSteelHawaii Corp. (“SSHIC”)
from October1, 2005until my releasefrom thecompanyon December10, 2010. I was
responsiblefor runningthecompanyin Hawaii anddevelopingthestrategyfor increasing
thetip feediscountfrom 50% to 80%.

As the attachedgraphshows,in 2001 whenOrdinance01-65 (Bill 90 CD1) waspassed
theaverageFOB (i.e. priceexcludingoceanfreight) selling priceof scrapmetalwas $91
per grosston (2,240lbs.). This ordinanceincreasedthe existing tip fee reductionfrom
50%to 80%for aperiodof threeyears.

(Dataobtainedfrom SchnitzerSteelIndustries,Inc. SEC Form 10-K)
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In 2004, whenOrdinance04-07 (Bill 3) was passedthe averageFOB salesprice had
morethandoubledto $184 pergrosston. Thisordinanceremovedthe sunsetprovisionin
Ordinance01-65andmadethetip feediscountpennanent.

During the secondquarterof FY-11, the averageFOB salespricerocketedto $484per
gross ton, which representsa 431% increasefrom the 2001 averagesalesprice. It is
apparentfrom theseprice levels, that the generalhealth of the scrapmetal recycling
industry in Hawaii is very strong and doesnot needany governmentassistanceat this
time.

Themosttroubling aspectof bothof thesebills is that thereisn’t any requirementthat a
companyprovideany proof that governmentassistanceis needed. Whenan ordinary
citizen appliesfor a loan from a lending institution,the applicantis requiredto provide
financial documentationwhich indicatesthat the loan will be repaid. If a non-profit
requestsagovernmentgrant,documentationis requireddetailingthespecificneedfor the
grant. Without somesortof documentation,loansandgrantsareusuallydenied.

Although I do not supporteitherof thesebills, if the Council believesthat a discountis
needed,thenI wouldstronglyurgeyou to insertwhatI terma “proof-of-need”clauseinto
both of thesebills. Salesprices for scrapmetal havebeenvery volatile over the past
severalyears. Keep the tip fee discountwhere it currently is but insert proof-of-need
languageintobothof thesebills. Thatwayif thereis a suddendownturnin themarket,as
happenedin October2008, recyclingcompanieswill havethe opportunityto petitionthe
governmentfor help.

Mahalo,

Jim Banigan
5/4/11


