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4

COUNCIL OF THE COUNTY OF MAUl

5

MEETING MINUTES

6

MARCH 19, 2001

7

8
9

CHAIR HOKAMA: ... (gavel) ... Council's Committee
on Budget and Finance will convene at this time.

10

Excuse me, Members, at this time, the Chair recognizes

11

Committee Members Carroll, Kawano, Johnson, Molina and

12

Nishiki.

13

indicated that she'll not be able to join us today, so

14

the Chair has excused her.

15

Mr. Arakawa are also absent.

Excused is Member Tavares.

She has

And Mr. Kane and

16

Okay, Members, before we start on Item Number 9,

17

which is the Proposed Budget for Fiscal Year 2002, the

18

Chair would just like the share a few comments with

19

you.

20

indicate, daily meetings except for Council Meeting

21

days and holidays, and our plan is to meet between the

22

hours of 9 to 4 with one hour for lunch.

23

meetings will be beginning on March 27 through April 5

24

with adjournment at 3 p.m. for the days that we have

25

district meetings on the Island of Maui.

We will be having, as the schedule will
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1

On the days that we are planning to go on to

2

Molokai, Lanai and Hana, I will have no planned

3

meetings in the Chamber.

4

public hearing scheduled regarding the budget for

5

April 11th at 6 p.m. in this Council Chamber.

6

for your information, Members, we will be getting

7

together this Friday at 1:30 p.m. for the CDBG

8

decision-making, so I would hope that you would have

9

your recommendations ready at that time as well as a

At this time, we do have a

Just

10

request by Mr. Molina to have his Public Works and

11

Transportation Committee to have a meeting, or a short

12

meeting, I should say, on March 30th, so the Budget

13

Committee has honored his request.

14

Mr. Molina put his item for Committee review.

15

Mr. Arakawa.

16

17

COUNCILMEMBER ARAKAWA:
about it before.

And we will have
Yes,

I wanted to talk to you

When we go to Molokai --

18

CHAIR HOKAMA:

Yes.

19

COUNCILMEMBER ARAKAWA:

there is a

20

possibility we will be asking to piggyback onto the

21

Budget Committee.

22

Inn, for Land Use and since we're all going to be

23

there and it's probably going to be a short item, we

24

would like to piggyback with you at that time.

25

will be putting in a formal request.

We have a short item, the Pau Hana

IWADO COURT REPORTERS, INC.

So we

5

CHAIR HOKAMA:

1

Okay.

Thank you, Mr. Arakawa.

2

Again Members, the Chair will try and work out as best

3

we can what other Committee Chairmen request when we

4

go into specific districts as best as we can.

5

will also work through Chairman Kawano and his office

6

to make sure that we do as much as possible, so, yes,

7

the Budget will try and work on any other committee's

8

request.

9

And we

Yes, Mr. Nishiki.

COUNCILMEMBER NISHIKI:

Yeah.

Can we make sure

10

that we end on the time that we say we're going to

11

end?

12

hour-and-a-half lunch so that we can make appointments

13

during that time.

14

The other thing I wanted to throw out was an

CHAIR HOKAMA:

Okay.

Members, last term, just

15

to let you know, the Budget Committee did use 90

16

minutes for their lunch breaks.

17

good and bad for a 90-minute break.

18

brings up a good point.

19

appointments during that time.

20

quick lunch and then the break becomes tiresome and

21

the energy and focus in the afternoon sessions can be

22

trying at times, so, you know, we can -- we will try

23

and work it out.

24
25

And again, there's
Mr. Nishiki

Some Members like to schedule
Some members take a

Members, any comments on Mr. Nishiki's
suggestions about a 90-minute break?

Mr. Carroll.
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COUNCILMEMBER CARROLL:

1

2

break.

3

CHAIR HOKAMA:

4

COUNCILMEMBER ARAKAWA:

5

I like the 90-minute

Okay.

Yes, Alan.
I prefer the 90-minute

break.

6

CHAIR HOKAMA:

Okay.

7

COUNCILMEMBER MOLINA:

Mr. Molina.
I would support the

8

90-minute break.

9

other things such as returning phone calls, which is

10

It also gives us a chance to do

obviously important.

11

CHAIR HOKAMA:

Understood.

12

COUNCILMEMBER JOHNSON:

13

CHAIR HOKAMA:

14

MS. KOLLER:

Ms. Johnson.

Ditto that.

Yes, Tamara.
Just as a question, could we begin

15

that next week as a consideration because you -- one

16

of the reasons for the schedule with the hour break

17

for this first week was to get all the departments in

18

this first week, and it might be easier to redo a

19

schedule if possible.

20
21

CHAIR HOKAMA:

The Chair would listen to --

Mr. Kane, do you have any thoughts of feelings?

22

COUNCILMEMBER KANE:

23

CHAIR HOKAMA:

24

COUNCILMEMBER KAWANO:

25

that, Mr. Chair.

No comment.

Okay, fine.

Yes, Mr. Kawano.

I have no problem with

Just the end of the day is my big
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1

problem.

2

CHAIR HOKAMA:

Understood.

3

COUNCILMEMBER KAWANO:

4

CHAIR HOKAMA:

5

COUNCILMEMBER KAWANO:

6

CHAIR HOKAMA:

So I can ...

Understood.

Yes.

I got a flight to catch.
Yes.

7

account when making the schedule.

8

account.

We took that into

Yes, Mr. Nishiki.

COUNCILMEMBER NISHIKI:

9

We took that into

So we are going to

10

follow the schedule at 4:00 so that those of us who

11

want to set us appointments at 4:00 can then knowing

12

full well that meetings will end at 4?
CHAIR HOKAMA:

13
14

That is the Chair's intention,

yes.

15

COUNCILMEMBER NISHIKI:

16

CHAIR HOKAMA:

17

COUNCILMEMBER NISHIKI:

18
19

Yes, Mr. Nishiki.
-- will we have any

breaks in between?
CHAIR HOKAMA:

Yes, we will.

20

breaks every hour.

21

have short breaks regularly.

22

And - -

We will take short

Every 60 to 90 minutes we will

Okay, Members, since we have support for the

23

90-minute break, we will start that as of next week,

24

but this week I will ask that you honor the schedule

25

that we have put forth.

And it is the Chair's

IWADO COURT REPORTERS, INC.

8

1

intention to have us accomplish as much as possible

2

with each day, so be prepared to do the work.

3

than that, again, from today to the 30th, it is my

4

intention to bring in the departments for an overview

5

to present changes from the current year's budget.

6

And it is also the Chair's intention and direction

7

that the Committee will bring back the department's

8

for follow-up to go through the detailed portion of

9

the budget.

Other

10

I would ask that you, after the overview of each

11

department, if you should have questions, if you could

12

please transmit your questions to the staff for

13

forwarding to the Administration.

14

questions focused on the budget, not on general

15

procedures or items that you may wish to know about

16

the general departments' operations.

17

intention at this time to try and get decision-making

18

beginning on April 16th with a three-member public

19

hearing scheduled for May 14th.

20

Please keep your

And it is my

At this time, we are planning to have first

21

reading of the finalized budget on May 17th with

22

second and final reading being scheduled for May 29.

23

And that is our intentions and how we will try to

24

proceed within the framework of our deadlines required

25

by Charter.

Any questions?

Yes, Mr. Arakawa.
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1

COUNCILMEMBER ARAKAWA:

Yeah.

You made a

2

comment that we're to concentrate on just the budget

3

items and not ask general questions about the

4

department.

5

Because if we're trying to understand what we're

6

trying to accomplish within the department, we need to

7

also be able to ask questions about what the

8

department's purposes are and what their goals are.

9

Is that going to be excluded from the discussion?

10

Now, that's kind of confusing to me.

CHAIR HOKAMA:

Well, the Chair will make that

11

decision on a -- when we reschedule.

12

straying too much from what I think is, should be just

13

within the budget parameters, then I will make a

14

ruling at that time.

15

the members to ask their questions, and we'll see how

16

it goes from there, Mr. Arakawa.

17

I think if we

Other than that, I will allow

COUNCILMEMBER ARAKAWA:

Because if there's going

18

to be -- if you're going to be running it strictly

19

where we're just looking at the numbers, it's your

20

intent just to look at the numbers and not try to

21

figure out why we're putting the numbers there?

22

CHAIR HOKAMA:

No, no.

You can ask the

23

questions as it relates to the numbers, Mr. Arakawa.

24

And again, because we're still moving from program

25

budgeting to performance budgeting, I think it's
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1

incumbent upon you as Members of the Committee to ask

2

them how they arrived at their numbers and how they

3

perceive their numbers fitting into the objectives,

4

reaching the objectives of the program and what type

5

of measurements the Administration is proposing.

6

think that's very relevant, and I think any member can

7

speak within those parameters.

8

enough, but I would hope that once -- if I feel

9

restrain, and I will state why the Chair believes so,

10
11

I

I think it's broad

then we'll take it as it comes up, Mr. Arakawa.
COUNCILMEMBER ARAKAWA:

Because I will be asking

12

some fairly general questions in order to be able to

13

make determinations on specifics, you know, such as

14

when you're looking at your manpower, do you still

15

have the same requirements of your manpower as when

16

you originally requested them, or can some of those be

17

adjusted?

18

CHAIR HOKAMA:

I will consider that question to

19

be within the parameters of the topic.

20

problems with that.

21

COUNCILMEMBER ARAKAWA:

I have no

Because from past

22

experience, I know that a lot of the personnel

23

descriptions, when they were originally requested,

24

those things may have shifted.

25

pertinent to understand whether we can move or adjust

And I think it's
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1

in some of those areas.

2

should talk about.

3

CHAIR HOKAMA:

Anyhow that's the kind we

I would agree with you on that,

4

Mr. Arakawa.

And again, when that division or

5

department comes up, I would hope that you or another

6

member would bring up those questions and comments.
COUNCILMEMBER ARAKAWA:

7

8

this.

9

areas

Just one more comment on

When we start looking at the social service

10

CHAIR HOKAMA:

Yes.

11

COUNCILMEMBER ARAKAWA:

-- are you planning to

12

interview each of the social service agencies?

13

you are, are we going to make recommendations for

14

those social service agencies, or are we just going to

15

put a lump sum for the department to be able to

16

allocate out to the different agencies?

17

CHAIR HOKAMA:

And if

Just to let you know, although

18

she's not here with us this morning, Ms. Tavares did

19

make a suggestion regarding the agencies, the

20

nonprofits, and right now we are looking at the

21

calendar to see how we can accommodate bringing in

22

those agencies all at one time within a timely manner,

23

of course, and have them be able to present their

24

program to the Committee so that maybe all of you need

25

to meet with them individually.
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1

That's the point I'm

2

trying to make is the Grant Review Committee is going

3

to be doing all the decision-making in that area.

4

Then for us to schedule all these individual meetings

5

and not be able to do anything as far as doing a line

6

for those agencies, it's almost a waste of everybody's

7

time.

8

lump sum grant and let the Grant Review Committee do

9

the work or if the Chair otherwise decides that we're

10

going to be working on line iteming some of those, if

11

you let us know, then we can schedule appropriately.

12

So if the Chair's intent is just to do a single

CHAIR HOKAMA:

The Chair will make his

13

recommendations known to you this week.

14

are looking with the staff to see how we can

15

accommodate if we want to bring in everyone into the

16

review schedule.

17

week on that, Mr. Arakawa, and the rest of the

18

Members.

19

Right now we

So I will report back to you this

COUNCILMEMBER ARAKAWA:

Okay, fine.

Because my

20

reference is, you know, if we're going to be reviewing

21

them, then we should be able to make some decisions on

22

how we're going to line item those.

23

going to be able to do that, if we know up front, then

24

we can just tell everybody, no, we're not going to be

25

doing this.

If we're not
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1

CHAIR HOKAMA:

Right, right.

2

COUNCILMEMBER ARAKAWA:

But again, you know what

3

I mean, I'm just trying to save time for everybody.

4

My preference is that we be able to -- allowed to line

5

item some of those.

6

CHAIR HOKAMA:

That's my preference.
Thank you for that, Mr. Arakawa.

7

Okay.

8

Secretary, has anyone requested testimony to be

9

presented?

10

Members, at this time, the Chair will ask our

None.

Okay, Members, at this time, we will start our

11

budget overview.

And basically, just so you know, you

12

have many volumes in front of you.

13

be working off of the Budget Proposal for Fiscal Year

14

2002 folder.

15

Ms. Yoshimura, our Budget Director, for any opening

16

comments.

At this time, the Chair will recognize

MS. YOSHIMURA:

17

We will basically

Thank you, Mr. Chair.

Good

18

morning, Chairman Hokama, Members of the Budget

19

Committee.

20

several weeks will be the budget for fiscal year

21

2002.

22

community.

23

Before you this morning and for the next

And this proposal addresses the needs of the

In this document, you will find important

24

traffic mitigation, economic development, cultural,

25

social and environmental and community building
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1

initiatives.

2

the physically challenged.

3

$267-million budget for the County of Maui.

4

includes $53.2 million in capital improvement projects

5

and $213.8 million for operations.

6

It addresses the youth, the seniors and
This document outlines
It

The County can also anticipate receiving $33.5

7

million in grant revenues for traffic, for road

8

construction, for areas of public health and safety

9

and for our senior meal programs and elderly care.

10

Before you, you have three documents; one, the Budget

11

Ordinance; two, the Program Budget; and the third one

12

would be the Budget Details.

The Budget Ordinance

13

gives you a lump sum amount.

It doesn't break it down

14

into any salaries, wages, operation or equipment

15

costs.

16

the Budget Program gives you a description of each

17

program; their goals, their mission, the objectives,

18

the program measures and then a breakdown of their

19

expenses.

20

It gives you one amount for each program.

For

The Budget Details goes further and gives you

21

each cost that they're going to be anticipating; for

22

example, travel per diem, registration costs,

23

electricity costs.

24

into each other.

25

If you would turn to your budget document, I'll walk

So the three documents all tie
All the numbers will be the same.
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1

you through how it's been put together and some of the

2

new worksheets that we put into this document.

3

I would also like to add that for this Budget

4

Proposal, it's made up of four sections.

It's an

5

Overview and the Program Budget and the Capital

6

Improvement Project.

7

Budget, you will see that it's broken down into

8

salaries and wages, operations and equipment.

9

example, you can turn to Page 3-3 in your program

For the Department Program

For

10

book, the one with the pink spine.

11

program resources will give you the types of

12

expenses.

13

requested amount by the department, an expansion

14

amount and then a total.

15

On Page 3-3, the

For the fiscal year 2002, it gives you a

The requested amount is the amount that is

16

necessary to run the department.

17

will give you an amount that is over and beyond or an

18

additional project or additional personnel.

19

example, in Civil Defense salaries and wages expansion

20

position gives you the cost of the position for an

21

eight-month period.

22

operations, it would be for an addition in the scope

23

of the project or the program.

24
25

The expansion column

For

If there was an amount in the

For example, if there was an increase in
electricity costs, you would not see it as an
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1

expansion, but rather than a requested item.

2

equipment will be listed, if it's a replacement item,

3

it will be listed as a requested item.

4

equipment to the department, it will be listed as an

5

expansion item.

6

COUNCILMEMBER ARAKAWA:

7

CHAIR HOKAMA:

8

COUNCILMEMBER ARAKAWA:

9

And

If it's a new

Question.

Hold on, please.

Mr. Arakawa.

In your notation you

said that if there's an item like electricity upgrade,

10

you would just be listing it as an expense.

11

going to be any areas that we're going to be able to

12

do comparables so we can see what was increased

13

because of inflation, because of whatever it is within

14

the department cause those particular ones to

15

increase?

16

anyplace?

17

Are there

Are you going to be listing comparables

MS. YOSHIMURA:

When the department comes before

18

you, they will give you the increases.

19

Details, you could compare last year's or fiscal year

20

2001's budget with fiscal year 2002, and the

21

departments will get into their budgets when they

22

appear before you.

23

COUNCILMEMBER ARAKAWA:

24

not done in this document?

25

MS. YOSHIMURA:

In the Budget

But that comparison is

No.
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COUNCILMEMBER ARAKAWA:

1

2

So we would actually

have to have last year's budget?

3

MS. YOSHIMURA:

No.

In this year's document, we

4

give you a history.

5

three years, and the Program Budget, it goes back two

6

years.

In the Details, it goes back for

7

COUNCILMEMBER ARAKAWA:

8

CHAIR HOKAMA:

9
10

Okay, thank you.

Okay, thank you.

Please

continue.
MS. YOSHIMURA:

Now, the first part of the

11

budget is comprised of the Mayor's message.

12

comprised of the long-range financial and budget

13

policies that the Administration used.

14

organizational chart of several departments along with

15

the Commissions that fall within each department.

16

It's

Gives you an

It also gives you definitions of the revenue

17

categories, and it gives you a definition of fund

18

descriptions and also the glossary.

19

Overview, which is your second section of the

20

document, gives you more of general numbers as a

21

whole, okay.

22

The Budget

Page 2-1 gives you an organizational chart

23

looking at the budget from which we have County funds

24

and grant revenue.

25

budget is -- what the budget is comprised of.

And this is basically how the
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1

look at it, you would notice that there's several

2

funds that make up the operating costs; the general

3

fund, the golf fund, liquor, highway, sewer and solid

4

waste.

5

are for specific uses, so it can only be used in that

6

specific area.

7

Now, the last five funds that are mentioned

On Page 2-2 is a Revenue Versus Expenditure

8

Summary.

This summary provides you with the actuals

9

for 2000, a budget for 2001, the estimated where we

10

project where we'll be at the end of 2001 and then the

11

proposed budget for 2002.

12

of the revenues and the expenditures for the operating

13

budget, okay.

14

This gives you a breakdown

On Page 2-4, we took that report and went a

15

little further, broke it down by funds.

16

see where the revenues are being generated from and

17

where the expenses are for each fund.

18

to 2-11, these highlight the revenues or the major

19

revenues for the County of Maui.

20

being real property tax and the TAT.

21

carry-over savings, and this is listed by the funds.

22

You see what the carry-over savings are per fund

23

category.

24
25

So you will

Okay.

Page 2-7

Of course, the first
On Page 2-12 is

Operating expenditures are listed on 2-13.
personnel account is listed on Page 2-15.
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1

the grants that are anticipated to be received by the

2

County for fiscal year 2002.

3

that we anticipated on getting for fiscal year 2001,

4

and then it goes on to list the debt policies on

5

2-20.

It also lists the grants

Now, in the third section of the Budget Program,

6

7

it gives you a description for each department.

And

8

when the departments come before you starting this

9

afternoon, they will go over the highlights.

They

10

will go over the description and their objectives as

11

well as what type of expansions you would be seeing in

12

their department.

13

Now, in the last section of the book, it gives

14

you information on the capital improvement projects

15

proposed for fiscal year 2002.

16

categorized into, first of all, the district and then

17

the type of project being that is a government

18

facility, parks or a road project, sewer project.

19

They're all listed in the back of the document.

20

also gives you the six-year plan for each project.

21

Okay.

Each project is

It

And that's basically how this document

22

sits.

And again, if you need to refer to any details

23

of it, you would go to your Budget Details.

24

Corresponding page numbers, or section numbers, I

25

should say, are in the Budget Details.
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1

Defense, Section 3, you will see Section 3 as your

2

first subject and in your details.

3

have a 1 or 2, but it will start with 3.

4

there any questions on any of the pages or any of the

5

worksheets?

6
7

CHAIR HOKAMA:
Yoshimura?

9

Now, is

Members, any questions for Ms.

Mr. Nishiki.

COUNCILMEMBER NISHIKI:

8

Okay, so you wonlt

Mr. Chairman, 11m sure

the new Members are probably having a hard time

10

following all of this.

And I think that my whole

11

thrust to them is, you know, ask the questions because

12

there are no stupid questions.

13

CHAIR HOKAMA:

Thatls correct.

14

COUNCILMEMBER NISHIKI:

And thatls the only way

15

welre going to be able to work together in this yearls

16

budget.

17

where the Chairman wants to take this budget, but I

18

think that if you donlt ask early on and try to find

19

out, youlre going to get really lost as we pursue

20

this.

21

at me in the operating expense because itls gone up

22

from 180 to 213, which is almost a $33,000 increase

23

when you look at the different departments on 213.

24

The other has to be an estimated carry-over savings,

25

which was 25,000 this year, Mr. Chairman, for the

11m sure that pretty soon weIll hear exactly

So I know already a lot of things are sticking
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1

2
3
4

estimated-CHAIR HOKAMA:

We're in the millions, Mr.

Nishiki.
COUNCILMEMBER NISHIKI:

All right.

And so that

5

is enormous, and so those are the kinds of things that

6

I think are going to be real important.
Thank you.

7

CHAIR HOKAMA:

8

COUNCILMEMBER NISHIKI:

I don't know why

9

County-wide is so big.

It's going from 49 to 63

10

million, the proposal.

But anyway, you know, just

11

some things that stick out in my mind that even the

12

Mayor's department, Mr. Chairman, from 5 and a half to

13

8.7, I think we're going to need some explanations

14

from them why the enormous jump, so just things that

15

stick out right now for myself.

16

CHAIR HOKAMA:

Okay, thank you, Mr. Nishiki.

17

The Chair would agree there's no bad question.

18

Chair would actively encourage other Members to please

19

ask the questions that you have so that you are able

20

to eventually make very sound decisions.

21

then Ms. Johnson.

22

COUNCILMEMBER ARAKAWA:

The

Mr. Arakawa,

At this time we have

23

things like the carry-over savings.

Are we going to

24

be doing questions and details now, or are we going to

25

be doing them at a later time on specific areas?
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CHAIR HOKAMA:

The Chair will be -- has intended

2

that this be an overview, so that for those of you

3

that have gone through this before, it's more of a

4

refresher for the new Members that have a good concept

5

of what the budget is basically all about, Mr.

6

Arakawa, and we will be bringing the departments back

7

for the detailed review by the Committee.

8

COUNCILMEMBER ARAKAWA:

9

a general question.

10

CHAIR HOKAMA:

11

COUNCILMEMBER ARAKAWA:

Okay.

If I can ask you

Sure.
The carry-over savings,

12

in some of the departments, you're listing a lot of

13

money as carry-over, totaling up to 25 million.

14

you have any kind of description as to what you are

15

trying to accomplish with the carry-over savings?

16

Do

In other words, I'll use this as an example,

17

when we went to the golf course, there were a lot of

18

things that were not being done, and yet we're seeing

19

a projected $398,000 in carry-over savings.

20

a reason why these projects have not been done and yet

21

there's this huge an increase, over doubled, almost

22

tripled, actually tripled in carry-over savings?

23

question is why would that be increasing so much if

24

the projects are not being done?

25

CHAIR HOKAMA:

Is there

The

Ms. Yoshimura, are you able to
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1
2

answer, provide an answer to Mr. Arakawa?
MS. YOSHIMURA:

Mr. Chair,

3

Councilmember Arakawa, sometimes there's a project

4

that the department anticipates on doing, and for some

5

reason or another, the project cannot move forward.

6

think in the case of the golf course, we need to wait

7

until Parks and Recreation comes before you, and we

8

can go over their details.

9

savings in general, Mr. Lo will be doing a

As far as the carry-over

10

presentation following this one on the revenues and

11

the County-wide costs.

12

COUNCILMEMBER ARAKAWA:

Okay.

So generally,

13

you're saying that in actuality, if the departments

14

have projects that they can use these funds for, they

15

should be using the funds unless there's a reason why

16

the program or the project cannot be done?

17

MS. YOSHIMURA:

I

Correct.

And this might be due

18

to overhead costs or specific line items within the

19

budget that's provided for for like employee benefits,

20

because it's all budgeted in this one category.

21

that might be a cause or contribution to the

22

carry-over savings in the special fund.

23

COUNCILMEMBER ARAKAWA:

So

Let me ask a more

24

general question.

The carry-over savings, does that

25

tie into the employee benefits and pay package
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directly?

2

MS. YOSHIMURA:

No.

In each of the special

3

funds, we calculate the overhead, the employee

4

benefits, FICA, ERS, health fund, all within that

5

fund.

6

what is expended and that1s included in the

7

carry-over.

a
9
10

Sometimes the amount that we budgeted is over

COUNCILMEMBER ARAKAWA:

So the salary increases

and things like that are calculated in the carry-over
savings unspent?

11

MS. YOSHIMURA:

Unspent.

12

COUNCILMEMBER ARAKAWA:

Unspent.

I think that1s

13

an important point, but other than that, we should be

14

able to get from the departments which programs were

15

not completed because I assume everyone of these

16

there was a reason why that money was there.

17

MS. YOSHIMURA:

1a

COUNCILMEMBER ARAKAWA:

19

Correct.
So there was an item

that you can attach every dollar to?

20

MS. YOSHIMURA:

Correct.

21

COUNCILMEMBER ARAKAWA:

So any dollar that shows

22

up in carry-over, we should be able to say it1s there

23

because this program was not done or was not

24

completed?

25

MS. YOSHIMURA:

Or this particular equipment
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1

wasn't purchased.

COUNCILMEMBER ARAKAWA:

2

3
4

Or-Right, something wasn't

done.
MS. YOSHIMURA:

Right, yeah, it's going to be

5

attributed to something, and I don't have the details

6

right now as to --

7

COUNCILMEMBER ARAKAWA:

Now, in these general

8

funds, at this point, when we're looking at the funds,

9

which ones are required to be completely

10

self-sufficient; in other words, which ones do we not

11

supplement from the general fund?

12

restriction that says we cannot supplement from the

13

general fund?

Is there a

14

For instance, the wastewater fund, you know, it

15

may be totally self-sufficient, and we don't need to,

16

and so we don't supplement because we don't need to.

17

But in others where it's not totally self-sufficient

18

or there's work that needs to be done, if you could

19

point those out, which ones are totally

20

self-sufficient and which ones we should be or we

21

could be supplementing from the general fund.

22

MS. YOSHIMURA:

Okay.

I would assume at one

23

point, all of these funds were being supplemented by

24

the general fund.

25

budget, I believe only the solid waste fund is getting

Currently, in this fiscal year 2002
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a supplemental transfer.

2

anything that would prevent us from providing for any

3

supplemental transfers into the fund.

4

funds are set up where we try to generate enough

5

revenues to cover the cost of the item or the

6

operational cost of the fund.

7

enough revenues, yes, we do make a supplemental

8

transfer.

9

I don't believe there's

COUNCILMEMBER ARAKAWA:

However, these

But if there's not

So if there's an area

10

that was weak, then we could have from the general

11

fund carry-over, put money into those accounts,

12

there's nothing that prohibits that?

13

14
15

MS. YOSHIMURA:

I don't believe so.

Maybe

Corporation Counsel can
COUNCILMEMBER ARAKAWA:

I don't believe so

16

either, but I just want to make it clear that the

17

framework -- because in some of these areas, in

18

specific the golf fund I may be trying to recommend

19

putting more funding into that area than is being

20

generated by the fund itself.

21

MS. YOSHIMURA:

I would also like to make a note

22

that the revenues that are received in the special

23

funds have to be used in those special funds, okay.

24

So wastewater revenues need to be used for wastewater

25

projects or wastewater operations.

We cannot

IWADO COURT REPORTERS, INC.

27
1

supplement any of the other funds from another special

2

fund, okay.

3

it's out of the general fund.

4

So if there's any supplemental transfers,

COUNCILMEMBER ARAKAWA:

Is that absolute or is

5

that absolute by law, or is that -- if let's say

6

wastewater had extra funds, they could loan it to

7

highway funds, or you could have interdepartmental

8

transfers, is that the law?

9

MR. LO:

Mr. Chair, Councilman Arakawa, the law,

10

to the best of my recollection is it'll state let's

11

say wastewater, for example, that revenues provided

12

from sewer charges need to be spent on just generally

13

on sewer operations, et cetera.

14

overhead transfers back and forth, obviously, if

15

that's part of the operations, you could conceivably

16

have a transfer out, I mean not from a supplemental

17

basis, but to handle the operations, so we haven't

18

been in that, you know, arena necessarily that we've

19

done that.

20

Now, if there's

But certain things like, for example, I think

21

solid waste may buy some sludge from the wastewater or

22

something, so you can do that part of it.

23

pure supplemental standpoint where it has nothing to

24

do with operations where you just sort of

25

downstreaming the money, if you will, or upstreaming
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the money, I donlt believe that it provides for that.

2

Now, if you started really getting down into the

3

details, you would have to look at whether there was

4

revenues from the sewer or sewer rates and fees

5

actually flowed to, and it gets a little bit esoteric

6

and somewhat cumbersome to track it exactly, but in

7

general, I think thatls how it works.

8
9

COUNCILMEMBER ARAKAWA:

Welre just doing a

general overview, so 11m trying to get the

10

clarifications really clear.

11

my benefit because I wasnlt here last term and some of

12

the rules may have changed.

13

that 11m on solid footing when welre looking at this.

14

Thank you very much, Mr. Chair.
CHAIR HOKAMA:

15

16

Okay.

And 11m doing this for

So I want to make sure

Thank you, Mr. Arakawa.

Ms. Johnson.
COUNCILMEMBER JOHNSON:

17

Yes, this is a question

18

for Michelle.

19

the numbers for the pages are like 28 to I, 2, 3,

20

et cetera, and 11m trying to relate that to what you

21

said was in the CIP here, not an easy task.

22

11m trying to track in your CIP, and

MS. YOSHIMURA:

Okay.

I apologize for that.

23

The CIP projects are not listed in your details.

24

Okay.

25

your departments but not for the CIP projects.

The details are basically for your programs for
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1

COUNCILMEMBER JOHNSON:

2

CIP project details?

3

MS. YOSHIMURA:

4

for instance, Page 28-15.

Where could we find the

Each project has a sheet.

5

COUNCILMEMBER JOHNSON:

6

CHAIR HOKAMA:

7

MS. YOSHIMURA:

Take,

-- fifteen?

28-15.
I just flipped to the back of

8

the book.

That will give you a description of the

9

project, the operating impact and the funding, if

10

there's any prior funding for the project or if

11

there's any further funding that will be requested in

12

the years to come.

13

COUNCILMEMBER JOHNSON:

14

county-wide program, for example?

15

MS. YOSHIMURA:

16

COUNCILMEMBER JOHNSON:

17
18
19
20

21

Okay.

So that's a

Correct.
Some of these obviously

well, I guess they're all county-wide.
MS. YOSHIMURA:

Yes, the last section would be

county-wide.
COUNCILMEMBER JOHNSON:

It's all county-wide, so

they're not district specific?

22

MS. YOSHIMURA:

Correct.

23

COUNCILMEMBER JOHNSON:

If I want to compare,

24

for example, what was let's say district specific from

25

last year and then I want to compare it with the

IWADO COURT REPORTERS, INC.

30

1

district expenditures or projected expenditures for

2

this year, I would just stick with the detail or this

3

summary?

4

MS. YOSHIMURA:

Correct.

5

COUNCILMEMBER JOHNSON:

Okay.

And do we have a

6

similar summary that was prepared from actuals from

7

last year as opposed to -- I have my Budget Proposal,

8

for example, for last year that was proposed, but I

9

don't have the actuals so that I could follow along in

10

a format, as Mr. Arakawa had mentioned, for

11

comparables.
MS. YOSHIMURA:

12

Okay.

From year to year, the

13

projects may differ, so there's no -- we don't have a

14

comparison from last year's to this year's.

15

provide you previous funding on projects that continue

16

from year to year, but if there was a project last

17

year and there isn't -- the project isn't this year,

18

it's not going to reflect in your program budget

19

book.
COUNCILMEMBER JOHNSON:

20

Okay.

We could

Because I noticed

21

in going through some of the budget that I think there

22

was a fire station or some expenditure in Waikapu, and

23

it was in the proposed, and then now it's not in

24

this.

25

it may have been Police, I'm not sure, but anyway,

So I can just assume that whatever, you know,
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that project, if it disappeared, that it was something

2

that was not implemented or not adopted and then

3

either the funds lapsed or the project just never had

4

gone anywhere?

5

MS. YOSHIMURA:

6

COUNCILMEMBER JOHNSON:

7

have to track that.

8

CHAIR HOKAMA:

9

Right.
Okay.

So weill just

Thank you.
Ms. Johnson, I believe that in

the last term we did have a list of projects that were

10

authorized by Council that was never implemented by

11

the Administration, and so most of those funds became

12

lapsed funds.

13

Administration was presented to the Budget Committee

14

last term that I recall.

And a report back from the

COUNCILMEMBER JOHNSON:

15

I really appreciate

16

that.

17

something had a design, for example, but didn't go

18

anywhere, 11m trying to track in some sort of logical

19

sequence where that money went and what the purpose

20

was that it was to have achieved.

21

It's just helpful to know where we are.

If

So if youlre just looking at the sheer numbers,

22

sometimes it's hard to really have any path on which

23

to proceed when you don't know where it's taking you

24

or where that

25

was left out, so using normal logic and reason, in my

let's say the narrative portion of it
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brain anyway, I would just say it's helpful when I

2

have some kind of continuity knowing where the money,

3

if it lapsed, if it was a project that was abandoned,

4

that type of thing, so that you can follow in some

5

kind of logical sequence to understand why it's not

6

going anywhere.

7

MS. YOSHIMURA:

8

CHAIR HOKAMA:

9

MS. YOSHIMURA:

Mr. Chair.
Proceed.
If -- look at your budget

10

ordinance packet.

11

the fiscal year ending June 30, 2002.

12
13

There's one for capital program for

CHAIR HOKAMA:

That's your skinny binder,

Members.

14

COUNCILMEMBER JOHNSON:

15

CHAIR HOKAMA:

16

COUNCILMEMBER JOHNSON:

17

MS. YOSHIMURA:

18
19

20

Oh, the skinny one.

Your skinny one.
Oh, that I don't have.

And, okay.

In here would be a

capital improvement projects report.
COUNCILMEMBER ARAKAWA:

Where are our skinny

binders?

21

CHAIR HOKAMA:

Hold on, please.

22

MS. KAWASAKI:

Mr. Chair, each individual

23

Member's office was provided with the packet of

24

ordinances.

25

assistant to place that in a binder if you wanted it

It would have been up to your executive
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•

1

in a binder.

2

either with your budget details or the program budget

3

binder.

4

5
6

•

COUNCILMEMBER JOHNSON:

Could I ask for just a

brief recess so that I may go get my binder.
CHAIR HOKAMA:

Sure.

7

RECESS:

8

RECONVENE:

9

CHAIR HOKAMA:

Short recess ... (gavel)

9:45 a.m.
9:53 a.m.
The Budget and Finance

10

Committee will reconvene.

11

would ask that you can either ask Committee staff for

12

suggestions on how to set up binders or if you can

13

work out with your own office staff on your particular

14

way of having the material presented for your

15

information, or maybe collaboratively we can work

16

together so that everyone, when we refer to some place

17

specific, it's easy for all the Members to find that

18

information.

19

Koller, our Committee Analyst, to give you just an

20

update on the portion regarding the budget ordinance.

21

Tamara.

22

•

If not, it would be placed together

Okay.

Members, again, I

At this time, the Chair will ask Tamara

MS. KOLLER:

Thank you, Mr. Chair.

You may have

23

looked at your copies on the budget ordinances, and

24

some of the pages are very faint, so we were having

25

trouble with the Xerox machine last week.
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1

another copy for you.

2

have now, but weill try to get that to you in the next

3

day or so.

4

CHAIR HOKAMA:

You can work off of what you

Okay.

Thank you for that,

5

Tamara.

6

question for the Administration.

7

I believe Ms. Johnson, you either had a

COUNCILMEMBER JOHNSON:

I think basically the

8

question was answered during the recess, because I'm

9

just trying to find the most logical sequence for

10

organizing the materials that we have before us so

11

that we can track.

12

is the tracking, and so I'll just be happy to work

13

with Michelle and have her give me a little guidance

14

as to what we can do to make it easier.

15

CHAIR HOKAMA:

16

MS. YOSHIMURA:

That's the most difficult thing,

Thank you.

Okay, Ms. Yoshimura.
Just to expand a little further

17

on Councilmember Johnson's question, this -- the

18

document I had you refer to gives you the funding for

19

the projects.

20

transmitted each quarter to the Budget Committee that

21

outlines each project and its progress.

22

estimated dates for construction, for design, the

23

start and completion dates.

24

projects that way, too.

25

new -- if the project gets completed, then it will

There's also another report that's

It gives you

So you can track your

Every quarter we put out a
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1

state, "project completed," and from then forward, you

2

won't see that project being sent back to you.

3

But it will track a project from the time it

4

starts or the first appropriation to the end of the

5

project, so that's another tool that you could use to

6

track any CIP project.

7

8
9

10

11
12
13
14

COUNCILMEMBER JOHNSON:

And so once those come,

they would come to all Committee Members?
MS. YOSHIMURA:

Right.

COUNCILMEMBER JOHNSON:

Thank you.

I have no

questions at this time.
CHAIR HOKAMA:

Thank you, Ms. Johnson.

Mr. Arakawa, do you have a question?
COUNCILMEMBER ARAKAWA:

Yeah, I do.

In dealing

15

with the capital improvement projects, I think it

16

would be helpful because this is a program type budget

17

where we're just doing an overview and saying, well,

18

we'll give you so much money and you work on the

19

project, that we actually get a document up here that

20

has all the projects listed out so that when we talk

21

to the departments, we know all the projects that they

22

were financed over the last few years, where it is

23

within the stages of that, of being completion and

24

what was actually completed, what it looks like, so we

25

could actually get photos of some of those so we could
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1

actually see.

2

developed, and this is what it looks like at the end.

3

If not photos, some kind of description so we can in

4

our mind understand what was accomplished with the

5

money.

6

We spent money for this project to be

Just so that, you know, when we're filing it

7

away, we're trying to see where we need to go in a lot

8

of the areas.

9

a lot of money into the budget.

And department by department, we put in
But we really need to

10

be able to track it comprehensively as to what it does

11

for the entire budget for those departments.

12

are, for instance, if we work on a base yard and we're

13

looking at some improvements there, yes, there was

14

money put in.

15

project was completed.

16

and what did it really accomplish?

Yes, there was money spent.

There

Yes, the

What does it really look like,

17

And I'll give you a specific as an example.

18

Makawao base yard, we had a problem with water getting

19

into the base yard.

20

yet at that same base yard, we may need to put in a

21

lot of other improvements.

22

that project, and we get to see what it does.

23

to see how it fits into the entirety of what needs to

24

be done.

25

The

They redid some of the roof, and

Well, we tracked part of
We need

So if that's possible to do, in my mind, it
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1

would be a lot easier, and it's because of the type of

2

budgeting we're doing where we're not going and we're

3

not saying, let's follow you all the way and see what

4

you're doing.

5

at the end of the day to be able to say this money was

6

well spent.

7

We need to be able to get a report back

CHAIR HOKAMA:

Okay.

Understood, Mr. Arakawa.

8

And the Chair's thoughts on this at this time is at

9

the end of the budget, I don't know if Ms. Yoshimura

10

can tell us the exact section, but we do have a

11

six-year CIP section in the proposal.

12

what area that is, Michelle.

13

MS. YOSHIMURA:

14

your six-year CIP program.

15

I don't know

It starts on Page 19-4, outlines

COUNCILMEMBER ARAKAWA:

And I understand that,

16

Mr. Chairman, there are these projections, but they're

17

only numbers.

18

being done.

19

actually has been accomplished.

And they don't show what's actually
It's very difficult to picture what

20

CHAIR HOKAMA:

Understood.

21

COUNCILMEMBER ARAKAWA:

There's many times I've

22

looked at the projections, and we go, okay, this is

23

what's supposed to happen, and it just disappears.

24

The whole projections just disappear.

25

we come back the next time, they're no longer there.
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And they don't fill out the entire package as

2

originally proposed, so that's why I would like to be

3

able to see what it is that was proposed, what

4

happened to it, where it is, and if completed, how it

5

completes the picture for the department's general

6

plan.

7

And again, all I'm asking for is I'm asking for

8

very general things.

9

nut and bolt is, just generally what did it

10

accomplish.

11

area is accomplished.

12

da, da, da, da.

14

If we were trying to fix a roof, the roof

CHAIR HOKAMA:

13
you.

15

I don't need to know what every

Now we still need to fix da,

Good point, Mr. Arakawa.

Thank

Mr. Nishiki.
COUNCILMEMBER NISHIKI:

Yeah, I want to stick to

16

CIP also.

I think that when you look at 2-2 on your

17

revenue and expenditure summary, and in it, the budget

18

for last year shows $27,164,300 in projects.

19

year they're asking for $53,185,000 in projects.

20

like I have a hard time grasping, Mr. Chairman, unless

21

I find out that this Administration did and do

22

initiate all the projects that they said they were

23

going to do, and I would like a status report on

24

that.

25

this $53,185,000 I think is a bit of an ambitious

This
It's

Because, let's face it, fellow Council Members,
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1
2

amount to achieve.
I don't know if they're going to hire more

3

people.

4

the projects lie, but, Mr. Chairman, live got to tell

5

you that no way, Jose, I don't believe that they're

6

going to be able to do these projects on time unless

7

they're going to farm out these projects, and I would

8

like to see exactly what these projects are.

9

10
11

I don't know where they're going to -- where

CHAIR HOKAMA:

Your comments are well taken,

Mr. Nishiki.
COUNCILMEMBER NISHIKI:

So I would like that

12

breakdown and them to discuss this with us.

Just

13

shifting gears real quickly, just because I think I

14

want to know what that Mayor's budget was when he said

15

to us, Wesley, you know, he budgeted his property tax

16

and then he said that he's going to give us a

17

two-hundred -- $2 million reduction somewhere.

18

going to reduce property taxes.

19

budget, this reflection?

20

CHAIR HOKAMA:

21

MR. LO:

He's

Is this in the

Mr. Lo.

Mr. Chair, I don't believe it's

22

actually

23

actually in the presentation 1111 show you.

24

Basically, some of it is in the presentation.

25

actual details as far as the rates, et cetera, that

I mean it is in the summary numbers and
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1

will be discussed in the rates and fees portion of

2

it.

3

summary level, yeah, the property tax repeal, and I

4

will be covering that shortly.

5

6
7
8
9

But it is in the budget from the sense from a

COUNCILMEMBER NISHIKI:

Okay.

So it's not

really reflected in the budget itself?
MR. LO:

Not the details, but the summary

numbers are, do reflect it.
COUNCILMEMBER NISHIKI:

So anyway, we're going

10

to request from this Administration the ambitious

11

capital improvements, Mr. Chairman?

12

CHAIR HOKAMA:

Yes, we are, Mr. Nishiki.

13

COUNCILMEMBER NISHIKI:

I just -- I don't want

14

to jump, so I'll just stay in CIP unless anybody else

15

wants to ask questions just because that request will

16

be to this Administration.

17

18
19

CHAIR HOKAMA:

Any general questions for that

area, Ms. Johnson?
COUNCILMEMBER JOHNSON:

Yes, this would be for

20

Wesley.

And this is a general comment just about

21

looking at trends beyond the shores of just our

22

County.

23

fuel costs.

24

Europe due to the hoof and mouth disease, massive

25

problems in Japan with regard to their fiscal crisis,

We're looking at massive increases now in our
We are looking at an economic downturn in
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and it is huge.

And then also the tanking of the

2

stock market on the tech industry.

3

philosophical question, do you feel comfortable

4

expending this kind of money given all of those

5

serious concerns?

6

COUNCILMEMBER NISHIKI:

7

CHAIR HOKAMA:

8

Ms. Johnson.

9

that question.

10

And as a

Yeah.

That's a very good question,

Mr. Lo or the Mayor should be answering

MR. LO:

Mr. Chairman, may I be excused?

11

There's a couple of things here and we'll get into to

12

some extent in my presentation.

13

correct, there's a lot of uncertainty out in the

14

economy, and I think we have attempted to look into

15

these things.

16

don't know, I will be careful when I say this, but

17

we've been actually looking forward from -- you know

18

the farther out you go with your looking glass or your

19

glass ball, the less clear it gets, but we've been

20

looking at a lot of things that will be coming at us

21

from year to year.

22

There's -- you're

By the same token, I think, you know, I

And I think, in fact, under the previous Budget

23

Committee, we've been very good at looking at future

24

costs, et cetera.

25

well, and we're basically showing -- reaping the

I think, you know, we're doing very
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benefits of some of the decisions we've made in the

2

last couple of years, both Council and

3

Administration.

4

You know, as you look at a lot of the -- I don't

5

want to get too much into the details, but as you look

6

at a lot of the CIP, there's a lot more cash being

7

done, which is a good thing because, you know, you've

8

got to deal with a balanced budget, but you also need

9

to make sure that, okay, when the rainy day comes, you

10

can at least cover your operations.

11

shut down your CIP at a later time, so on and so

12

forth.

13

You can always

Also, we're in a good interest rate

14

environment.

15

whole thing together, but I think for the next couple

16

of years, we will be benefitting from a lot of the

17

sound decisions we've made collectively over the last

18

several years.

19

a reasonably good real estate market and economy

20

nonetheless, so you're right, there are some things.

21

I'm comfortable with this year's budget, and I feel

22

comfortable for next year.

23

It's a hard thing to do, to put this

And we're benefitting from, you know,

Obviously, as we get further and further down

24

the time line, who knows, it turns a little bit more

25

cloudy as you look down the time line, but I think
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1

there's a lot of good things, so we'll sort of discuss

2

some of these things and talk about the carry-over and

3

CIP and how

4

it provides us the ability to do certain things, so if

5

you can bear with us until that point of time in the

6

presentation.

7

why we sort of have this year and why

COUNCILMEMBER JOHNSON:

Sure.

And then the

8

other question, and it kind of parallels what

9

Mr. Nishiki was saying.

I know it's difficult to see

10

because it's contained within the document, but we

11

just got our tax bill, for example, and the assessment

12

went out 20.5 percent.

13

for the last year, we're still looking at paying a

14

higher amount even if we take into consideration let's

15

say a reduction that this Council and the

16

Administration may be giving to the constituents, to

17

the people in this County, looking at that, Wesley,

18

how are we going to be able to sell this as a tax

19

reduction when people's actual tax bills are going

20

up?

And even with Circuit Breaker

21

CHAIR HOKAMA:

22

MR. LO:

23

COUNCILMEMBER JOHNSON:

24

MR. LO:

25

Mr. Lo.

Mr. Chair, can I be excused again?
I ask hard questions.

There's two parts to the equation.

And, and I don't think I -- it was never told that
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we're, you know, we're actually looking at the rate

2

reduction, purely at the rate reduction, and I mean

3

that's a fairly factual thing that we have reduced the

4

tax rates.

5

equation, and you have values times the rate equals

6

your taxes, so I think you're correct.

There are obviously two sides to the

7

And I would -- I would venture to say that West

8

Maui probably is -- I haven't gotten my, you know, my

9

breakdown by districts yet, but, you know, certain

10

districts are going to see that.

Certain districts

11

aren't going to see that.

12

somewhat different, but we are reducing the rate.

13

mean there's no question in my mind, we are, and it is

14

approximately 2.1 percent reduction across the board

15

on rates.

And everybody's house is
I

16

Now, we can't control the values, so we are

17

going to do something about what we can control, which

18

is the rate.

19

market essentially.

20

Values are, you know, determined by the

COUNCILMEMBER JOHNSON:

Thank you.

When looking

21

at this budget, and this will be my last question, is

22

the Administration or would the Administration

23

entertain, particularly for the elderly or those

24

individuals living on a fixed income, particularly in

25

more -- areas such as West Maui, also maybe Kihei,
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1

Makena area where there are some elderly people that

2

do not intend to sell their homes, they are being what

3

I feel is unfairly penalized because they're

4

continuously escalating in terms of their assessed

5

values.

6

Administration would consider some kind of a cap for

7

those individuals in our County or community on let's

8

say where they're not turning over their property,

9

perhaps freezing at a level for those individuals who

10

Would there be any possibility that the

are holding onto their homes?

11

CHAIR HOKAMA:

12

MR. LO:

Mr. Lo.

Mr. Chair, I think especially for the

13

Council Members who have been here for sometime, this

14

has been an endless point of debate.

15

Breaker obviously is probably one of our best attempts

16

at that where it's 3 percent of your adjusted gross

17

income to provide some relief on the property values.

18

The Circuit

From a pure real property tax standpoint, you

19

know, you've got to fairly assess people, and I think

20

there's been numerous blue ribbon committees, if you

21

will, to discuss this, et cetera.

22

like to do, rather than speaking out of school, is I

23

would be happy to provide some of those reports to you

24

on some of the findings, et cetera.

25

a debate for a long time.

And what I would

I think it's been

They've tried some things,
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1

and historically, I think they had, if I'm not

2

mistaken, there was a max tax and all kinds of things.

3

And, you know, it depends on the market

4

conditions.

5

things, it cuts both ways, so there's a lot of things

6

that you've got to consider in looking at this.

7

mean, rather than trying to answer that, it's a

8

monumental decision.

9
10

COUNCILMEMBER JOHNSON:
very much, Wesley.

11
12

You've got to realize when we do these

All right.

So, I

Thank you

Thank you, Mr. Chair.

CHAIR HOKAMA:

Thank you, Ms. Johnson.

Mr. Nishiki.

13

COUNCILMEMBER NISHIKI:

Yeah, while we're on

14

real property tax under 2.2 again, in revenues

15

expected, in the 2001 budget, it was $87,888,625.

16

this new budget, it's $92,034,024.

17

Jo Anne has represented, Wes, is a concern for all of

18

us.

19

staying the same or being reduced, people are not

20

being fooled by this.

21

In

I think what

And when we talk about real property tax rates

I just had an irate call this morning saying

22

that Upcountry their taxes have been increased.

23

don't know what he represented was the amount, Wes.

24

think it was a couple-hundred dollars, but he was

25

saying that, yeah, my rate stays the same, but my
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valuation goes up.

2

the Tax Department that there are new areas that are

3

being built, and particularly this was in South Maui,

4

West Maui and some in Central Maui.

5

I think we were led to believe by

Now, if the property tax revenues were only got

6

from these new developments, Wes, then I would say

7

fine.

8

people are being shown reflected in their tax bill of

9

increases.

But that is not true.

So therefore, other

And I would like this Administration to

10

pinpoint to us where your valuations have gone up in

11

your presentation.

12

The other revenue picture that I saw, of course

13

we know that public service tax showed an increase,

14

but other Governmental from 90,000 to 13,790,000.

15

What is that, that 13 million increase comes in?

16

I -- that is one big one.

17

is in carry-over savings and then a little increase in

18

TAT.

I--

The other one, of course,

But when --

19

CHAIR HOKAMA:

Mr. Nishiki.

20

COUNCILMEMBER NISHIKI:

21

CHAIR HOKAMA:

Yeah.

If I may, and to the rest of the

22

Members.

I believe you have very good questions, but

23

I believe some of the answers may be provided by

24

allowing Mr. Lo to give his presentation to the

25

Committee.
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1

2
3

COUNCILMEMBER NISHIKI:

Okay.

Okay.

Push it

out, yeah.
CHAIR HOKAMA:

So you know keep, keep your

4

questions in mind I would ask of you, and -- but allow

5

the Administration to present their overview so that

6

you can understand how they try to prepare and present

7

this proposal before you.

8 1 1 m sure a lot of us may feel similarly, but
9

please be aware of your comments when you say speaking

10

for all of us, which may not be actually very

11

accurate.

12

unless you know that this Committee has taken a

13

position, then you may reflect that position of the

14

Committee.

15

sensitive to that, those comments.

16

COUNCILMEMBER NISHIKI:

17

So when you speak, speak for yourself

And so the Chair will ask you to please be

CHAIR HOKAMA:

19

COUNCILMEMBER NISHIKI:

21

22
23

Yeah, I really watch

about speaking for all of us, to be honest with you.

18

20

Mr. Arakawa.

Thank you, Mr. Nishiki.
Because I know those

personalities that 11m dealing with here very well.
CHAIR HOKAMA:

Thank you, Mr. Nishiki.

Mr. Arakawa.
COUNCILMEMBER ARAKAWA:

Thank you.

In the

24

general presentation, Wes, when you get to the point

25

of actually looking at the revenue forecast and
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1

property tax, you had mentioned a little bit earlier

2

that you hadn't put it into this formula, so I'm going

3

to assume that the projected budget does not reflect

4

the $2 million reduction, or you can clarify that?

5

CHAIR HOKAMA:

6

MR. LO:

Mr. Lo.

I'm sorry, I misspoke.

7

to the Budget Proposal.

8

not in the Budget Proposal.

9

ordinance part.

I was referring

The actual rates and fees are
They are I guess in the

It is reflected in the summary

10

numbers with the rate reduction in there, and we'll

11

again go briefly over it.

12

there, but you won't see the impact in the rates in

13

the Budget Proposal.

14

ordinance, so they kind of flow together.

15

So it is reflected in

You'll actually see it in the

COUNCILMEMBER ARAKAWA:

And just as a general

16

rule, you know, I think it's incumbent on all of us to

17

remember that this is the Mayor's proposal.

18

actual budget of the County is the County Council's

19

budget.

20

Council is the one that actually proposes the budget,

21

passes the budget, so any reduction or any adjustments

22

come from us.

23

put it together.

24
25

The

So everything that comes out of this, the

And we're the body that really has to

This is just drop broad numbers that the
Administration would like.

But this body is the one
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1

that's charged with actually corning up with the

2

budget, so that, you know, as we develop and go

3

through this is why I need to make sure a lot of the

4

proposals and a lot of the numbers that are corning out

5

are

6

the constituents and they ask me,

7

budget is so and so," ultimately, it's my vote on this

8

Council and the nine of us, it's our budget.

9

Mayor is just the proposal.

--

I understand them.

CHAIR HOKAMA:

10

Because when I go out to
"Well, how corne the

The

Point well taken, Mr. Arakawa.

11

And the Chair would also support the position that it

12

is this Committee and the body of the Council as a

13

whole that puts the budget and enacts the budget.
COUNCILMEMBER ARAKAWA:

14

Yeah, and every item,

15

every building, every road, every improvement,

16

actually, this Council is the one that budgeted.

17

not the Administration.
CHAIR HOKAMA:

18

19

time.

Okay.

It's

Point well taken at this

Mr. Lo, are you ready for your presentation?

20

MR. LO:

Yes, Mr. Chair.

21

CHAIR HOKAMA:

Do you need a recess?

Okay.

22

Members, Mr. Lo will be presenting a review for us at

23

this time.
COUNCILMEMBER ARAKAWA:

24

25

Just as a matter of

how
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CHAIR HOKAMA:

Yes, Mr. Arakawa.

2

COUNCILMEMBER ARAKAWA:

-- you're gonna to this

3

procedure wise.

Can you have the -- like the

4

department, whoever is going to be representing, get

5

us to the area that they're going to be referring to

6

in the budget, if they're going to be doing that, and

7

allow us to prep for the details if they're going to

8

be going over the details so that we can get

9

everything together?
CHAIR HOKAMA:

10

Okay.

Thank you, Mr. Arakawa.

11

Mr. Lo, are you going to be referring to any specific

12

area of the documentation?

13

MR. LO:

Mr. Chair, actually, I was going to go

14

down

I'm sorry, I left my book on that side.

15

page

on the Budget Proposal Page 2-2, I will be

16

following the revenues straight down the list going

17

over the general portions of this.

18

be easier to show some graphical pictures, and again,

19

I would like to just make a summary comment here as

20

what I've tried to do this morning is give you a

21

summary of just the general -- general revenue

22

projections, et cetera.

23

On

I thought it might

There's a lot of detail that goes into this

24

stuff.

I know that I won't be answering all your

25

questions on this; however, I mean for my sake, if you
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1

could generate the questions in writing, because the

2

numbers, I remember last year trying to answer the

3

questions on the floor.

4

And once you start getting into the real

5

details, 1111 be flipping through a lot of papers,

6

and, you know, I think 1 1m more accurate if I have

7

some time to sort of -- therels literally a million

8

numbers we go through, and so 1111 just sort of give

9

you a general overview of this and 11m going to follow

10

again the revenues right down the list here.

11

COUNCILMEMBER ARAKAWA:

12

CHAIR HOKAMA:

13

COUNCILMEMBER ARAKAWA:

Mr. Chairman.

Yes, Mr. Arakawa.
Just in process, because

14

hels the first one, I find that as people are

15

developing their -- whatever theylre explaining, if

16

theylre doing a slide, itls easier for me to ask

17

questions on that particular slide.

18

kind of disruptive at an overall presentation, but to

19

try and list down questions at the very end and then

20

come back, a lot of times it gets the question out of

21

the framework or the reference that itls presented

22

in.

23

we can ask questions as theylre coming up so that we

24

can go into those particular items.

25

And I know itls

I would like your position as to whether or not

And I know it will take a little bit longer to
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1

do, but at the end of the day, they will have a better

2

explanation as to what is actually occurring.

3

do that?

4

CHAIR HOKAMA:

Can we

Normally, the Chair has always

5

preferred that the presenter completes his

6

presentation so that you have the whole position or

7

the whole picture before you ask questions about a

8

specific thing maybe early in the presentation that

9

might have been answered later in the presentation.
So that is my preference, Members, that you

10
11

allow the presenter to give his whole presentation,

12

and possibly your answer may be answered -- your

13

question may be answered.

Yes, Mr. Arakawa.

COUNCILMEMBER ARAKAWA:

14

What I will do is I will

15

we can do that, but then after he gets done with

16

his presentation, I'm going to ask that he goes back

17

slide by slide, so anybody who has questions on each

18

of the slides can then ask the questions in reference

19

to what he's presenting.

20

remember and list these things, each one of them, is

21

just too difficult.

22

CHAIR HOKAMA:

23

COUNCILMEMBER ARAKAWA:

24
25

Because just to try to

Okay Mr. Arakawa.
And they're all critical

items.
CHAIR HOKAMA:

You can request that of the
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1

Chair.

2

COUNCILMEMBER ARAKAWA:

3

CHAIR HOKAMA:

4

MR. LO:

Okay.

Okay.

Okay, Mr. Lo, proceed.
Thank you, Mr. Chair.

By the

5

way, I have had staff pass out this presentation for

6

you for references and to write notes.

7

didn't make it too small on the copies.

8

start off obviously with real property tax and just go

9

through some general things about the real property

10

tax.

11

billion.

12

Hopefully, I
I'm going to

This year our gross valuation totaled 16.8

As many of you know, before we actually come up

13

with the actual real property tax levy, we await for

14

our appeals, and from those appeals, we take 50

15

percent of the total gross value of those appeals are

16

subtracted from the gross value for -- to come up with

17

the net value for tax purposes.

18

Circuit Breaker amounts, which have to be applied for

19

I think prior to I think November and actually

20

calculated $472,000.

21

9th.

22

that to the Budget Committee I believe on April 19th

23

with the actual real property tax levy for this coming

24

fiscal year.

25

We are subtracting

The appeal deadline is April

The actual certification, I will be delivering

Just some graphical things.

I just wanted to
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1

show you what's been happening with our valuations

2

over time starting in 1991.

3

there's a little bit steeper curve here.

4

13.6 billion.

5

this is, although we're having some very good real

6

property tax increases recently, a lot of you remember

7

right in here was a fairly critical period for us

8

where we actually saw some reductions in our

9

valuations, and our expenses were increasing.

As you push back further,
1999 we had

You know, the reason I wanted to show

So over

10

the last couple of years, we've seen some healthy

11

increases, so we're 15.2 billion last year, up to 16.6

12

billion estimated for this coming fiscal year.

13

Obviously for the levy, which is the actual

14

amount certified, you can sort of see follows pretty

15

much the same trend line.

16

obviously in this area right here as we did raise the

17

real property tax rates during that period, but

18

generally, it follows the valuation line, and you can

19

see the levies here, et cetera.

20

Okay.

There were some differences

For fiscal 2002, in calculating the levy,

21

we used our estimated net valuation for tax purposes

22

and we decreased rates by approximately 2.1 across the

23

board.

24

across the board.

25

more than any other category.

It was a straight -- I mean it was all the way
We did not try to do any category
If the rates were not
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1

decreased, the levy would have been 94.1 million, so

2

it's approximately $2 million is the result of the

3

reduction in the rates.

4

Okay.

I'm going to go to the next slide.

5

Again, I apologize if this was not the intent of the

6

Committee, but I was instructed that this should be a

7

general overview, so I'm not going to go into the

8

categories, et cetera, of everything, but the next

9

major revenue item that you see is the public service

10

company tax.

11

but just some brief background on it.

12

I think most of you are aware of that,

Historically, the State has been collecting this

13

tax.

The public service companies are exempted from

14

real property tax.

15

agreement just recently reached with the State

16

Administration and all the counties and the public

17

some of the major public service companies.

18

will collect 4 percent of the gross revenues.

19

remaining 1.885 percent will be given out to the

20

counties for the revenues that are in their district.

So there was a settlement

The State
The

21

It still again needs to be approved by the

22

Legislature and signed into law by the Governor.

23

is the first year that we actually have a settlement

24

agreement that's been signed by all parties.

25

projecting $4 million here.

This

We're

The major companies that
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1

are involved here are MECO, the Gas Company and

2

Verizon.

3

million figure is there is some uncertainty on exactly

4

how it's going to be calculated.

5

The reason, you know, we're using this $4

The problem we have with Verizon is that all of

6

their revenues are collected in Honolulu, so they have

7

not been set up to ascertain what revenues are

8

collected per each County so that they can allocate

9

that appropriately.

So what they are doing, they are

10

actually doing it by numbers of phone lines.

11

have some estimates exclusive of Verizon.

12

we're -- I'm sorry, I didn't bring it with me.

13

think we're around $3.5 million exclusive of Verizon,

14

and, you know, we're obviously hoping to be getting an

15

allocation from Verizon to supplement that, so we feel

16

$4 million is a fair figure and to some extent on the

17

conservative side.

18

So we

I think
I

The next revenue item you have on your page is

19

the interfund transfers.

I'm going to call this kind

20

of a nonrevenue.

21

the presentation I made about two weeks ago, the

22

interfund transfers basically are allocating overhead

23

and fringe benefits from the various funds,

24

et cetera.

25

we'll show that we pay, let's say, I'm just going to

Because of -- if any of you remember

So, for example, in the general fund,
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1

take a figure out of the air, $10 million in the

2

retirement system.

3

That is a total bill.

Now, you're going to have transfers from the

4

highway fund for their portion of it, so that's sort

5

of double counted, so this is again more of a

6

combination as opposed to a consolidation which you

7

see in your comprehensive annual financial report.

8

But this is just how the budget is structured so that

9

you're actually taking all your costs out of the

10

specific fund, so this is just -- these are the things

11

in the interfund transfers, overhead debt service,

12

fringe benefits, so on and so forth.

13

Okay.

I'm sorry, the colors are a little bit

14

light here.

15

the Budget Proposal, it includes new bonds and lapsed

16

bonds in combination, and so I believe in the front of

17

the book, you can probably get the breakdown of the

18

actual new bonds being proposed and the lapsed bonds.

19

Again, lapsed bonds are bonds -- or it actually

20

means that we've actually issued a bond for a certain

21

project and perhaps because of we were able to come

22

under budget or some other reason, we actually already

23

have that money borrowed, so we need to reallocate it

24

to another project because that project has come to a

25

closure or for some other reasons.

Bond revenues is the next category.
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1

Typically, lapsed bonds occur because of that,

2

and we are probably usually getting construction

3

monies prior to getting the final -- final, you know,

4

cost estimates from the contractors.

5

the HRS standpoint, you're always supposed to

6

appropriate the maximum amount you feel it takes to

7

complete a program.

8
9

And again, from

In any event, what I wanted to show here is the
historical reference of how much we've actually been

10

bonding.

Back in 1995, we were up at almost 30

11

million, or I'm sorry, 1995 about 30 million.

12

actually peaked over here in 1999 about 31.4 million.

13

I think a lot of that had to do with the Keopuolani

14

Park and Kihei Aquatic Center.

15

that happened when we started seeing a lot of the, you

16

know, sort of flatness in the property valuation, so

17

on and so forth and some tight budgets, increasing

18

expenses, obviously, the bonding went down pretty

19

dramatically.

After that

We

after

20

In 2000, it went down to 12.9 million.

21

still not back up to historical levels from a bond

22

fund thing, but, yes, we have gone up.

23

still -- I mean if you looked at the whole thing,

24

we're kind of still within that area where we

25

typically bond in the long run.

We're

But we're

I will be going over
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1

a little bit of sort of the debt service things.

2

know that the Chair has a lot of concerns about that.

3

I will be going over that during the county-wide cost

4

portion of this presentation.

5

I

Next category, large category is charges for

6

current services.

Over here you can see the

7

differences in the budgeted amounts from year to

8

year.

I think I might have said something wrong

9

here.

There's no major changes in fees here.

But we

10

are offering more Amnesty days at the landfill, so

11

we're not seeing the dramatic rise as we did before

12

when we had some increases in fees.

13

categories in here now are not necessarily in the

14

general fund.

15

The major

The major categories is sewer and cesspool, so

16

the sewer fund revenues is 21.1 million, and landfill

17

and refuse fees is 6.6 million.

18

said no change in fees.

19

reflect a community center fee reduction.

20

reduced the income from that by approximately

21

$50,000.

22

guesstimate using some usage figures, et cetera.

23

I just noticed that I

Actually, we did -- this does
We have

Again, that does -- it's our best

So again, although this is a large amount in the

24

general fund, it's actually a much smaller amount.

25

And as Michelle had mentioned before, there is some
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1

breakdown by funds to look at your revenues that we

2

haven't provided before, which I think will give you a

3

little bit better idea.

4

Transient accommodation tax.

The other biggie,

5

one of the big two for us, if you will, on our revenue

6

side.

7

happened.

8

upwards here starting in 19 -- 19 -- I guess it would

9

be fiscal 2000, there's actually a change in the

Just some historical things that have
You know, we sort of went on this ramp

10

formula.

11

There was a change in the formula which, provided more

12

monies to the Convention Center Authority or the

13

Hawai'i Tourism Authority so that the counties

14

actually got less money.

15

the calculation was better, they were taking a bigger

16

piece of the pie at the State level.

17

I'm sorry, that's going to be fiscal 1999.

Even though the revenues,

So we had half a year of the reduction there,

18

and then we had the full year effects of the reduction

19

here in I believe it was 2000.

20

million.

21

Council on Revenues has initially said 20.25 million.

22

We've backed down on that a little bit for a couple of

23

reasons.

24

Ms. Vencl up in the audience, et cetera, and there are

25

some major concerns regarding the U.S. economy and the

We budgeted 19.25

I knew this was going to come up.

The

One is we have had discussions with
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1

Japan economies right now.

2

And I think the -- if I'm not mistaken, the last

3

quarter results are reflecting a lot of cancellations,

4

et cetera, in this area, so, you know, we're a little

5

bit worried about that amount.

6

can see what's going worldwide.

7

Councilmember Johnson had mentioned some things, so we

8

backed down a little bit down to 19.25 estimate in

9

this Budget Proposal.

10

Okay.

I mean I think we all
I think even

My favorite subject here, carry-over

11

savings.

I've got a few slides on this, and

12

Councilmember Nishiki, I will get to at least at a

13

high level some of the increases in this thing, but if

14

I can go over just sort of a summary again of what

15

carry-over savings is and how it sort of plays into

16

the picture.

17

Again, really, what it represents is the

18

unreserved fund balance from the prior year, so, and

19

what we do is the reason a lot of people can never

20

balance to this in looking at the CAFR, you have to

21

get sort of back into the details of the CAFR.

22

less trust in agency accounts, and it's also less

23

something that's in your special funds in the CAFR

24

called unbudgeted County funds.

25

and large is your sewer and parks assessment funds,

It's

And that basically by
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1

which are not budgeted in the CAFR.

2

calculate your carry-over savings.

3

savings created by revenues higher than budgeted and

4

expenses lower than budgeted, so that's pretty basic.

5

So that's how you
Again, carry-over

Now, the tricky part about carry-over savings is

6

we are now budgeting what we think will be available

7

at the end of this year.

8

really find out what it is until November because it's

9

subject to audit, et cetera, so we've got a lot of

The problem is we don't

10

time differences here.

11

very conservative in our estimates of carry-over

12

savings.

13

dealing with a future time frame.

14

And so we purposefully are

Because, there's again, you know, we're

This is the historical levels of carry-over

15

savings from 1995.

16

28.4 million, and it went to 37.8 million 1997.

17

for some of you who went through some of agony with me

18

over the last several years because of these operating

19

losses we had over the last several years, we started

20

really diving down.

21

it keeps on going up.

22

were really going down dangerously low, et cetera.

23

You know, again in 1995, we're at
And

Obviously, if you're doing well,
But I mean in this case, we

2001 budget was 8.4 million.

I'm not sure if

24

I've made this slide right, but, yeah, we're

25

projecting 25.7 million for this coming year.
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1

see that 8.4 million down right over there.

2

The reason for the difference in the carry-over

3

savings, I mean just at a very high level, it's an

4

after-the-fact thing.

5

Okay.

I mean, you know, we -- you don't necessarily

6

reap the benefits of your carry-over savings until

7

subsequent years.

8

million.

9

November, it actually reflected 24 million, so that's

10

the big increase is that from the prior year, we went

11

up, you know, from 8.4 to 24 million.

12

is what was the purpose of this big increase

13

obviously.

14

after I finish this, I'll tell you where you can find

15

the more detailed information.

For 2001 budget, we had 8.4

When we just got our actual results back in

So the question

So I just took the major categories, and

16

But part of it was that the combination of our

17

real property tax and TAT revenues during the fiscal

18

2002 is $3.5 million higher.

19

$2.8 million, if I'm not mistaken, in real property

20

tax and about 700,000 higher in TAT.

21

difference in real property tax is always because by

22

law we have to come in with a real property tax

23

revenue estimate based on our certification.

24
25

I think there's about

Now, the

Now, we

not everybody pays on time and there are interest
and penalties that accrued to that and also prior
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1
2

years

I

collections.
So what had happened in that year that we had a

3

good year in collections on our real property tax

4

either from prior years or from interest and

5

penalties, et cetera.

6

can happen now.

7

that is back I think in 1993 or so, we actually

8

collected less than the certified values, so that

9

means we did a terrible job of collections and we

So that

IS,

you know, at times

Therels also the double-edged side of

10

actually didnlt have enough money from our real

11

property taxes to cover, I mean, you know, in theory

12

the expenses.

13

The other major reason that we had such a hop

14

big difference from here to here for the same fiscal

15

year was the ERS.

16

beginning of that year, we got our cost items from the

17

ERS, which was 8.229 million, I remember distinctly.

18

And you can go back to the proposals for that year.

19

After the budget was passed, because -- in my

If some of you guys can recall, the

20

mind, because the State and the City and County of

21

Honolulu were unable to make the retroactive pay

22

raises for a variety of the unions, for some of you

23

who can remember that, because they did not have the

24

revenues to do it, this was the year we raised

25

revenues, by the way, real property tax rate, they had
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1

something called Act 100 enacted.

2

a nutshell was take any excess earnings in the

3

employee's retirement system above 8 percent and give

4

it back to the counties, and they adjusted some other

5

things.

6

What Act 100 did in

So our actual payment, we appropriated 8.3

7

million, which is what we have to appropriate.

8

we're required to appropriate our cost items.

9

caused our actual payment to go down to 1.8 million,

10

so, you know, 24 million, 8.4 million, 10 million of

11

it was right there.

12

actual reasons for the differences in your -- in your

13

comprehensive annual financial report, the blue one

14

which just came out for fiscal year 2000, you can

15

actually go down the categories.

It will either show

16

over and under on your revenues.

I mean they actually

17

compare it against the budget for accounting

18

purposes.

19

By law
Act 100

Now, if you want to see the

It won't look exactly like the budget because

20

there's consolidations that occur, but generally, you

21

can see where the major items are.

22

example, Wastewater collected more money in fees, you

23

know, about a million dollars or something.

24

revenues were higher by a million dollars, you know,

25

so, you could see that there's a lot of items in

I think, for
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1

there, and you have to go through all the general fund

2

and through all the special funds.
And I figure I just give you the biggies at

3
4

least and, you know, sort of tell you.

5

be happy to expand upon it later.

6

again, once you start getting into numbers, sometimes

7

I like to go down, sit down, make sure I'm giving you

8

a proper response.

9

complicated.

10

And we would

It's just that

This stuff gets really

But this is where we've got the big jump in all

11

honesties.

12

benefitted from that.

13

sort of occurred from prior years.

14

obviously, other reasons that our carry-over is high

15

this year is, you know, obviously, we've just come out

16

of some real tight times, and the Mayor has really

17

been watching the departments on their expenses.

18

We budgeted 8.4.

We got 24, so we have

We have to recognize that it
Other--

Again, HRS provides that in the budget we budget

19

the maximum amount to complete a program, which makes

20

sense, because, you know, you don't want to always

21

have to come back.

22

Administration can save some monies in that, they

23

will, and that will -- this is what occurs over

24

there.

25

other revenue items.

Okay.

Now, if the Mayor or the

I'll kind of flash through some of the
License and permits, you can see
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1

just a slight increase in the budget amount for our

2

revenues there.

3

weight tax, that's in the highway fund, 3.8 million;

4

LUCA licenses, 3 million; liquor licenses, 1.5

5

million; and interest income, 2.6 million.

6

tough category for us because it has a lot of stuff in

7

here, you know, it's licenses, permits and other.

This is a

The reason you're going to see a lot of

8
9

The major categories are vehicle

fluctuations from year to year as you go through your

10

budget is right here, interest rates.

11

thing is, I mean we can increase our spread over

12

treasuries, but that doesn't affect what treasury

13

rates are.

14

in our portfolio, but again, we just come out of a

15

time where we've had a lot invested in high interest

16

rates.

17

so you're going to see some fluctuations in this

18

category pretty much because of interest income.

19

You know, this

I mean we actually are doing much better

We're going into a time of low interest rates,

The rest of the ones are pretty steady, and, you

20

know, you can control them basically by, you know,

21

some increases in rates or decreases in rates,

22

et cetera.

23

highway fund biggies.

24

fund and have to be used, I guess Councilmember

25

Arakawa is pointing out, in the special funds.

Franchise and fuel tax.

These are the

These are both in the highway
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1

revenues have to be used for highway purposes per I

2

think it's the Code.

3

Franchise tax, okay, there's a slight difference

4

I guess for the newer members or actually even for me

5

in the public service company tax and this franchise

6

tax.

7

property taxes.

8

County rights-of-way.

9

what it is, so that's of the big one.

Public service company tax was in lieu of real
The franchise tax is for use of
So it's slightly different on
And then fuel

10

tax is a tax on gasoline and petroleum products.

11

believe it's 13 cents per gallon on gas products, and

12

I think it's 9 cents on petroleum products.

13

one is the gas obviously.

14

real minuscule amount on the fuel tax.

These are,

15

let's see, make sure I get this right.

The yellow one

16

is a fuel tax.

17

reversed.

18

and we're budgeting 7.8 million on that.

19

I

The big

The petroleum makes up a

I'm sorry, I've got them kind of

But we had budgeted 7.5 million in 2001,

Now, the franchise tax 3.7.

We're budgeting 4.7

20

million.

21

jump here is you kind of get the benefit from these

22

guys when their fuel costs go up, because I mean their

23

revenues are based on the fuel cost adjustments, you

24

know, like electric company, et cetera.

25

The reason that there's a little bit of a

So in kind of a weird sense, when fuel costs go
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1

up, we get more income.

2

on the other side, we get more expenses as far as our

3

fuel costs.

4

jump here, et cetera.

5

fuel costs we've been doing a little bit better.

6

Although obviously, we get --

But that's why there's a little bit of a
Again, because of the rise in

Special assessments.

What we've been doing over

7

the last several years is this is the recognition of

8

parks and sewer assessments to pay for appropriate or

9

qualified expenses, reduces the need for general fund

10

transfers.

11

that sort of builds up in this bank called sewers

12

and/or parks assessments.

13

there until we can use it for certain reasons.

14

for example, in the sewer fund, we've been building a

15

lot of or doing a lot of wastewater improvements,

16

et cetera, so we have gotten a ruling and now we're

17

using some of the sewer assessments to assist us in

18

the payment of debt service, so on and so forth.

19

What happens is over time we get money

And the money builds up
Now,

Or we may say in that district, we have some

20

sewer assessments from developers.

We may decide to

21

recognize it to pay for a cash sewer project or parks

22

project, et cetera.

23

we're just recognizing part of that to pay for

24

expenses.

25

reduces the drain on the general fund transfers,

So basically what this is is

The reason we started doing this is it
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et cetera.

2

for 2002.

3

We're budgeting 1.8 million right there
Excuse me, I need to drink some water.

In the other intergovernmental, I think

4

Councilmember Nishiki was inquiring about this.

There

5

was a big increase from 90,000 to 13,790,000.

6

reason is we've been doing a lot of design work in a

7

lot of wastewater treatment facilities.

8

loan from the State Department of Health that is

9

provided for wastewater projects.

The

There is a

The loan amount is

10

2.9 percent, so there's a major amount of these

11

projects that are going on.

12

projects.

13

wastewater.

14

doing some things with the line.

15

force main issues, et cetera.

16

Works Department will be able to talk to you much more

17

intelligently than I am regarding that, but that's the

18

big increases.

19

rate to fund those projects, and again, they've been

20

under design for sometime, et cetera.

21

I think I know the

I think there's Wailuku-Kahului
There's -- I may be mistaken, they're
There's some Lahaina

And I think the Public

We're using this wonderful interest

And again, the reason, Mr. Nishiki, you know,

22

some of these projects have been under design.

23

haven't done them, so now we need to push forward on

24

them.

25

the county-wide cost item at this time, or did you

Okay.

We

Mr. Chair, is it okay I flow right into
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1

want to stop on the revenues?

2

COUNCILMEMBER NISHIKI:

3

CHAIR HOKAMA:

4

COUNCILMEMBER NISHIKI:

5

CHAIR HOKAMA:

6

COUNCILMEMBER NISHIKI:

Can we stop?

Sure, we can.
Thank you, Chairman.

Mr. Nishiki.
Yeah, can we go back

7

now, as you said we would, to the initial slides

8

because these are all, this is what, the revenue

9

picture, right?

10

CHAIR HOKAMA:

11

MR. LO:

12

That's correct.

Do you have a specific slide, or did

you want to go back to the very beginning?
COUNCILMEMBER NISHIKI:

13

Well, because now Riki

14

promised that we would go slide by slide as Alan

15

requested because I think this is real good.

16
17

MR. LO:

Oh, okay.

Okay.

Hang on one second.

Let me get back to the beginning.
CHAIR HOKAMA:

18

Now, Members, what I prefer to do

19

is as Mr. Lo gets ready to go back to the beginning,

20

you know, he can start with slide 2, real property

21

tax, Wes, where it goes to valuations on the first

22

line.

23

Okay, Members, so that all of you can

24

participate, the Chair is going to go left to right

25

and right to left and maybe in the middle at times,
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1

but -- okay.

2

the wall starting from Mr. Kane, any questions?

3

Okay.

4
5
6

7
8
9
10
11

Questions, first slide.

Thank you.

First slide on

Mr. Arakawa.

COUNCILMEMBER ARAKAWA:

You're going to go one

or two questions?
CHAIR HOKAMA:

One or two, one or two, if need a

follow-up.
COUNCILMEMBER ARAKAWA:
Wes, you have 16.8 billion.

In the gross valuations,
What is the -- was last

year's number on that?
MR. LO:

I think I have it on the slide on 15.2

12

billion was the actual net valuation for tax purposes,

13

so, you know, there's a difference.

14

comparing apples and apples, not the gross valuations,

15

but the net tax values.

16

COUNCILMEMBER ARAKAWA:

Make sure you're

Well, yeah, we'll get

17

into that later.

18

assessment.

19

actual valuation is because that is what people are

20

actually paying on.

21

went up 1.6 billion, we're getting 1.6 billion more in

22

assessments that we're making.

23

where the big difference comes in in the numbers.

24

I'll yield and come back later.

25

I'm just trying to get the actual

And the reason I'm trying to get to the

CHAIR HOKAMA:

So, you know, if that valuation

Okay, next.

And that's really

Mr. Carroll,
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1

questions?

2

COUNCILMEMBER CARROLL:

3

CHAIR HOKAMA:

4

COUNCILMEMBER KAWANO:

5

CHAIR HOKAMA:

6

COUNCILMEMBER JOHNSON:

7

CHAIR HOKAMA:

8
9

No questions.

Thank you.

Mr. Kawano.

None.

Ms. Johnson.
None.

Mr. Molina?

Mr. Nishiki,

anything for slide I?
COUNCILMEMBER NISHIKI:

Yeah.

Wes, I think in

10

that one, you may not have the answer, but hopefully

11

in later meetings, Mr. Chairman, we can find out

12

specifically where these valuations are showing the

13

increase, the breakdown, whether it be new development

14

and then specifically what areas.

15

I guess my question is only based on,

16

Mr. Chairman, the fact that they did across-the-board

17

reduction in justifying that 2 billion or 2 million

18

reduction that we're going to get.

19

you know, where in reality did the valuations go up?

20

Did it go up in business?

21

it go up in single-family, and then what area?

22

Because hopefully, that clarity we may use to really

23

determine if that's how we want to go, whether we want

24

to go across the board as this Administration probably

25

made it easy for themselves by doing it that way, but

I'm just curious,

Did it go up in hotel?
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1

I'm not saying that it's always the fairest.

2

would be my cause.

3

So that

But maybe you can explain to us if -- why was it

4

easier to do it that way?

5

mean that's a policy question that I really want to

6

entertain in the end.

7

MR. LO:

Or was it the fairest?

I

Councilmember Nishiki, just a couple of

8

things.

I will be able to provide to you the

9

breakdown by PIT Code or by classifications.

And they

10

will -- I will -- they are getting something together

11

for me on the new construction.

12

also right now, I apologize, I don't have that right

13

now, but we can definitely provide that in writing to

14

you folks.

15

The inventory numbers

You know, I'm not able to answer for the Mayor
However, if you recall when we

16

on the rate reduction.

17

did the rate increase, it was across the board,

18

et cetera.

19

of that, there was, as I understand, a lot of

20

discussions regarding the rate reduction on, you know,

21

what categories, et cetera.

22

the board and basically trying to, you know, work our

23

way back towards the levels we were prior to the rate

24

increases.

25

So I mean I think that there was

CHAIR HOKAMA:

--

some

But we did do it across

Do you have a follow-up?
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COUNCILMEMBER NISHIKI:

1

Last question.

Yeah, if

2

I may.

3

Wes, I'm sure that it is in anticipation of what is

4

projected also.

5

projecting this time around in your

6

assessment of valuation, or is it?

7

wrong.

8
9

And the only reason why I ask this is because,

MR. LO:

This isn't the actual what you're

This is an estimate.

in with the certification.

in your
Correct me if I'm

The actual comes

If I could make a little

10

bit of a digression on one point.

11

about this.

12

reflected last year's rates.

13

this year's rates, the ones that were sent out because

14

they have not -- the rates have not officially been

15

changed.

16

I was thinking

The property tax bills that went out
They did not reflect

Just to clarify that.

COUNCILMEMBER NISHIKI:

I think maybe where

17

Council Members need to be educated is this then, for

18

me anyway, I speak for myself, when

19

the line this year, there is a business property that

20

a building goes up.

21

worth a lot more in regards to the building now,

22

okay.

23

okay, say down

Now, the business property is

Does the property tax division immediately place

24

a tax on this building, or has it done it in

25

anticipation of when the building is built?
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1

of course, we can see delays in a building being

2

built, and it may never get built.

3

actual on that?

4

MR. LO:

So what is the

Councilmember Nishiki, there's actually

5

I think kind of two questions in that.

I think the

6

first thing is as you build the building during the

7

year and you reach a certain percentage of completion,

8

let's say a building is 50 percent complete.

9

going to have that value reflected in that tax roll.

You're

10

The lag which I think you're referring to is the fact

11

that if -- we only do a valuation once a year, and it

12

is in -- we pretty much try to get our values in by

13

December.

14

February, basically we're just trying to make sure all

15

those values are done and input the new inventory,

16

et cetera, and then work on the bills and the

17

assessments.

18

And, you know, the rest of January and

So if somebody were to start a building let's

19

say in January of any year and they completed it let's

20

say in February, I'm not being facetious, completed it

21

in February, you will not see that increase in value

22

until the subsequent year, so there is a lag in that.

23

It's an inherent lag in the system on that, so,

24

yeah, I mean that's one of the issues that you have,

25

so that's why we always do watch.

Dennis Ichikawa,
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1

who you know well, does watch our inventory levels,

2

et cetera, to make sure to see what kind of effect

3

you're going to have in the subsequent years.

4

Now, from what I presented today and to the --

5

if somebody were to build a building, I don't mean to

6

be facetious, and finish a building before April 9th,

7

that will not be reflected.

8

year are going to be rolling into next year's

9

certification, not this year's certification.

10

COUNCILMEMBER NISHIKI:

All the values from this

Okay.

So like Piilani

11

Village or these other ones that are just coming in

12

line, they haven't been sold, the houses are up now in

13

Kihei, those will never show until the following

14

year?

15

MR. LO:

Yes and no.

To some extent, I mean

16

taking the example of if they didn't start it in a

17

year and they finished it within that year.

18

if they started it last year, we're going to have some

19

value given to it based on some percentage of

20

completion.

21

value as we can by December.

22

within a year that we kind of have a lag on that.

23

You know,

You know, so we try to capture as much

COUNCILMEMBER NISHIKI:

Now, the ones that

I guess, Mr. Chairman,

24

the question would be is it by law that we can only do

25

that, or can we prorate and get the money then?
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1

is the Corporation Counsel here?

by law that

2

CHAIR HOKAMA:

3

COUNCILMEMBER NISHIKI:

4

Brian.

5

Yes.
Oh, there he is.

Hi,

Do you understand the question, Brian?
CHAIR HOKAMA:

Mr. Moto, are you able to make a

6

comment to Mr. Nishiki's question?

7

COUNCILMEMBER NISHIKI:

From the revenue

8

picture, I understand a lot of this is speculation,

9

but so is carry-over savings and the whole gamut,

10
11

so-MR. MOTO:

Mr. Chairman, real property tax

12

assessments, which is to say the determination of real

13

property values, fair market values, by law is done as

14

of a specific date each year, and that's January 1st

15

of the year.

16

are made by the County of all real property in the

17

County is supposed to reflect the value as of January

18

1st of that particular year.

19

snapshot approach to valuation.

20

In theory, the annual assessments that

So it's an annual

And for new construction, this means that if a

21

project, as many projects do, take a year, two years,

22

three years to complete, the assessors will determine

23

what percentage of the project is finished as of that

24

legal date of assessment January 1st.

25

percent, then, 50 percent of the value will be
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1

recognized at that time and will be reflected in the

2

assessment role that1s certified by the real property

3

tax administrator in April.

4

Assuming construction continues during that

5

time, then in the following year, come the next

6

assessment date, then the increase in construction and

7

completion will be recognized.

8

moves on and it1s either 100 percent complete or 75

9

complete, then the assessment will increase by that

So if construction

10

much, that amount.

So, in effect, there is a kind of

11

proration for new construction that takes time to

12

develop.
COUNCILMEMBER NISHIKI:

13

Yeah, one would be the

14

builder, and one would be the

say the buyer, if

15

that unit is sold now, okay.

16

Brian.

17

prorated, should that project finish up early and

18

we1re off in our proration, are we able to go back and

19

collect that back amount that we would have lost

20

because that project got done early and we didn1t take

21

into consideration the fact that it was completed?

My question is this,

If there is that assessment and it1s so-called

22

CHAIR HOKAMA:

Mr. Moto.

23

COUNCILMEMBER NISHIKI:

And why I say that,

24

Brian, is because even in that scenario, somebody

25

could easily snap that building not even built and
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1

then all of a sudden resell it, and he or she would

2

not have been taxed.

3

MR. MOTO:

Mr. Chairman, because the legal date

4

of assessment is January 1st, they really don't -- it

5

doesn't really matter how fast you complete

6

construction.

7

considered or required to be considered.

8

something that the assessors do in practice.

9

out and annually determine what percent is complete as

10
11

That's not something that by law is
It's not
They go

of the time that they assess.
And if that -- if it's only 50 percent complete,

12

then that's all that's recognized for purposes of

13

assessment roles.

14

the owner is able to complete the remaining 50 percent

15

within a few months after that assessment takes place

16

or it may -- who knows, it may never be completed.

17

You may never really know, but they don't guess as to

18

the rates of completion.

19

of the value as of, in theory again, January 1st.

It could very well be that the

They simply take a snapshot

20

COUNCILMEMBER NISHIKI:

21

CHAIR HOKAMA:

22

COUNCILMEMBER ARAKAWA:

Okay.

Okay.

Thank you.

Thank you.

Mr. Arakawa.

Yeah, just for

23

clarification on what Councilmember Nishiki was

24

asking.

25

house and you're 50 percent complete, why would that

If you've got a house, you're building a
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1

add any value onto your valuation until you could

2

actually complete the house and move into it, how are

3

you guys doing that, Wes?

4

CHAIR HOKAMA:

5
6

Mr. Lo, do you want to respond to

that?
COUNCILMEMBER ARAKAWA:

Or if it·s a rental or

7

if it·s a kind of a unit that you cannot actually

8

utilize for the business, how do you put an additional

9

assessment on that?

10

MR. LO:

Well, you take -- well, you take the --

11

I mean, again, this is even an accounting -- in

12

accounting for construction companies, you take a

13

percentage of completion so that there's a phase in of

14

your taxes over time.

15

a -- let·s say you're building Piilani Villages or

16

something and you have a bunch of houses that are

17

let·s say you go foundation across the track.

18

trying to capture those revenues based on how much

19

percent complete they are.

20

So let·s say you're building

We are

So if you were building a house per se, trying

21

to take the simplest example, and you bought the land

22

for $100.

23

completed value was $200, and, you know, but you're

24

only 50 percent complete, they would assess you that

25

your value is $150 per se.

And as completed our estimate of the as

So that·s sort of a
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1

standard in the industry.

In the appraisal, you take

2

a percentage of the completion of the project, so, I

3

mean, I think, I hope I'm answering your question.
COUNCILMEMBER ARAKAWA:

4

You answered the

5

question, but I still don't understand how you can do

6

that.

7

building and I'm going to be using it for a business,

8

and it's only 50 percent complete, I actually would

9

have a liability that I am paying on because I have no

If I have a structure, let's say I have a

10

way of recovering any revenue.

11

would have a negative valuation from a business

12

standpoint I would think.

13

I'm getting no revenue on it, so how would you give it

14

an additional assessed value?

15

CHAIR HOKAMA:

16

MR. LO:

So, in essence, you

I'm paying a note on it.

Mr. Lo.

Yeah, I mean that's

I can from a

17

valuation standpoint, that's just how is value, I'm

18

not sure if I can answer other than that, that's how

19

properties are valued by the percentage of

20

completion.

21

appraisal staff as to if there's any legal purpose for

22

that.

23

practice for the industry, et cetera.

24
25

I'm not -- I could check with our

I think it may be just common

COUNCILMEMBER ARAKAWA:
question on my part.

commonplace

It's just a curiosity

It just doesn't quite fit in my
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1

mind.

2

property owner.

3

in valuation, do you have an estimate as to how much

4

of that is actually new versus valuation on existing

5

homes that have just been raised up, what portion of

6

that is?

It looks like a negative-negative to the
In your $1.6 billion overall increase

7

MR. LO:

Mr. Chair.

8

CHAIR HOKAMA:

9

MR. LO:

Mr. Lo.

I think if you're asking the question

10

on how much is it attributable to new construction and

11

how much is attributable to value ultimately is the

12

question?

13

COUNCILMEMBER ARAKAWA:

14

MR. LO:

Yes.

I don't have -- again, I would prefer

15

to get an accurate figure for you, which I have

16

requested from our real property tax department.

17

know, we have just gotten the values in on it, and so

18

he's actually doing an analysis right now to come down

19

with how much is new construction, how much is value.

20

By and large, I would say a lot of it is the value

21

part of it.

22

any meaningful numbers as if they were in the '90s

23

would be some major hotels, et cetera.

24

the big, big values come in.

25

bunch of single-family residences being built, and

You

Typically, for new construction to have

That's where

I mean you could have a

IWADO COURT REPORTERS, INC.

85
1

that's fairly nominal when you think of the, you know,

2

16.6 billion in value, you know.

3

So I would say by and large it's mostly value,

4

but we will provide the breakdown in numbers.

5

see if I can get that transmitted to you in the next

6
7

I'll

by this week.
COUNCILMEMBER ARAKAWA:

Because the major

8

projects I was looking at is like Wailea Shopping

9

Village, most of the -- Piihana Market, the housing

10

area in Happy Valley.

11

that are new residences, and I would like to be able

12

to clearly understand the difference between new money

13

generated from new building versus additional taxes

14

being put on existing businesses or residences,

15

because I've had a lot of complaints about assessed

16

valuation on old residences and inability to pay.

17

other thing I wanted to know as far as the assessed

18

valuation is you mentioned that this is something that

19

the assessment that is out this year is actually from

20

last year, last year's assessment?

21

MR. LO:

Those are some big projects

The

Mr. Chair, actually, they value it

22

throughout the year.

And as Corporation Counsel has

23

identified, they do it as the value as of, you know,

24

January 1st.

25

actually going out and taking a look at all the

So what they're doing is they're
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1

properties, not necessarily coming up with values, but

2

getting all their data ready and, you know, using

3

their comparables, et cetera, as they get closer.

4

So the technical value is as of January 1st.

5

But then again they are valuing it throughout the year

6

to come up with something.

7

COUNCILMEMBER ARAKAWA:

It's important for me to

8

understand because if you're current, let's say your

9

valuation is current as of January 1st.

It's one

10

thing when we're looking at how we're going to

11

evaluate the tax rate versus if it's a year behind and

12

we can anticipate that this follow-up in this upcoming

13

year is going to reflect that addition that is this

14

year.

15

be putting to it and the amount of revenue that we're

16

going to be putting to it will be totally different if

17

there's a year's lag.

18

Because the amount of value that we're going to

MR. LO:

There's not really a year's lag in the

19

valuation except for new inventory.

Because you're

20

coming up with the value of whatever you've got there

21

as of January 1st, et cetera.

22

don't revalue that for another year, so -- but the one

23

thing that it doesn't capture again, as

24

Councilmember Nishiki mentioned, is if there's new

25

inventory isn't recognized on the books as of January

Now, in a sense, you
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•

•

l I s t and you start it, that's where somewhat of the lag
2

Now, we have to be careful with lags because

3

4

lags cut both ways.

5

down.

6

to be obviously prepared for being hit by that in

7

subsequent years when they're going up.

8

may see some increase in values, et cetera.

9

of the problems we always see, and for those of you

Lags go up as well as they go

If values were going down, you know, we've got

You know, we
Now, one

10

know, Dennis Ichikawa is a Nervous Nellie talking

11

about these things.

12

by interest rates and a lot of other things in the

13

market, so, you know, the -- you're going to see from

14

year to year at times some tremendous changes in

15

values because of whatever transpires during the

16

year.

17

The value is really driven a lot

COUNCILMEMBER ARAKAWA:

In your evaluation --

18

I'm trying to ask two questions.

19

wants to ask, then I'll come back and ask my

20

questions.

21

•

is.

CHAIR HOKAMA:

If anybody else

Hold on there, Mr. Arakawa.

22

Chair is going to call a very short break,

23

three-minute break.

24

RECESS:

25

RECONVENE:

Recess ... (gavel)

11:08 a.m.
11:16 a.m .

IWADO COURT REPORTERS, INC.

The

88
CHAIR HOKAMA: ... (gavel) ... The Council's

1
2

Committee on Budget and Finance, will reconvene.

3

Members, just a comment from the Chair at this time.

4

I would like to, without stifling questions, but I

5

would hope we can try and finish Mr. Lo's presentation

6

hopefully this -- during the morning session.

7

while I would agree with most of you that

8

understanding the revenue and expenditure picture and

9

the general philosophy is critical so that we have a

And

10

good foundation so that we can move forward and

11

understand how the details fit into the big picture, I

12

would ask that you ask your questions.

13

would move on, and then again, we will have the

14

detailed review when we bring back the departments

15

again.

16

And then we

So you will have more than one opportunity to

17

have questions presented and answers responded back to

18

you.

19

Okay.

Mr. Arakawa.

COUNCILMEMBER ARAKAWA:

Just on format, in my

20

mind, this area, the revenue area is about at least 30

21

percent of the entire budget.

22

here, you know, most of my questions will be directed

23

in this area and I think we need to really understand

24

what our revenue sources are, how the estimates are

25

being and what the projections are.

Talking to the Director
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1

So what he covered this morning, in my mind, and

2

even if we spend the week on it, it will be time well

3

spent, because it's about one-third of the details

4

that we need to get into.

5

part of the discussion because a lot of the other area

6

is not nearly as significant, in my mind, as this.

7

I don't want to rush this

If you're going to be bringing Wes back so we

8

can go over the detail, I can understand your

9

concern.

It might be better to go and finish out

10

his -- what he's going to do.

11

brief questions on some of the others where I have

12

questions on with the understanding that we will bring

13

him back so we can get a lot more of the details, but

14

it's got to be fairly early on.

15
16
17

CHAIR HOKAMA:

We can ask -- I'll ask

That's the Chair's intention,

Mr. Arakawa.
COUNCILMEMBER ARAKAWA:

Okay.

Then what I'll do

18

is I'll ask briefer questions and try not to get

19

involved in as much of the detail now, but we need to

20

get into those.

21
22
23

CHAIR HOKAMA:

And the Chair will welcome any

member's detail requests regarding the revenues in Mr.
Lo's areas of responsibility, okay.

24

this time, Members?

25

you want to --

Anything else at

Mr. Arakawa, you have something
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COUNCILMEMBER ARAKAWA:

1

Yeah, we're going, we're

2

going to go -- we were going to go through some of the

3

slides.

4

questions on particular slides and there are just a

5

few that I'll ask questions for, and I'll limit on

6

it.

7

CHAIR HOKAMA:

8

number 3.

9

slide 4?

10
11

Why don't you ask generally if there are

Okay, thank you.

Any questions on slide 3?

We're on slide
Seeing none,

Slide 4 is -- the first line is real

property tax levy.

Ms. Johnson.

COUNCILMEMBER JOHNSON:

My question to Wesley.

12

I know what our savings would be if we lowered the tax

13

this year, let's say the savings to the public.

14

just was curious, the year when we had the property

15

tax increase, what was the dollar value of that

16

increase?

17

later, but I just was curious just to have some kind

18

of a measure.

19

MR. LO:

20
21
22

But I

If you don't know it, you can give it to me

I think I prefer to give that later to

give an accurate figure on that.
COUNCILMEMBER JOHNSON:

All right.

All right.

Thank you.

23

CHAIR HOKAMA:

Okay.

24

to Mr. Lo for a response.

25

CHAIR HOKAMA:

That question will be sent

Excuse me.

Okay.
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1

just wanted to make sure staff understood your

2

question, Ms. Johnson.
COUNCILMEMBER JOHNSON:

3

No, that's fine.

And it

4

was just as a comparison to look at what the increase

5

produced and then what this tax decrease will

6

produce.
CHAIR HOKAMA:

7
8

slide.

9

Mr. Arakawa.

10

Thank you.

Okay.

Members, next

Fiscal 2002 real property tax rates.

COUNCILMEMBER ARAKAWA:

Okay.

Wes, this is the

11

critical one for me.

This is where you're trying to

12

explain how you're doing the $2 million reduction, and

13

I need for you to go over it again.

14

looking at a decrease across the board by 2.1

15

percent.

16

proposal is to reduce the tax rate by 2.1 percent, is

17

that what you're doing?

Because you're

So you're just gonna reduce the tax -- the

18

CHAIR HOKAMA:

19

MR. LO:

Mr. Lo.

Mr. Chair.

Mr. Chair.

Councilmember

20

Arakawa, yes, in our calculations, we took the

21

figures.

22

will, I mean it really gets down to a fine line, but

23

what we did is we tried to find a figure that across

24

the board 2.1 percent came to approximately $2

25

million.

The problem is the decimal point, if you

Then what I did is because of the rounding
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1

errors, I backed into the actual figures to come up,

2

and it's slightly different depending on what rounding

3

or how far out on the decimals you do, but that is how

4

we did it, just straight across the board 2.1 percent

5

approximately.

6
7
8

9
10
11
12

COUNCILMEMBER ARAKAWA:

what are we charging now generally per thousand?
MR. LO:

For example, for homeowners, the

initial rate was $3.71, and I think now we're down to
$3.63 I believe.

by 2.1 percent?
MR. LO:

14

COUNCILMEMBER ARAKAWA:

I'm sorry?

MR. LO:

17

COUNCILMEMBER ARAKAWA:

19

So you just reduced it

by 2.1 percent?

16

18

So you just reduced it

COUNCILMEMBER ARAKAWA:

13

15

So if we are charging

Yes, approximately 2.1 percent.

needed to clarify.
CHAIR HOKAMA:

Okay.

That's what I

Thank you.
Okay.

Any other members have

20

questions on this area or this slide?

21

Next, public service company tax.

22

Johnson.

23

COUNCILMEMBER JOHNSON:

Seeing none.

Any questions?

Ms.

I just wanted to ask

24

Wesley, and he may not know the answer to this, but,

25

for example, is there a chance that this would be
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1

challenged?

2

MR. LO:

Mr. Chair.

3

CHAIR HOKAMA:

4

MR. LO:

Mr. Lo.

Councilmember Johnson, yes

again,

5

this has been brought up forever probably since they

6

transferred over the real property taxes to the

7

counties.

8

approved is that this is the first year we actually

9

have a settlement agreement signed again by the State

The reason we're confident of this being

10

Administration and all the counties and the major

11

providers, you know, the HECO, MECO, HELCO, you know,

12

so on and so forth, KECO, et cetera.

13

And we understand, I mean my best account of it

14

is I understand that people who are tracking the

15

Legislature are saying this is moving through fairly

16

well.

17

don't pass this, there's a possibility of suit for

18

back taxes or something, so and I think that everybody

19

is fairly confident that this will move forward at

20

this point in time.

Now, what the State has at risk is that if they

21

COUNCILMEMBER JOHNSON:

Okay.

22

COUNCILMEMBER NISHIKI:

Chairman.

23

CHAIR HOKAMA:

24

COUNCILMEMBER NISHIKI:

25

is a settlement, Wes.

Okay.

Thank you.

Thank you.
Yeah.

Mr. Nishiki.

Thank you.

This

So this means that this was
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1

back owed, but what will the next year's numbers

2

represent?

3

MR. LO:

Mr. Chair.

I guess maybe it was called

4

a settlement agreement, but what this is is going

5

forward, anything in excess of the 4 percent on the

6

public service company taxes will go to the counties.

7

It will be enacted as

8

introducing some laws to that effect.

9

is not here at this point, but he's instrumental in

I believe they will be
Again, Mr. Moto

10

negotiations.

11

forward.

12

law, but this is -- this will be a recurring revenue.

13

But it will almost be like a TAT going

Now, obviously, you're subject to changes in

COUNCILMEMBER NISHIKI:

Can we expect this to

14

increase if there is more urbanization?

15

formula calculated?

16

MR. LO:

How is that

To the best of my knowledge, the

17

formula is calculated on gross revenues of these

18

utility companies.

19

revenues go higher, we would have an increased take of

20

this amount.

21

So I guess, in essence, as the

COUNCILMEMBER NISHIKI:

Right.

So if there's

22

more urbanization, it doesn't matter where it falls

23

location-wise?

24

25

MR. LO:

To some extent, it does.

Urbanization

in the County of Hawai'i will not -- I mean if HELCO
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1

or Hawaiian Electric Light Company out of the Big

2

Island has more revenues because of urbanization, Maui

3

will not see that increase.

4

will see that increase.

5

COUNCILMEMBER NISHIKI:

6

MR. LO:

7

COUNCILMEMBER NISHIKI:

The County of Hawai'i

I understand.

Yeah.
Okay.

But, I guess

8

Mr. Chairman, the question is that will this amount be

9

firm?

It seems like if it is based on what Wesley is

10

representing, then it will probably be more, but I'm

11

not sure if this is what actually happened by this

12

settlement.

13
14
IS

CHAIR HOKAMA:

It says firm is -- my

understanding of this issue -COUNCILMEMBER NISHIKI:

16

do some research on this?

17

CHAIR HOKAMA:

18

COUNCILMEMBER NISHIKI:

19

CHAIR HOKAMA:

Can we get our staff to

Sure, Mr. Nishiki.
Thank you.

And again, my only comment to the

20

Members at this time is at this point, the Chair is

21

not convinced, if I can use that word, that we should

22

be recognizing this $4 million as revenue at this time

23

until -- I would prefer at this point in time,

24

Members, that we deduct it from the revenue picture,

25

and when this law is enacted and when the County does
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1

receive the monies, that we by Charter would expect

2

the Mayor to send a supplemental budget request down

3

to Council.

4

time regarding this 4 million.

5

for it and something occurs and it's not part of our

6

revenue stream.

7

And that's just my gut position at this
I would hate to budget

Then it's some place that again a decision will

8

be made to where we would not put resources, that $4

9

million resources to, so, again, it is just at this

10

point in time, my gut position regarding this $4

11

million.

12

Any other questions regarding PSC at this time?

13

Again, it is going through the Legislature.

14

There are two bills I believe still alive in

15

consideration before the money committees.

16

Yes, Mr. Arakawa.

17

COUNCILMEMBER ARAKAWA:

Yeah, Mr. Chairman, in

18

going to Honolulu and talking to the Legislators, I

19

assume there's a reason why you want to be cautious on

20

this.

21

particular bill, what has been the response of our

22

Legislators for this kind of -- for the funding, is it

23

positive, negative?

24

Chairman is saying, unless it is a very positive

25

response, then perhaps we should put it on the side.

If I can ask the Administration, on this

Because I tend to think what the

IWADO COURT REPORTERS, INC.

97
1

CHAIR HOKAMA:

2

MR. LO:

Mr. Lo.

Mr. Chair, I personally did not talk to

3

any of the Legislators, but the people who are

4

tracking the bills have indicated that there has been

5

a positive response.

6

have come up the learning curve on this, but just from

7

what I understand, there's been a favorable response

8

to the best of my knowledge.

9

COUNCILMEMBER ARAKAWA:

I think some of the Legislators

10

CHAIR HOKAMA:

11

COUNCILMEMBER ARAKAWA:

Mr. Chairman.

Yes, Mr. Arakawa.
I would assume that by

12

the time the Legislative session is over, we will know

13

one way or the other.

14

budget, we will have that determination of the State

15

Legislature on this particular bill, and then we will

16

evaluate it at that point.

17

should sort of assume what you're assuming, it's not

18

real until we get it.

19
20
21
22

CHAIR HOKAMA:

So hopefully before we pass the

Thank you.

Thank you.

Mr. Kane.
COUNCILMEMBER KANE:
Mr. Kawano.

I'm sorry.

I saw

I'll yield to Mr. Kawano.

23

CHAIR HOKAMA:

24

COUNCILMEMBER KAWANO:

25

And until then, I think we

Mr. Kawano.
Yeah, Mr. Chairman, I

have no problem following your request.
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1

tracking this bill and going down and testifying on

2

this matter with the two House, I feel that this is

3

more sort of concrete than the TAT taxes, that the

4

money that we're looking at.

5

confident that, as Mr. Lo mentioned, that the County

6

will get their share.

7

following your request, but I'm almost positive that

8

this will happen.

9
10
11
12
13

And I really feel

But I have no problem in

And I like what Nishiki said, if the staff can
follow-up on it, Mr. Chairman.
CHAIR HOKAMA:
Mr. Kawano.

Thank you.

Yes, thank you for that

Mr. Kane.

COUNCILMEMBER KANE:

And just as a side note,

14

Mr. Moto, Corporation Counsel, was the actual person

15

involved with the negotiations, and so he may be able,

16

at some future time, be able to give us a brief

17

overview of what transpired and how it got to where it

18

was and give this body an understanding of what this

19

thing is really all about.

20

CHAIR HOKAMA:

Thank you.

And again, Members,

21

with Mr. Kane as our HSAC representative, I would ask

22

that he would assist the Committee in keeping us

23

informed.

24

and how the HTA performs their duties that is being

25

discussed seriously by the House, tourism as well as

There is discussion also regarding the TAT
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the Senate Committee responsible for this subject

2

matter.

3

and, of course, Ms. Woods, have been keeping up with

4

how it may impact us either positively or negatively.

5

And our two ladies in our audience, Ms. Vencl

But there are things going on at the Legislature

6

that will definitely impact this budget, so please do

7

your lobbying on behalf of the County.

8

appreciate that.

9

service company tax?

10
11

Anything else regarding public
If not, next slide, interfund

transfers.
Again, I think Mr. Lo gave us a very good

12

background on how we're to look at this.

13

revenues.

14

I would

Okay.

Bond

Mr. Arakawa.

COUNCILMEMBER ARAKAWA:

Yeah, Wes, I know it's

15

in the detail, but what is our total bond debt at this

16

point, 300 and what?

17

MR. LO:

Mr. Chair, Councilmember Arakawa, let's

18

see, actually, you can answer this in several ways.

19

But once you exclude some of our reimbursable bonds,

20

which are, you know, for Board of Water Supply and

21

various other sources, as of July 1st, 2000, if you

22

will, is our last statement of funded debt, we had

23

$213 million as our principal amount of bonds and

24

loans outstanding.

25

That included State resolving fund monies also.

IWADO COURT REPORTERS, INC.

100
1

The actual GO bond, I think we had about 190 million,

2

and then we had reimbursables totaled about 47

3

million.

4
5

COUNCILMEMBER ARAKAWA:

Our total that is

critical to us is 213?

6

MR. LO:

Yes, yes, correct.

7

COUNCILMEMBER ARAKAWA:

And of those, the bonds

8

that we've been floating, a lot of it were primarily

9

for our park facilities as well as our sewer

10

operate of our sewer systems, the major bond floats.

11

What areas do you anticipate or does Administration

12

anticipate that we're gonna be going into that we may

13

have to add additional bonds on?

14

areas, or what can we look for in this area?

15

CHAIR HOKAMA:

16

MR. LO:

Are there major

Mr. Lo.

You know, I'm gonna have to defer a

17

little bit when you get to the CIP portion of it to

18

the actual, whether there's bond funds or not, I think

19

we're doing a lot of cash CIP projects in addition to

20

bond funds.

21

worrying about just the overall bond indebtedness.

22

And I'm sorry, I'm not -- I've been more

COUNCILMEMBER ARAKAWA:

We can get to that

23

later.

I'm just kind of curious, because I'm trying

24

to put this in perspective.

25

what, 1-point-something billion dollars that was our

And reading that, we had
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1
2

ceiling for bond float?
MR. LO:

I think youlre correct.

It's some

3

inapplicable ratio -- I mean I think we can go up to

4

like $1 billion I think on our debt policy.

5

we have internal debt policies that sort of rate debt

6

service as a percent of general expenditures.

7

Internally, we have set some debt policies as such

8

even though our legal debt policy is much higher

9

obviously or debt covenants, if you will.

10

COUNCILMEMBER ARAKAWA:

However,

And just another, just a

11

general question.

12

the interest that welre paying versus the interest

13

that welre getting for money that welre putting into

14

accounts, the return is negative or positive?

15

other words, is it better to pay it off, or is it

16

better to invest it?

17

MR. LO:

In the bonds that welre getting,

In

Well, it's a little bit -- a bit more

18

complicated than that because bonds you cannot

19

prepay.

20

words at you guys.

21

which means that you set it aside in a sinking fund

22

and there's all these things going, so you set aside

23

monies.

24

to pay the thing.

25

right now because rates are low and welre actually in

So what you need to do is 1111 throw some
You need to defease the bonds,

You earn interest on them, and you use that
So we are looking at a refunding
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1

the process right now.

2

weekly now to determine when the proper time to refund

3

is.

4

that would make sense for refunding.

5

We have conference calls

Right now we're trying to identify all the bonds

There's a spread that you have to reach,

6

otherwise it's not economically feasible.

7

can't just prepay a bond.

8

sorry to use the word, but for lack of a better word,

9

defease the bond.

10
11

Because you

You have to again, I'm

So we are looking into that right

now.
Now, on our interest earnings, it's a hard

12

comparison because of two things.

13

earnings are based on a different instrument.

14

allowed to invest in something called agencies as

15

opposed to treasuries.

16

is based on short term.

17

out on our investments is three years where on the

18

debt side you can go up to 20 years.

19

average life is around 12 years or 10 years, et

20

cetera.

21

Our interest
We are

And also our interest income
I think our maximum we can go

I think our

But you bring up an excellent point.

Asset

22

liability management is more critical than the

23

me, the rate you pay doesn't matter.

24

you've got between your assets and your liabilities as

25

the critical part.

to

It's the spread

And, you know, we are delving into
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1

this area right now, but you have a problem because

2

you have different types of maturities and durations

3

for the instruments, so it's not as simple as that.

4

mean it's pretty complex I think.

5

COUNCILMEMBER ARAKAWA:

Okay.

Well, obviously,

6

you don't want to answer that question directly

7

because it's too complicated, so we'll let it go.

8

It's just from a legal standpoint, if we wanted to

9

take money and we wanted to put it into a retirement

10

I

bond fund, can we do that?

11

CHAIR HOKAMA:

12

MR. LO:

Mr. Lo.

I would have to defer to Corporation

13

Counsel on that I mean if legally we can.

14

that's what we're doing when we refund our bonds is

15

we're borrowing at a lower rate and putting the money

16

in a fund to retire those bonds, so essentially, we're

17

doing that.

18

is on the balanced budget side.

19

another--

20

question.

22

because--

23

And one of the problems you've got here

COUNCILMEMBER ARAKAWA:

21

In essence,

I mean, that's

That's where I have the

If we could get that answer, Mr. Chairman,

CHAIR HOKAMA:

Mr. Arakawa.

Yeah, I'm sorry,

24

Mr. Moto is not here at this time, but we will refer

25

your question to Corp Counsel.
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2

COUNCILMEMBER ARAKAWA:
it's worth exploring.
CHAIR HOKAMA:

4

COUNCILMEMBER NISHIKI:

5

CHAIR HOKAMA:

7

Because, yeah,

Okay, I'm done.

3

6

Okay.

Thank you.

Mr. Nishiki.

Where is Mr. Moto?

Staff is checking on his

situation.
COUNCILMEMBER NISHIKI:

I can't believe it.

8

Anyway, under bond revenues, Mr. Chairman, the actuals

9

in the year 2000, Wes, is it 14.4?

I see you've got

10

12.9 there.

11

That's all right whatever it is, but now you're

12

projecting 24.8 in 2002?

13

CHAIR HOKAMA:

14
15

I don't know, I'm reading from 2.2 here.

I see what you're referring to,

Mr. Nishiki.
COUNCILMEMBER NISHIKI:

Yeah.

I guess my

16

question, Mr. Chair, is is it good or bad that it's

17

gone from 14.4 and now we're projecting 24.8?

18

know, I think I need to understand what you mean by a

19

bond revenue.

20

concern and is the life of the bond a concern, and

21

finally, is the amount owing a concern when we look at

22

bond revenue?

23

You

And I don't know, is rates also a

I mean for me, it's -- when you say bond

24

revenue, are you saying that we're earning interest on

25

these bonds?

And yet at the same time, the interest
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1

may be 1 percent and yet -- yeah, what we get back is

2

1 percent and yet what we're paying is 9 percent.

3

please give us some clarity on whether it's good or

4

bad.

5

CHAIR HOKAMA:

6

MR. LO:

So

Mr. Lo.

Mr. Chair, I guess first I mean I had

7

some, several questions in this area.

8

more proper reference to the budget is the sources and

9

uses where you have the source of the money, and we're

10

calling them revenues because of the way the budget is

11

structured and the various laws but really that's our

12

sources of money.

13

the purest since where it's a revenue item.

14

that that's where we're getting the money to pay for

15

some expenditure, so in this case, obviously capital

16

expenditure.

17

I think the

So it's not really bond revenues in
It's just

So, you know, I would like to clarify that part

18

of it.

Just and I think your assistant also asked

19

about, you know, State revolving fund monies.

20

not really a revenue.

21

be used for a certain expenditure.

22

as it relates to if it's good or bad, in the

23

county-wide cost section, I go into a debt service

24

analysis, I mean not real in-depth, but my theory on

25

debt is you need to make sure that you have the

It's

It's just a source of money to
Okay.
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1
2

ability to pay your debt.
I'm not as much concerned about the level of

3

debt as I am concerned about the structure of the debt

4

and the -- your ability to pay that debt.

5

can get into that a little later when we go into

6

county-wide costs.

7

COUNCILMEMBER NISHIKI:

8

MR. LO:

9

So I mean I

Fine.

And then the other part is right now is

probably one of the lowest interest rate environments

10

that we've seen in some time.

11

necessarily a bad idea -- again, not that I have a

12

crystal ball, but if you're going to be doing a lot of

13

borrowing, you should be doing it in a lower interest

14

rate environment for things that you need to catch up,

15

so we need to -- you know, from the Mayor's

16

perspective, we need to catch up a lot of our

17

infrastructure, and now is a good time to be looking

18

at the markets for your, you know, because of the

19

favorable interest rate environment.

20

COUNCILMEMBER NISHIKI:

And it's not

Yeah, well, that was

21

the -- that was -- that was what was said when -- that

22

was not what was said when the Mayor took office and

23

you -- you -- you were critical about the other past

24

Administration in borrowing a huge amount of money.

25

mean the concern always had to be putting the future
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1

generations into expanding your credit card and how

2

that would affect our bond rating.

3

MR. LO:

4

COUNCILMEMBER NISHIKI:

5

MR. LO:

6

Councilmember Nishiki, Mr. Chair.

I beg to differ a little bit.

I mean I

know we talked about that.

7

COUNCILMEMBER NISHIKI:

8

MR. LO:

9

Go ahead.

Go ahead.

But -- and I purposefully didn't put a

slide up here, which I could easily brought the slide

10

from past times.

11

amount you borrow and your ability to prepay.

12

what -- and I don't really want to go and revisit the

13

past.

14

15
16

But there's a difference in actual

COUNCILMEMBER NISHIKI:

Now,

Yeah, go ahead, no

problem.
MR. LO:

But the problem was that we did not --

17

our cash flow, our revenues, et cetera, didn't cover

18

our debt service.

19

fiscal 1999.

20

we're breaking even now.

Our operating cash flow

21

covers our debt service.

So there's a subtle

22

difference in -- difference in that.

23

Again, we lost $7.9 million in

That's much different than, you know,

I mean we're still looking at having the ability

24

to pay our bills without any impact on the other

25

revenue items.
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COUNCILMEMBER NISHIKI:

1

Well, I think -- I think

2

when you looked at the other -- the other end, and I

3

guess I need to revisit this just because of

4

representations that you made during then.

5

you were new to the job also and so you applied to

6

playing on the point of more fiscal conservativeness.

7

Of course,

But when you look at the crystal ball, I guess

8

this is the concern of all of us, Wes.

9

Otomura?

You know, like

Of course, he makes his decision whether

10

he's going to lower the interest rate or not.

11

think for many of us, it's are we really -- if that is

12

the trend of lowering interest rates, then there must

13

be a scare also of spending during this time just by

14

lower interest rates maybe.

15

valuations all go down, and that's what you pointed

16

the picture out to us during the past Administration.

17

Valuations went down, therefore, the ability to

18

collect was not good.

19

But I

Because of what if our

Similarly, I'm concerned about that.

We may

20

have -- we may have gone through the boom already, and

21

we may be going into the bust, so is this the right

22

time?

See, you guys are really pumping us up to say,

23

"Spend now because everything looks good."

Because

24

there's a lot of building and tourism is up.

But I

25

heard you tell the other side of the story also, and
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1
2

now, I guess I'm believing you, your past story.
And so I'm trying to be conservative now, but

3

we're going to hear from these guys also about what's

4

happening was.

5

in regards to this boom or bust concern and spend or

6

not spend and what we call bond revenues.

So I guess that is where my concern is

7

CHAIR HOKAMA:

8

there, Mr. Nishiki?

9

Was that a comment or a question

COUNCILMEMBER NISHIKI:

Well, I'm saying, of

10

course, we're going to get into the expenditure side

11

next, Mr. Chairman.

12

CHAIR HOKAMA:

13

COUNCILMEMBER NISHIKI:

We are.

We are.
So that's when I think

14

the concern of how big the float is going to be is my

15

concern.

16

CHAIR HOKAMA:

Okay.

17

COUNCILMEMBER ARAKAWA:

18

CHAIR HOKAMA:

19

COUNCILMEMBER ARAKAWA:

Hold on.
Mr. Chair.

Hold on, hold on.

Mr. Arakawa.

You know, Wes, I think

20

one of the most critical things we're going to have to

21

be looking at concerns with the statement that you

22

just made as to whether this is a good time to invest

23

in our infrastructure or it's a bad time.

24
25

Now, what I'm going to be asking for, Mr. Chair,
is a list of all of the projected major projects that
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we need to be looking at; for instance, replacements

2

of base yards, purchasing of land, things where we can

3

look at bond float now while the interest rate is

4

low.

5

borrowing more money for to be working on the projects

6

now.

7

And highways is one that perhaps we should be

The question that I asked Wes earlier was

8

whether or not we can put money from this year, the

9

cash, into an investment fund to make sure that we can

10

pay back some of that debt service.

That's why I

11

asked that question, because, you know, we've been

12

discussing a lot of what we need to do to get our

13

economy going and to stabilize our economy.

14

all of us have been aware, or painfully aware that the

15

traffic situation is one of the major criteria.

I think

16

And I'm looking at possibly some of the

17

facilities like at the golf course where they have a

18

maintenance area where this might not be a good

19

might be a good time or one of the better times to be

20

able to invest in that with bond funds.

21

the questions that are coming about as to whether we

22

should be cautious or not, a lot of it will depend on

23

how we get the answer back as to where we can put

24

money away.

25

So I think

Because I would much rather float bonds and put
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the ability to pay back some of those bonds into the

2

accounts if economically and from a purely strategical

3

point that's a better way to do it.

4

think that's a very viable question at this stage.

5

Maybe we should be looking at some projects like in

6

Molokai, taking their base yard, acquiring the land

7

and creating a base yard, a new facility.

8

something we've talked about for a long time.

9

And in my mind, I

That's

The fire station/police station in Wailea,

10

acquiring the funding to do those kinds of things.

11

need to get a good perspective of what the total

12

project -- projects are and then do the evaluation on

13

whether, you know, this is a good time or not a good

14

time.

15

time, money management is a key to me in how we're

16

going to do this.

17

We

I'm very fiscally conservative, but at the same

So the questions we've been asking Mr. Lo I

18

think we need to get the answers for because, in my

19

mind, I'm really debating as to whether this is a time

20

to really pump a lot of money into the bond fund or

21

borrow a lot of money to do a lot of these major

22

projects, especially the highway projects.

23

you.
Okay.

Thank

24

CHAIR HOKAMA:

Thank you, Mr. Arakawa.

25

Mr. Lo, I think one thing that you can help the
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Committee with is explain to them what is the current

2

policy of those revenues that you have that is

3

unrestricted and unappropriated which would be part of

4

your carry-over.

5

short-term investment program?
MR. LO:

6

Does it automatically go into a

Yes.

The -- basically, the difference

7

between your budgeted carry-over and your

8

unappropriated carry-over does flow into the

9

subsequent year's carry-overs.

And all our monies,

10

you know, we have approximately 100 million, is

11

invested, you know, within our investment parameters.

12

And it does earn interest, and you will see that in

13

the form of interest income.
CHAIR HOKAMA:

14

Okay.

So just to let you know,

15

people, the money is just not sitting there in the

16

account.

17

to earn interest on those funds.

18

objection, Mr. Mayor, you have a comment?

19

The County is being responsible and trying

MAYOR APANA:

Yeah.

Okay.

If there's no

Mr. Chairman, I just got

20

out of a meeting, but I saw the TV.

21

Council Members are going through the same exact

22

thought process I have as you, Wayne.

23

we first came in, we said let's keep the bond debt

24

down.

25

risen from I think 190 to 220.

And I think the

You know, when

We're indebting our future people.

It has

I had the same
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concerns, and you know, we all want to do projects.

2

We all have people ask us, you know, "I want

3

this, I want that."

4

long overdue.

5

place has tripled in population since we built the

6

last one.

7

dollars for our community, and they deserve things

8

that all of us have.

9

community someday based on priorities of where we get

10

Some things are really necessary,

Like the fire station in Wailea, that

It's long overdue.

They generate a lot of

And we'll get to each and every

the most bang for our buck.

11

When we look at the bonds, and this year would

12

probably be our best year, and I've mentioned to some

13

of the Members before that we had the bonds people in

14

town.

15

come we only A?

And we always ask as a Council Member, "How
Why can't we do better?"

And they always say, "You're stuck to the

16

17

State.

18

an A bond, and you'll always be the A bond for the

19

rest of your life."

20

You're one single economy.

This is why you're

So when I took over as Mayor, I said, "You know

21

what?

We need to change these things."

22

come we went to diversied economy into high tech, into

23

film and other areas that we normally are not

24

traditionally known for, and we have done very well in

25

these areas.
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The other thing I needed to tell the bonds

2

people was that, "Yes, we live in the State of

3

Hawai'i, but we're different."

4

And that's how come so often I talk about the

5

demographics daily that put the County of Maui at 158

6

or 168 with the average being 100 throughout the

7

Nation, and the rest of the State is at 60-something.

8

Although we live in the State, we are totally

9

different, and we asked our bonds people to consider

10

that when they rank us.

11

Will we get better than the single A bond

12

rating?

I don't know, but I think we have the best

13

story.

14

industry was bigger like none other.

15

the highest.

16

to those things this coming year, but it won't be as

17

great.

18

still lead the State in all categories, but we will

19

not have a banner, outstanding year like last year.

And this is the year.

Because our tourist
Our rooms were

Our rack rates went up.

We look forward

It will be close or a little lower.

We will

20

So with all this in mind, we have to ask

21

ourselves, we need these fire stations, we need these

22

police stations?

23

years we said, "It's not time."

24

cash flow.

25

insure that we can pay all this down.

When do we buy it?

The last ten

We do not have the

We do not have many things in line to
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past year and the years to look ahead we are in very

2

good shape, and I say this for several reasons.

3

When I first took office as Mayor, I too was

4

concerned about the bonds, and we did very little bond

5

borrowing.

6

that has special funds, we bonded roughly about $8

7

million that first year, which is extremely, extremely

8

low.

9
10
11

Outside of wastewater and those things

In fact, people were saying,
building nothing as a Government.
And that's true.

II

WOW, Maui is not

II

The first two years we built

12

very little because we could not afford it.

13

people to wait and hang on until things look better,

14

and this year things looks better for the several

15

reasons I gave you.

16

look through your budget, you can look at the CIP's,

17

and not all of it is bonded.

18

Also, I want you to know, as you

A lot of it is cash.

When I first took office as Mayor, we spent

19

$200,000 went to CIP cash.

20

borrow.

21

the debt.

22

it up to $600,000.

23

bonding money.

24

cash CIP is $8 million.

25

We asked

That means we didn't

We used cash because we didn't want to raise
And that was $200,000.

Last year we took

We paid more cash instead of

This year we're proud to say that the

That means next year we will start the year with
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$8 million if we build nothing.

We have that much

2

cash, and that's a good thing.

3

that we can build these things and pay for it.

4

have a lot of safeties built into it because the

5

economy has done well, because the department has

6

changed their image.

7

thinking.

8

million within the departments that were told not to

9

spend money, to spend as least as possible.

So I'm very confident
We

They have changed their

We think we're going to carry-over 3 or 4

Do your

10

job, but where you can save, save, and they worked

11

hard at it.

12

million this year, which is a good thing.

13

This is why I feel confident.

14

interest rates are near its all-time low.

15

question is we can build this fire station today or

16

tomorrow.

17

this is the year to do it because the rates are low.

18

We might even get a very good favorable bond rating,

19

which might help us even more.

20

have that same story to tell next year because parts

21

of the economy

22

not happen again.

23

They're going to do I think about $3

And plus the

Either year we can afford it.

So the

But I think

I don't think we'll

we just had a banner year.

It might

I'm not sure.

But all indicators are saying now is the time to

24

borrow.

I mean the things -- you should look at not

25

if we should borrow the money, but what are we
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borrowing it for?

2

overdue.

3

the area about six or $8 million of new County roads,

4

which the County has never actually built a road in

5

years.

6

And it's things that are long

We're thinking about building somewhere near

I mean for many years, you wait.

And all of us

7

people say, "When is the County going to build a

8

road?"

9

that's for their project only.

All the developers are building the road, but
It doesn't help the

10

overall community.

11

asking for, a police station in Lanai, long overdue.

12

I think you guys should go see it.

13

jail, you would almost laugh.

14

CHAIR HOKAMA:

15

MAYOR APANA:

And these are the things we're

What they use as a

Wailea fire station.

It's a deterrent.
It's a deterrent.

But these are

16

things -- these are things that we're going to need in

17

our community.

18

many years, and we're going to have to do it sooner or

19

later, so it's about timing.

If you feel the timing

20

is bad, that's your wisdom.

From our side, we believe

21

the timing is right.

22

have the same concerns as you.

23

a mess for our communities.

24
25

These are things we have put off for

And that's how we -- you know, I
I don't want to leave

But I believe we're going to build this police
station in -- fire station in Wailea sooner or later.
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Now we can afford it.

2

time.

4

Okay.

Thank you very much,

Mr. Mayor, for your comments.
COUNCILMEMBER NISHIKI:

5

Now is the

That's our bottom line conclusion.
CHAIR HOKAMA:

3

Now it's cheap.

Yes, Mr. Nishiki.
Yeah.

I've got a

6

question.

7

but I guess the question is this.

8

floating a lot, but are we going to float the bond and

9

not be ready for us to use that money because you've

I know we've only got about five minutes,
You know, we're

10

got a lot of projects?

And I don't know how many

11

projects you've got, Kimo, to be honest with you.

12

MAYOR APANA:

Yeah.

13

COUNCILMEMBER NISHIKI:

And I think this may be

14

the big concern.

You know, can this Administration

15

say they're going to do all of these projects?

16

say you want to do $8 million in road projects.

17

We've never done many road projects,

You

18

Mr. Chairman, and I don't know whether we should allow

19

him to do 8, because I don't know if he can achieve

20

it.

21

the money, you're not ready.

22

money, and you're not using it.

And then what will occur is that then you borrow
You pay interest on this

23

MAYOR APANA:

Okay.

24

COUNCILMEMBER NISHIKI:

25

the concern as far as timing goes.

And that's going to be
NOW, if it wasn't
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so big, maybe we would look at it.

2

we've got to look at all these projects to see if it's

3

achievable.

4

projects?

6

How many people are working on your CIP

MAYOR APANA:

5

Let me answer your question in

another way, Wayne.

7

COUNCILMEMBER NISHIKI:

8

MAYOR APANA:

9

But obviously,

Yeah, go ahead.

You know, if you look back on

life, I mean playing baseball for the first time,

10

going up to bat, are you going to hit the ball?

11

don't know.

12

us this chance to try.

13

down is possible, otherwise we wouldn't waste our

14

time.

You've got to try.

You

So we're saying give

We believe everything we set

Time is too short and precious.
When we talk about bonding, and are we ready to

15
16

spend the money?

You know as well as I do, we do not

17

borrow the money until we're ready.

18

times we use County monies first.

19

and then when we float the bond, we pay the County

20

back.

21

interest on money sitting in the bank.

In fact, many
We do the project,

For the sole reason is we don't want to pay

22

If we do take money sitting in the bank,

23

anything we collect over what we pay as interest, we

24

pay back to the Government as arbitrage.

25

know, there's no - - unless the economy, I mean the
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banks drop so low you can't make your money back.

But

2

what I'm saying is we will not borrow the money until

3

we need it.
So say we do 10 million worth of projects I

4
5

propose and we're ready for none of them possibly in

6

your case scenario.

7

penny.

8

ability to go ahead and try to do these 10 million

9

projects, which we feel we can.

10

We would not have borrowed a

So what we're asking you for here today is the

If we can't, we just don't spend the money, and

11

it's a wash.

12

can do it, this place is going to be much better.

13
14

Nobody wins or lose.

CHAIR HOKAMA:

Okay.

But imagine if we

Thank you very much,

Mr. Mayor.

15

COUNCILMEMBER NISHIKI:

16

CHAIR HOKAMA:

Thank you.

Members, the clock is at 12.

The

17

Chair will recess until 1 p.m. on the dot.

18

Recess ... (gavel) ...

19

RECESS:

20

(THE BUDGET AND FINANCE COMMITTEE MEETING

21

ENTERED INTO LUNCH RECESS AT 12 NOON AND RECONVENED AT

22

1:04 P.M.)

12 NOON.

23

RECONVENE:

24

CHAIR HOKAMA:

25

1:04 P.M.

... (gavel) ... Council's Committee

on Budget and Finance will reconvene.
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record also show that we have the presence of

2

Ms. Tavares and we have full Committee present this

3

afternoon during this part of the day's agenda.

4

Tamara, will you please contact Corp Counsel for

5

Mr. Moto.
COUNCILMEMBER NISHIKI:

6

7

I've got a lot of

things.

8

CHAIR HOKAMA:

Okay.

Members, I had hoped that

9

Mr. Moto would be with us at the start of the

10

afternoon session to respond to Mr. Arakawa's

11

question.

12

looking for a verbal response this afternoon.

13

to delay the works of the Committee, the Chair at this

14

time would like to continue with Mr. Lo's

15

presentation, and then again, bring him back for

16

questions to the Members, if that's okay.

17

He has been made aware of that we are
So not

And again, Members, please be comfortable.

The

18

Chair will let the quorum expand a little during the

19

budget review process, so dress comfortably.

20

need things to help sustain energy and focus, please

21

do so.

22

If you

Yes, Ms. Tavares.
COUNCILMEMBER TAVARES:

Mr. Chairman, I was in

23

the vicinity of the Holy Ghost Church this morning, so

24

I brought two loaves of bread that we can have for our

25

refreshments, still warm from out of the bakery.

IWADO COURT REPORTERS, INC.

122
1

CHAIR HOKAMA:

Thank you very much for your

2

gracious donation.

3

know it's afternoon, but, you know, we will take

4

breaks so that you can stretch, refocus your eyes and

5

again help to keep your level of focus.

6

you start with county-wide costs, please.

7

MR. LO:

No problem.

And again, Members, I

Mr. Lo, will

Okay, Mr. Chair, if you want to sort of

8

follow me along, I'm on Page 7-21 of the Budget

9

Proposal.

I'm not going to be as detailed on this

10

one.

You know, I went through every revenue item on

11

the revenue side, and I will be just covering the

12

major items in the county-wide cost.

13

COUNCILMEMBER NISHIKI:

14

CHAIR HOKAMA:

15

COUNCILMEMBER NISHIKI:

Mr. Chairman.

Yes, Mr. Nishiki.
How come we never

16

finished TAT and the rest of the gamut?

17

we junked the whole process.

18

CHAIR HOKAMA:

It seems like

And that's why, Mr. Nishiki,

19

before Wes started, I asked the Members if they had

20

anymore questions before we started with this

21

portion.

22

continue, but if you have a question, again, the Chair

23

is open to the members.

24

25

I indicated that I would like Mr. Lo to

COUNCILMEMBER NISHIKI:

It's either going to be

now, or it's going to be after his presentation.

IWADO COURT REPORTERS, INC.

And

123
1

so, you know, I still have some concerns about the

2

rest of the revenue areas.

3

CHAIR HOKAMA:

Members, the Chair, you know, in

4

listening to all of your views on this, at this time,

5

the Chair prefers to finish his presentation, and then

6

we will continue with the questions rather it be on

7

cost or revenues after Mr. Lo's presentation.

8

Proceed.

9

MR. LO:

Okay.

Okay, Mr. Chairman, Council Members,

10

I'll try to make this as lively as possible.

11

County-wide costs, there's four main categories in

12

your Budget Proposal.

13

issuance/debt service, supplemental transfers and

14

other costs.

15

Fringe benefits, bond

I'll be going over those.

In the fringe benefits area -- excuse me one

16

second.

17

Proposal, the major areas of the fringe benefits are

18

going to be your ERS or State employee's retirement

19

systems payment, 6.8 million.

20

our health benefits, et cetera.

21

of -- I won't cover this, but this is just the normal

22

Social Security and FICA taxes.

23

compensation in the fringe benefits area.

24
25

As you look down through your Budget

Health fund, which is
FICA, which is sort

And worker's

I wanted to show a little bit of the historical
happenings in the employee's retirement system.
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you can see, I take us back through 1995, but this is

2

a very volatile amount.

3

million in 1998, so it can get very high.

4

fiscal year 2000, it went down to 1.8 million.

5

original appropriation was actually again 8.229

6

million or something to that effect, and that was the

7

year that they enacted something called Act 100, which

8

took away the excess earnings, over 8 percent and gave

9

them back to the counties.

It went to a high of 11.8
In the
The

The reason for Act 100

10

again was to help pay for retroactive pay raises for

11

several of the unions.

12

which are -- most of the State and the other counties

13

were unable to provide for that.

14

I believe it was HGEA and UPW,

Again, that -- that Act happened after approval

15

of the County of Maui's budget.

For fiscal year 2001,

16

there's a couple of things that happened there.

17

was Act 100 was I believe a two-year, two or

18

three-year Act.

19

think it was near the tail end of the budget or after

20

the budget was approved, that there was a suit by the

21

City and County of Honolulu against the State

22

retirement system, and this settlement amount resulted

23

in the reduction to $146,000 that year.

24

recent appropriations, which we have the employer

25

contributions, I should call them, from employee

One

But also what happened, again, I
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retirement systems is based on actuarial tables, et

2

cetera, an assumption is 6.8 million for fiscal year

3

2002.

4

NOw, this is subject to actually the Board's

5

approval, which I think it should be shortly, but this

6

is actually the actuarial computations.

7

there's some kind of Legislation or some lawsuits,

8

that usually stick with actuarial computations.

9

I do understand that they are nervous that there may

Unless

10

be some more State laws or change that may affect

11

this.

Now,

12

Now, the danger again for these two years in my

13

mind is that they basically were taking away from the

14

retirement system excess earnings or any types of

15

payments into the retirement system.

16

some of you who have been here in the last Council

17

term, the danger is that you take it away now, you've

18

got to catch it up some place else later.

19

somebody retires, you still got to pay them.

20

has changed as far as that goes.

21

pertains to the amount that was contributed.

22

is the amount for 2002, and that's why the big jump is

23

basically because of a lawsuit from the City and

24

County of Honolulu and Act 100.

25

Health fund.

And I think for

I mean when
Nothing

It just sort of
So this

Again, I'm sorry it's a little

IWADO COURT REPORTERS, INC.

126
1

dark here.

2

took the combination of the health fund, and we're

3

showing a slight increase actually it was about 9 and

4

a half percent increase roughly from 2001 to 2002.

5

We should use different colors.

But I

The reason for the increases in the health fund,

6

this is a very concerning item, is there's been a

7

fallout of a lot of the HMO's in the industry, and

8

basically, we are now sort of at the -- at the mercy

9

of HMSA and Kaiser.

10

We get a health fund report from the State

11

Health Fund offices, and HMSA is having a 9 percent

12

increase in all their premiums across the board for

13

this year.

14

plan, is going from 8.9 percent to 10.2 percent

15

increases in the premium.

16

And Kaiser, depending upon the type of

Now, I didn't include any of the vision

17

information in here, that is a much smaller piece of

18

the pie, but this is why we're projecting that roughly

19

9 and a half percent increase in the health fund.

20

Okay.

Worker's compensation.

I'm going to

21

address this in two areas, but just if you can bear

22

with me through this presentation.

23

benefit side, I'm going to show how the -- sort of how

24

it's working this year and why there's somewhat of a

25

difference in the -- in the budget amounts.

On the fringe
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On your -- on your Page 7-21, it shows that we

2

actually had budgeted $480,000 last year, and we are

3

now budgeting 1.5 million.

4

explain why we did this.

5

the budget -- sorry, these seem to be a little bit off

6

here, but the budget is broken down into several

7

categories in worker's compo

8
9

I'm going to sort of
Actually, the -- actually,

You have a county-wide account, Police account,
Fire account, Parks account, and Public Works

10

account.

11

provide an incentive for those major departments to do

12

better risk management so they can reduce their

13

worker's compensation costs.

14

been the case.

15

This was done several years ago to sort of

However, that has not

And we're finding that by having these as

16

separate items, we lose a little flexibility.

So the

17

total of that in last year I believe was 1.395

18

million.

19

approximately that amount.

20

combining them all, reducing them at the department

21

levels for Police, Fire, Parks, Public Works and

22

having a slight increase to one point -- roughly 1.5

23

million.

24

you have much more worker's compensation claims.

25

think the Fire Department has not come close to their

I need to check that figure later, but it's
But what we're doing is

The reason being is that certain departments
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cap.

2

Yet meanwhile, I think the other day we talked

3

about the Parks Department is exceeding their cap.

4

This will allow us flexibility as we do our claims.

5

NOw, I'm going to get into worker's compensation

6

later.

7

the finance and the budget office.

8

actually do some further consolidations so to provide

9

for more flexibility, which I will talk about later in

10
11

I think there was a miscommunications between
We wanted to

this presentation.
Okay.

Debt service.

Again, I didn't cover

12

every single item in the fringe benefit.

13

covered the major items.

14

the Budget Proposal is bond issue and debt service.

15

Just real quickly, if you look at your Budget

16

Proposal, if I can just real quickly explain each of

17

the line items to you.

18

self-explanatory.

19

redemption is the principal portion of the debt

20

service, so if it were a mortgage, you would have your

21

principal and interest.

22

I just

On the next subheading in

Interest costs, obviously

That's the interest cost.

The bond

We call it bond redemption.

Additional bond interest is the amount we're

23

budgeting for this year, and SRF types of loans,

24

et cetera, so that's the other debt service that's

25

being incurred.

Bond issuance costs are the amounts

IWADO COURT REPORTERS, INC.

129
1

of money we budget every year to issue bonds or

2

whenever we issue bonds, and these are pretty normal

3

costs.

4

that's been used.

5

old days, they actually used to physically destroy

6

bonds, and there was a cost to that.

7

changed somewhat, but we still keep this account and

8

it takes care a lot of our administrative amounts in

9

the bond -- in bond defeasance and so on and so

10
11

Bond destruction is sort of a catchall phrase
Historically, it came from in the

Now that has

forth.
And finally, the last item is bond arbitrage

12

rebate.

13

borrowed funds, so to speak.

14

borrow the money today at 5 percent let's say, and we

15

don't have a project that's ready to go and we're

16

earning interest at 7 percent, the IRS does not allow

17

us to take advantage of that interest earnings.

18

although, you know, you folks did hear from the Mayor

19

earlier, what we do is we take all the projects

20

when we issue a bond we take all the project that are

21

ready to go or actually been funded by the general

22

fund and we refund that, so there is always a little

23

bit of arbitrage.

24
25

Counties are not allowed to make money off
In other words, if we

So

'Cause let's say we're ready to start a
wastewater project.

We go and encumber that money and
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there's a drawdown over that year period of time.

2

We're subject to arbitrage on those amounts, so if

3

there's any excess earnings, we need to obviously pay

4

that to the IRS.

5

familiarity with what the line items in there are.

6

So just so you have a little

Now, the from a debt service standpoint, in

7

2000, the last actual we have was 21.8 million.

8

projected 23.6 million for the 2001 budget, and for

9

2002, our debt service is 24.3 million.

So there is a

10

slight increase, and it sort of foots to that

11

additional bond interest of about $710,000 is the

12

increase, et cetera.

13

We

As you can see, we've kind of flattened down the

14

curve a little bit as far as your increase in debt

15

service.

16

assumes a complete drawdown of the funds at the time

17

and also assumes a complete issuance of all the

18

bonds.

19

float bonds for what we are ready to go, et cetera.

20

Also, in last year's Council, there was -- we

Now, one thing about debt service, it

As we discussed this morning, we try to only

21

actually are now able to float bonds less often.

22

we don't have to float bonds every year now.

23

don't have a large enough issue, our rates are not

24

favorable, we can now -- we've been authorized to

25

stretch it out to I believe approximately three

IWADO COURT REPORTERS, INC.

So

If we

131
1

years.

2

immediately increase.

3

that we will immediately increase in this budget.

4

So, you know, your debt service doesn't
I mean we're just projecting

Now, I know we talked a little about this this

5

morning, but our ability to debt service has improved

6

considerably.

7

know, again, I view debt as you need to be able

8

kind of the way I was brought up in the financial

9

sector, itls all about cash flow.

1111 sort of show you something.

You

And the way I view

10

debt is as long as your operations are ample to

11

support your debt service, I mean that's the most

12

critical thing obviously.

13

borrow $100 million, and, you know, if all the

14

payments are due in the first year, you can't service

15

that debt, whatever, you need to look at the structure

16

of the term and have the ability to cash flow that

17

debt service.

18

I mean -- again, you could

Fiscal 2000 was the first year in several years

19

that we were able to actually out of recurring revenue

20

service that debt.

21

using carry-over savings to service debt.

In fiscal

22

1998, the general fund lost $4.8 million.

In fiscal

23

1999, the general fund lost $7.9 million, and this

24

last year fiscal 2000, we actually operated in a

25

$91,OOO-10ss, so a tremendous turnaround.

I think in prior years, we were
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Now, what I call an operating cash flow is gonna

2

be less the discretionary types of items like cash

3

CIP,

4

et cetera.

5

2000 to service that debt before any discretionary

6

items.

7

Our expenses are lower primarily because of the

8

employee's retirement system.

9

$146,000.

So we actually did have the ability in

For 2001, we're doing very well this year.

It went down to

You saw that graph, et cetera.

We did not

10

have any of the retroactive or pay increases in this

11

fiscal year.

12

know, just we did a lot of good things this year.

13

So we also had higher revenues, you

I think our real property tax revenues are up

14

and so on and so forth.

15

2001, which is right around the bend, we're going to

16

show a tremendous ability to service the debt

17

historically.

18

So obviously, for fiscal year

For fiscal 2002, we are expecting, you know,

19

increases in these other revenue items, which should

20

easily support our operations and our debt service.

21

So I know you guys talked to me about this a little

22

bit.

23

abilities out of the next several years.

24

you start pushing beyond that, you're dealing with

25

sort of the crystal ball a little bit.

I feel confident and comfortable with our
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1

very comfortable we1ve gained some new revenue sources

2

for the County, and we seem to have a relatively good

3

handle of our expenses.

4

The next item is supplemental transfers.

I

5

wonlt talk to you much about this other than that golf

6

and sewer we are having no transfers to.

7

side, we are pretty much what we call enterprise

8

status, which means the rates and fees cover the

9

operating expenses, et cetera, so we1re looking real

On the sewer

10

good there.

On the solid waste side, we increased it

11

from 1.1 million supplemental transfer to about 1 and

12

a half million.
The reason for the increase in the transfer has

13

14

to do with last year, as some of you recall, we did an

15

equipment bond, and so that there actually was not

16

this cash outlay for equipment.

17

allocations, we used a study done in sort of a rolling

18

average of overhead, and it starts -- our overhead

19

amount is higher that's paid back to the general

20

fund.

21

affects the special funds, et cetera.

22

And also overhead

I mean in the whole scheme of things, it just

Okay.

The last item is other costs.

Rental and

23

facilities, salary adjustment, self-insurance and

24

insurance are the major items.

25

and facilities account on the top there.

That's just a rental
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1

put rental facilities, so it's a little bit misleading

2

there.

3

that category.

4

and this year we're budgeting $300,000.

5

it is a contingency, if you will, for electrical

6

costs.

7

discussions with the various utility providers and we

8

were getting a whole range of things, so we figured

9

just so that we don't have to go through the

I apologize.

There was a large increase in

I think last year we budgeted $40,000,

We weren't sure where to put it.

$200,000 of

We did have

10

supplemental issues, you know, it's hard to predict

11

the electrical increases.

12

the rental and facilities accounts.

13

We put that right there in

Also, there was an increase of $60,000 for the

14

rental of the Post Office right next door to us.

15

was previously budgeted in the Public Works, Public

16

Works program budget.

17

in their budget accordingly.

18

COUNCILMEMBER ARAKAWA:

19

CHAIR HOKAMA:

20

COUNCILMEMBER ARAKAWA:

AAd it is

clarification.

22

have rental/facilities, right?
MR. LO:

has been reduced

So that -Mr. Chairman.

Mr. Arakawa.

21

23

--

This

Can I ask for

The rental facilities, you actually

Yeah, I'm sorry, it's actually

24

called -- the account is rental and facilities.

25

apologize.

I typed that wrong in my putting
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together.

2

called rental and facilities accounts.

3
4
5

6

But if you look in the program budget, it's

COUNCILMEMBER ARAKAWA:

Okay.

Thanks for the

clarification.
CHAIR HOKAMA:

Thank you, Mr. Arakawa.

Proceed.

7

MR. LO:

Salary adjustment, I think you guys are

8

all aware of this.

9

salaries and fringes.

This is where we budgeted for the
We are accounting for 7 percent

10

increases in HGEA, fire fighters and UPW.

11

and fire fighters are subject to binding arbitration,

12

which the ruling has come out.

13

reading your newspapers, they may talk about 4 percent

14

or 5 percent, but that's just the salary part.

15

There's other cost items associated with that such as

16

step movements and so on and so forth.

17

reflects a 7 percent increase for this year.

18

Again, HGEA

You may hear in

UPW actually has been settled.

It ultimately

They are not

19

subject to binding arbitration, but have the right to

20

strike.

21

actually, I'm not sure if it's been signed but they've

22

agreed and they're probably working out the details on

23

the contract right now.

24

million in there.

25

think if I'm not mistaken, the next slide will go into

So that was I think signed -- I think

Self-insurance, we have 1.7

We did not change the amount, and I
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1

a little bit about risk management and an amendment

2

that I will be requesting of this Committee to the

3

budget, not from a dollar standpoint, but from a

4

consolidation standpoint.

5

Generally, this is the county-wide budget for

6

insurance, if you will.

We have 1.7 million budget

7

for self-insurance.

8

$525,000, and worker's comp, we have roughly 1.5

9

million for a total of 3,695,000.

Insurance premium, we have

As you know, I'll

10

get to what we're going to be proposing, but I want to

11

give a little background.

12

As you know, we've really had a historical lack

13

of claims management in the risk management area.

14

We've really had no file control.

15

reserved historically was whoever was sitting in the

16

worker's comp chair would determine the reserves

17

themself, which was not a bad thing because one person

18

was doing it, but there was no methodology there.

19

The way we had

And I do not believe that we really had a true

20

ability to determine what our liability was on the

21

self-insurance and worker's comp area.

22

way back for some time.

23

this before.

24

County money by turning down their claim.

25

the approach before.

And this goes

And again, we've discussed

The approach to claims was we save the
That was

As some of us here know that
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1

that doesn't necessarily -- that is not necessarily

2

true.

3

So ultimately, I think what one of the main

4

goals welre trying to do is we need to look at a total

5

cost of risk.

6

management, as long as the total cost goes down,

7

that's the critical thing.

8

trying to do, and then 1111 get to how it affects the

9

budget.

10
11

Whether it's claims or claims

Okay, this is what welre

Welve recently completed an operation out of

our worker's compensation files.
All the numbers that you have looked at the

12

quarterly reports previously probably did not have a

13

true account of the files.

14

completed this, and we have 500 files in the worker's

15

comp area.

16

more files, et cetera.

17

file control.

18

provided lots of other information such as how many

19

claims went through their original reserve, and we

20

paid more than their original reserve.

21

We have just recently

Obviously, this moves as every day we get
They determined that we had no

We had no true count of files, and it

I think welve paid probably close to 4 million

22

more on 90 claims than we originally reserved for.

23

mean that's -- I mean over the years, and some claims

24

have been around since 1972 or earlier.

25

know, nobody was tracking the fact that, you know,
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1

just turning it down doesn't mean you get rid of it.

2

It actually starts accumulating over time.

3

So we finished that part.

You know, we're

4

trying to determine the true reserves right now, and

5

we have just started an audit of all our open general

6

liability claims, which is the other side of the

7

story, too.

8

liability claims, and we're going to do the same

9

thing, audit all those files and try to determine our

10
11

We have a big drawer full of general

true liability there.
Once we get this done, we've found that because

12

of the staffing we have in that area, that anybody

13

walking into that area to try to manage the SOO-claim

14

backlog on the worker's comp side and who knows how

15

many on the general liability side, that we will not

16

be able to set up and start addressing true risk

17

management issues like safety, return to work

18

programs, et cetera.

19

down just dealing with the existing claims.

I mean you would just be bogged

20

I think actually the amount of staff that we

21

have for that department in the budget is actually

22

just adequate to handle existing claims, not old

23

claims.

24

backlog which has been created over the year.

25

we're trying to determine what our true liability is

I mean new claims, not necessarily the

IWADO COURT REPORTERS, INC.

Again,

139
1

and reserve for that historical liability.

2

come up with one figure.

3

Budget Committee in saying, "This is all that we've

4

got to reserve for for anything that happened up to

5

this date," so therefore, going forward, we will be

6

able to really budget properly and maybe start

7

handling ourselves more like an insurance company and

8

just collect premiums as such and to get rid of that

9

potential time bomb that we're sitting on right now.

10

We want to

When we come in to this

And associated with that is there's a lot of

11

different ways to deal with this.

Once we determine

12

our true liability, who knows, maybe we could buy an

13

insurance policy.

14

out $3.7 million in claims.

15

not be true.

16

maybe we should float a bond just to cover ourselves

17

for all the old claims," and just at least deal with

18

the fact with -- deal with our potential liability

19

that way and smooth our payments out over time.

20

need to look at that, and we're not finished.

21

not ready to do that.

Maybe that's cheaper than paying
I mean, that mayor may

Or maybe we'll come and say, "Well,

So we
We're

22

We're also going to be doing what we call an

23

experience study, which will allow us to determine

24

what kind of accidents happened, where they happened,

25

who they happened to, which department they happened
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to, et cetera.

This is going to allow us to change.

2

Welre hopeful that by next year's budget, we will be

3

able to have a real insurance company concept where

4

each department pays premium to the risk management

5

area so that we are now an insurance company for them,

6

and it's based on actuarial -- actuarial data and our

7

actual history over that.

8

goal.

I think that's the ultimate

9

And by the way, if we ever get to the point that

10

we reserve for those old claims, the amount of savings

11

that will go into our new budget is going forward will

12

be tremendous.

13

million a year, we may be down to a million dollars a

14

year just to handle current claims once we take care

15

of that pot that welre sitting on right now.

16

Okay.

I mean, instead of budgeting $3.7

So from a budget standpoint, welve got

17

uncertain costs to implement all those things.

We

18

don't know our actual reserves, uncertain claim

19

amounts and don't know if risk transfer is

20

appropriate.

21

requesting at this point in time is to see if we

22

can -- if the Council would be willing to combine all

23

these items so that insurance claims and claims

24

management would be one line item for 3.7 million.

25

11m not asking for anymore dollars, just asking for a

So what we are requesting, 11m
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combination.

2

The reason is that to get a third-party

3

administrator may cost us two, $300,000.

4

has been telling us that if you put that kind of money

5

into claims management, you will easily save that

6

amount on your claims.

7

that part of it.

8

really know -- the way the budgets have been presented

9

historically is we're taking a guess at what our

Okay.

Everybody

So we're looking at

Also, we're finding that we don't

10

claims amounts are.

11

the real amount is so we can adequately take care of

12

this, so we're hoping that we can sort of combine

13

them.

14

We're trying to determine what

So if I decide it's more advantageous to spend a

15

million dollars on an insurance policy instead of

16

$525,000, but I don't have to payout, you know, $2

17

million in claims, I'll do that.

18

total cost of risk to be lowered.

19

this is something I'm requesting on the floor.

20

talked to the Administration about it.

21

bit of a miscommunication between myself and the

22

budget office on the consolidation efforts.

23

county-wide costs there.

24

any questions.

25

CHAIR HOKAMA:

Okay.

I'm looking for the
So in any event,
I've

It's a little

That's

I would be happy to answer

Thank you very much,
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Mr. Lo.

Weill start from the right side this

2

afternoon.

3

some sense of -- I know that Mr. Lo just gave us the

4

cost side.

5

Tavares?

So, Members, just so that we get maybe

You have any questions at this time, Ms.

COUNCILMEMBER TAVARES:

6

Yes, I do.

And it

7

doesnlt need to be right now, but sometime before we

8

get into the next round of the other deliberations.

9

Could you provide for us what is the current fringe

10

benefit rate for employees, and what does that

11

include?

12

that employee or not, if you could get that to us.

13

Thank you.

If it includes the eventual retirement of

14

CHAIR HOKAMA:

15

Did you get that, Tamara?

16

COUNCILMEMBER TAVARES:

17

Okay, thank you, Ms. Tavares.

CHAIR HOKAMA:

you can ask that, Charmaine.

20

COUNCILMEMBER TAVARES:

23
24
25

Are we doing one

Or, and if you have a follow-up,

19

22

Thank you.

question per person?

18

21

Okay.

Itls on a different

area.
CHAIR HOKAMA:

Okay.

Wayne, do you have a

question for Mr. Lo?
COUNCILMEMBER NISHIKI:

Yeah, 11m going to get

into the transient accommodations tax.
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reason, he said the Council on Revenues calculated 20

2

million.

3

CHAIR HOKAMA:

4

COUNCILMEMBER NISHIKI:

5

CHAIR HOKAMA:

6

What is the page, please, Wayne?

Is that Page 4, the top, top of

Page 4?

7

COUNCILMEMBER NISHIKI:

8

CHAIR HOKAMA:

9

COUNCILMEMBER TAVARES:

10
11

Huh?

2.2.

2.2?
It's in the program

budget.
COUNCILMEMBER NISHIKI:

Program budget.

Wes,

12

you talked about Council of Revenues projecting

13

20,250,000.

This Administration is projecting

14

19,250,000.

And why the lower amounts?

15

MR. LO:

Mr. Chair, Councilman Nishiki, I guess

16

the first thing is we usually just use Council on

17

Revenues as a benchmark.

18

budgeting amounts, and so we did look at both of the

19

budget amounts.

20

Ms. Vencl and I believe Ms. Weinert, et cetera, we

21

started talking about the TAT, and TAT again is a

22

total future event.

23

we're predicting what revenues and what occupancy

24

levels will be starting from July 1 this year and

25

going on forward.

We always do our own

But in the Mayor's discussion with

I mean, at this point in time,
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So we felt because of what's going on in Japan

2

and the u.S. mainland economies, that we're a little

3

bit nervous that this seem to be an aggressive

4

number.

5

with Ms. Vencl is there is a -- I guess been, I don't

6

know if the word is record, but there's been quite a

7

few cancellations coming up, and the most recent

8

quarter's results are not at levels that they have

9

been over the last year.

Also, from what I understand from speaking

COUNCILMEMBER NISHIKI:

10

So -- so -- so

11

realistically, the outside economy and the outlook is

12

already reflecting within our visitor count for this

13

year?

14
15
16

MR. LO:

I'm looking at Ms. Vencl, and she's

nodding yes.
COUNCILMEMBER NISHIKI:

Okay.

I hope we will

17

heed that also when we look at the possibility of less

18

visitors and that downturn.

19

realistic?

20

Administration?

21

And so that's more

Terryl, did you give this to the

CHAIR HOKAMA:

Terryl, if you want to give

22

comments and there's no objections by the Members, you

23

can present your comments but we need to have it on

24

the record, please.

25

that maybe we can make things flow smoother, during

And, Members, my apologies, so
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this questioning, let's try and just focus on the

2

revenue portion.

3

expenditures.

4

5

MS. VENCL:

And then we will hit the

Aloha, Terryl Vencl, Executive

Director, Maui Hotel Association.

6

Councilmember Nishiki, in answer to your

7

question, we have discussed these figures, and quite

8

frankly, said that we were concerned about the

9

$20-million-figure, 20-plus that was put out by
We have already experienced, as

10

Council of Revenues.

11

Mr. Lo has told you, cancellations.

12

what we're seeing is a problem with people being able

13

to even bring groups that they once thought they could

14

from the West Coast.

15

Businesses seem to be not as aggressive and assertive

16

in doing incentive trips like some do, and so, yes, we

17

have a concern that the third and fourth quarter are

18

not going to look like the third and fourth quarter of

19

2000 for sure.

20

We believe that

They're paying energy bills.

I can tell you that Marsha right now is on the

21

mainland and she's trying to drum up some quick

22

business to fill some of the holes that we see.

23

expect a good first quarter.

24

softer second quarter, and we're concerned at this

25

point about third quarter.

We do

We expect a little

Fourth is still a little
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bit -- we could still drum up business there, but I

2

think that to think that we're going to see the same

3

returns and the same dollars and the same occupancies

4

as last year across the board, I'm sorry, but we're

5

not there, and we don't think we will be.

6

COUNCILMEMBER KANE:

7

question, Terryl.

8

business?

9

MS. VENCL:

Let me ask you this

Is the West Coast a major F-I-T

Ninety-plus percent.

10

COUNCILMEMBER NISHIKI:

11

MS. VENCL:

Oh, wow.

You know, for us, it's like

12

Honolulu, Waikiki was with and is with the Japanese

13

market.

You know, you have all your eggs in one

14

basket.

We are trying to expand that and we do a good

15

job of that, but we still have a huge amount of

16

business coming out of the West Coast and as far out

17

as Las Vegas.

18

where we're trying to drum up business and trying to

19

get more business because we don't want to see that.

But beyond the Mississippi, that's

20

For example, right now, the energy crisis in

21

California is having an effect on us, and it's not

22

having the same effect across the u.S.

23

continues.

24

the way of cancellations has a lot to do with what's

25

happening with the energy crisis in California.

It may if it

But I believe that what we're seeing in
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COUNCILMEMBER NISHIKI:

1

Yeah, let me ask you

2

this.

You made a statement it's having an effect on

3

us here, 90 percent F-I-T coming to Maui.

4

said, but it's not having an effect on the rest of the

5

states going eastward or whichever way we want to go

6

into the United States.

7

represent, that the West Coast normally dictates what

8

happens throughout the

9

MS. VENCL:

No.

Then you

What does that statement

u.s.

because of

Actually, I was speaking

10

directly about the energy crisis right now and the

11

cost of paying the utility bills in California, which

12

hasn't reached the other States.

13

you believe what you hear in the media, but right now

14

I think that we're -- the crunch we're seeing is about

15

California and having to pay their energy bills.

16

It may eventually if

Not just businesses, but if you were a person

17

who lived in California and you are, number one, being

18

laid off because your business can't afford to keep

19

the lights on or has to come down because of the

20

energy crisis two or three days a week, you obviously

21

are not seeing the same paycheck that you once saw.

22

So if you're an F-I-T coming from California,

23

you could certainly see a drop in your pay, and

24

therefore, a drop in discretionary dollars and where

25

would you stop first?

You would probably stop at a
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vacation.

2

then it extends into businesses where we have a lot of

3

group business corning out of California that is -- is

4

no longer able to bring that group this far and spend

5

the dollars that maybe they once were.

6

That's where you begin to pull back, and

I can tell you that there was a group just

7

recently that canceled with 7 days' notice 350 people

8

out of California, so -- and I don't want to alarm

9

people because we still will get, you know, our good

10

share.

But I do want you to be concerned that it may

11

not be -- I don't want you to look at 2000, that

12

banner year as the Mayor explained, I don't expect

13

we're going to have another banner year bumped up

14

against that one.
COUNCILMEMBER NISHIKI:

15

This visitor spending

16

that comes from the West Coast, does it have a lot of

17

effect on real estate sales?

18

to kind of put that together?
MS. VENCL:

19

Also, have you been able

Real estate is really not -- not my

However, I have heard people say that

20

kuleana.

21

because of the crunch that they simply are not able to

22

do that.

23

particular item than I do.

24

of, Mr. Chairman, if I could help - - if it might

25

help.

Lynn might have a better hold on that
One thing I just thought

I can tell you that, you know, back in the Gulf
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War time when, you know, we just went like this, that

2

was -- that was West Coast business.

3

While we see that economy being pretty volatile

4

right now or pretty fickle right now, one of the

5

things we hope that we don't have to do is lower those

6

room rates like we did back then, and we won't unless

7

it's a long-term kind of situation.

8

taken us a long time, almost ten years to get room

9

rates up where they ought to be, and so we don't

10
11
12
13

We have -- it's

expect to let those room rates go very quickly.
CHAIR HOKAMA:

Okay.

Thank you for that,

Terryl.
Members, any other questions specifically for

14

Terryl as it regards to the TAT?

15

followed by -- I'm sorry, I said I'm going to go from

16

the right to the left.

17

And Mr. Kane

Excuse me, Mr. Molina.

COUNCILMEMBER MOLINA:

Thank you.

Thanks,

18

Terryl.

I think what Terryl is saying makes sense

19

with the year 2000.

20

involved there with all the hype with the new

21

millennium, so I believe Maui was a very attractive

22

place for visitors to come to bring in the new

23

millennium I guess.

24

you're saying is not to expect a lot of the big group

25

packages this upcoming year, we'll probably look at a

I think there's some dynamics

So what I can infer from what
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downturn in that area?

2

MS. VENCL:

That's what I'm saying.

However, as

3

I speak, Marsha is out trying to drum up some of that

4

business further east.

5

She's been on the East Coast for a week, and I believe

6

right now she's in Dallas and Atlanta area, Atlanta

7

and Dallas this week and then back next week.

8

she's out there trying to drum up some of that

9

business.

10

She's on the East Coast.

COUNCILMEMBER MOLINA:

So

And a lot of these group

11

packages tend to go towards the more upper class

12

hotels like your Kapalua, your Four Seasons?

13

MS. VENCL:

A good share.

I don't know if I

14

would say it's more or less, but, yes, a good share of

15

them do.

16

COUNCILMEMBER MOLINA:

17

CHAIR HOKAMA:

18
19
20
21

passes.

Okay.

Okay.

Thank you.

Thank you.

Ms. Johnson

Mr. Kawano.

COUNCILMEMBER KAWANO:

When you said we're going

to get our share, can you share what is our share?
MS. VENCL:

Our share is at the State level at

22

this point is 22.8 percent after the 39.7 is taken out

23

for HTA.

24

Mr. Kawano, is that we've got room rates higher than

25

anybody else in the State.

But I guess what I meant by that,

And right now, we're just
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doing all we can to maintain those room rates.

2

consequently, if your room rate is higher, you're

3

obviously paying a higher TAT, and therefore, we're

4

getting more on the TAT than some of the rooms are.

5
6

COUNCILMEMBER KAWANO:

Thanks,

Chairman.

7

CHAIR HOKAMA:

8

COUNCILMEMBER ARAKAWA:

9

Thank you.

And

Okay, thank you.

Mr. Arakawa.

Yeah, Terryl, in

analyzing the TAT and what we can expect, we've had

10

discussions in the past about other accommodations

11

other than hotels.

12

percentage of room rate -- rooms that we are renting

13

out?

14

What can we expect to have additional TAT tax as we

15

get more of the I guess apartment type rooms into

16

this -- this area that is being charged TAT?

17

Has that been cutting into the

What is your evaluation on that total package?

MS. VENCL:

I hope that we're moving in that

18

direction.

19

that's one of my pet projects, so to speak.

20

that there is, not only TAT, but real property out

21

there to be assessed in another manner and to bring in

22

probably a lot more money than we're aware of at this

23

point if we move in that direction.

24
25

I'm glad you asked that question because
I believe

That was the recommendation of the task force,
the real property task force two years ago now I
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guess, a year and a half ago.

2

we do seem to be moving in that direction, but that

3

certainly is something within the purview of the

4

County that we could enhance revenues with.

5

COUNCILMEMBER ARAKAWA:

And I understand that

Because I know we were

6

talking about the bed and breakfast, that entire

7

industry, and trying to get them under this TAT tax as

8

contributing members and also on the real property

9

tax.

What was it, I forget, about 80 percent of it

10

comes into the ag zone or in districts that we are not

11

charging right now.

12

that not then stand to reason that we would be getting

13

a higher estimate of return?

14

MS. VENCL:

If we were to add that, would

Actually, Mr. Arakawa, we do have a

15

B&B now that does tax rooms to a certain amount and it

16

has to do with if you've got one to three and three to

17

six or something to that effect, and we are getting an

18

assessment from those people per room, if I recall the

19

bill correctly, that in lieu of, if you will, a change

20

in their real property.

21

supposed to be paying GET and TAT.

22

there that isn't being collected, I'm not sure at this

23

point but we did do that law, and that is in effect as

24

far as I know.

25

And they are also by law

COUNCILMEMBER ARAKAWA:

Now, how much is

Well, the B&B as we
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described by definition of B&B, which didn't include

2

everything in the ag and didn't include the rural

3

either, but might have included the rural, I'm not

4

sure, but definitely not the ag and I was only -- what

5

we are taxing right now is I think was only 20 percent

6

of the industry, so there's another approximately 80

7

percent, and my memory could be a little bit foggy, I

8

think it's 80 percent of the industry that we are not

9

addressing.

10

So if we put all of that in, that may be another

11

big source to balance out what the deficits of the

12

hotels are.

13

MS. VENCL:

Absolutely.

14

COUNCILMEMBER ARAKAWA:

In your projection, so

15

you're anticipating that the percentage occupancy rate

16

is going to drop per year?

17

MS. VENCL:

18

COUNCILMEMBER ARAKAWA:

19
20

From last year?
From last year and in

subsequent years.
MS. VENCL:

No, not subsequent.

Last year was a

21

banner year.

You know, you have to understand that on

22

Maui, at this point, the only way that we can grow TAT

23

is either room rate or in some way occupancy.

24

last year we were running like early -- high 90's --

25

I'm sorry, low 90's in occupancies year end, and so
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that doesn't leave a lot of room to grow except

2

through room rates.

3

The Islands of Molokai and Lanai, however, do

4

have room to grow, and I know that in Marsha's

5

upcoming budget and in her expectations for this next

6

year, she's going to be doing a lot of moving in that

7

direction.

8

you're running a 90 percent occupancy, there's not a

9

lot of room -- there's not a lot of room to grow there

But for us right here on Maui property, if

10

except through expenditures, either room rates or

11

activities or whatever else.

12

obviously, except for bed tax doesn't get taxed

13

anything extra.

14

doesn't grow TAT.

15

But those things

It still grows our tax, but it

COUNCILMEMBER ARAKAWA:

It's fairly flat.

The

16

A&B project is going to add on as well as Maui Beach

17

is going to add on a number of rooms, so you're

18

probably looking at about 800 rooms additional.

19

MS. VENCL:

In a year?

20

COUNCILMEMBER ARAKAWA:

Within -- well, probably

21

within two years, two or three years, so not this

22

year.

23

down the line, that's what I'm looking at, so I'm

24

trying to figure out how it's going to fill in in

25

subsequent years.

But again, when we're looking at projections
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MS. VENCL:

1

I think the number that has been

2

given to you by the Administration is a safe number.

3

I just don't want to go much higher than that right

4

now.

5

COUNCILMEMBER ARAKAWA:

6

CHAIR HOKAMA:

7

COUNCILMEMBER KANE:

Okay.

Thank you.

Thank you.

Okay.

Mr. Kane.

Thank you, Mr. Chairman.

8

Terryl, did you and/or Marsha have any role in

9

determining the 19.25 figure that has been proposed to

10

us by this Administration?

11

MS. VENCL:

12

COUNCILMEMBER KANE:

13

MS. VENCL:

14
15

was,

No.
No role whatsoever?

No, other than I think our comment

"Stay under 20."
COUNCILMEMBER KANE:

Would you be able to

16

provide us -- well, let me back up.

17

that the State has 22.8 and it's a number formula that

18

they derived numbers from, and so we have the Council

19

on Revenues coming up with projections based on a

20

formula and everything else.

21

MS. VENCL:

22

COUNCILMEMBER KANE:

You mentioned

Right.
My question for the

23

Administration primarily in trying to figure out how

24

we arrived at this 19.25 is going to be did we also

25

use or did the Administration also use some sort of
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formula to arrive at 19.25, or was it just a number

2

that was just grabbed out of the air, a million

3

dollars?

4

arrive at a million dollars less.

5

I'm just trying to figure out how did we

And so pertinent to you and/or Marsha, and

6

Marsha's not here, so I won't ask you to answer for

7

her, but I want to know if you had in your discussions

8

with the Administration any role in coming out with

9

this 19.25 figure?

10

MS. VENCL:

11

COUNCILMEMBER KANE:

12

CHAIR HOKAMA:

13

14

No.
Okay.

Okay.

I'm done.

Thank you.

Ms. Tavares,

you do have your opportunity.

COUNCILMEMBER TAVARES:

Just to comment on the

15

TAT, you know, so that we're not all being misled.

16

The TAT share that Maui gets is based on the entire

17

State of

Hawai~i,

not just on what Maui generates.

18

CHAIR HOKAMA:

That is correct.

19

MS. VENCL:

20

COUNCILMEMBER TAVARES:

Yes.

21

clear on that part.

22

CHAIR HOKAMA:

Just so everybody is

Thanks.
Thank you.

Mr. Carroll, you were

23

not here when we went through the first round.

24

have any questions for Ms. Vencl?

25

COUNCILMEMBER CARROLL:

Not at this time.
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1

2
3

CHAIR HOKAMA:
Mr. Carroll.

Okay.

Thank you very much,

Yes, Mr. Arakawa.

COUNCILMEMBER ARAKAWA:

Terryl, statewide, you

4

know, this projection here with the convention center,

5

do you think that that convention center is going to

6

be adding much to what the overall TAT is?

7
8
9

MS. VENCL:

I can tell you what I've heard in

hearings.
COUNCILMEMBER ARAKAWA:

10

MS. VENCL:

11

COUNCILMEMBER ARAKAWA:

Growthwise.

I'm sorry?
I'm looking at

12

growthwise, projected total amount of revenue from

13

that perspective.

14

MS. VENCL:

I don't have a number for you in

15

revenues.

16

the Senate and the House, the Hawai'i Tourism

17

Authority is saying that they have, I believe it's

18

double the bookings, in the convention center for this

19

upcoming year than last year.

20

way of additional TAT, I don't think they've given a

21

figure, at least not that I'm aware of.

22

I can tell you that during hearings of both

COUNCILMEMBER ARAKAWA:

What that means in the

Okay.

Because I'm

23

wondering on a statewide level, you know, what we can

24

expect as far as the adjustment.

25

and as you've pointed out, that the statewide total

As was pointed out
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1

that we get a proportion of, not necessarily just

2

Maui, so if that was going to go up or down.
MS. VENCL:

3

Well, if you believe what they said,

4

and if, in fact, there are more bookings, then it

5

would go up because there would be an increase in TAT

6

at least in Honolulu or in Waikiki.

7

across the State everything that adds to the pot adds

8

to your cut, if you will.
So, you know, it's not

9

So, you know,

as Charmaine pointed

10

out, it's not just Maui.

11

room rates at this point in time, everything that's

12

added from everywhere across the State is good for

13

us.

14

While we have the largest

COUNCILMEMBER ARAKAWA:

And again, I'm trying to

15

do that to evaluate whether the 9.25 is a more

16

realistic number than the 20.25.

17

MS. VENCL:

Oh.

18

COUNCILMEMBER ARAKAWA:

Okay.

That's why I'm

19

asking.

Because what they're saying is they're

20

doubling the bookings, and therefore, the statewide

21

TAT revenue will go up.

22

realistic than the 19.25 if that is the case.

And the 20.5 is more

23

MS. VENCL:

If that is the case.

24

COUNCILMEMBER ARAKAWA:

25

trying to get to in my mind.

And that's where I'm

IWADO COURT REPORTERS, INC.

159
1

2

CHAIR HOKAMA:

Okay.

Thank you, Mr. Arakawa.

Okay, Members, thanks you very much for --

3

COUNCILMEMBER NISHIKI:

4

CHAIR HOKAMA:

5

COUNCILMEMBER NISHIKI:

lIve got a question.

Mr. Nishiki.
Yeah.

Just because itls

6

going to be an important policy question for us, I

7

think, in that we donlt take things very seriously

8

whenever we ask these questions and probably donlt do

9

the action.

10

You mentioned that one of the ways in which the

11

subcommittee I think that youlre on wanted Maui County

12

to take a more aggressive step in looking at vacation

13

rentals both in the bed and breakfast and some of the

14

condominiums or whatever that are not reporting.

15

you have any idea -- itls a two-prong probably loss

16

that welre going through right now.

17

Do

Number one, TAT not being reported; and, number

18

two, more property taxes being collected.

19

have an idea of how much we are losing in both areas?

20

MS. VENCL:

But do you

The subcommittee discussed this and

21

it would depend on -- on the real property side, it

22

would depend on what category those folks fell into

23

should you tax them.

24

saying as a committee that there was well over a

25

million dollars out there.

I know that we felt safe in

And in my own mind, I
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think there's a lot more than that if they were taxed

2

at the highest and best use.

3

In TAT, I don't know the answer to that, Wayne,

4

I'm sorry.

I don't know what the units are.

I just

5

know that you can go on websites, you can look in the

6

paper on a daily basis and count the ads for vacation

7

rentals.

8

them.

9

$4,000 a night.

And you'll find that there are just a ton of

And all of them -- they run from $40 a night to

10

COUNCILMEMBER NISHIKI:

11

MS. VENCL:

12

COUNCILMEMBER NISHIKI:

I know it's big.

It's huge.
And Mr. Chairman, you

13

know, we kind of got talked out of it last year.

14

would wish that you as Chair would really put some

15

emphasis in looking into this area this year and

16

making sure that we set a policy in which we're going

17

to move in this direction.

18

CHAIR HOKAMA:

19

MS. VENCL:

Okay.

I

Thank you, Mr. Nishiki.

Final comment, Mr. Chair.

May I?

20

Tomorrow both the tourism bills are up at the

21

Legislature.

22

has the TAT Bill on in the morning, and the Senate has

23

it on in the afternoon.

24

belief that it will all go to conference and be fought

25

out in the wee hours of the morning somewhere along

I will not attend here obviously.

House

And from that point, it's my
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5

the line.
CHAIR HOKAMA:
Terryl.

Okay.

Thank you for that,

We appreciate that information.

Okay.

Members, let us continue with the workings of
the Committee.

Questions under the revenue area?

6

Mr. Kane.

7

COUNCILMEMBER KANE:

On this particular side

8

with TAT, so my question, Mr. Chairman, is going to be

9

to Administration.

Would you at this point, and if

10

not, at some later time in writing, give us an idea of

11

how you arrived at 19.25 million from 20.25 million,

12

if there was some sort of methodology or formula or

13

process that you folks went through to arrive, or is

14

it just a number that you folks decided, this looks

15

like a pretty decent, and Ilm not implying that.

16

just trying to -- from one very methodological all the

17

way to the other side of just, here is a number, letls

18

just throw this out and somewhere in between.

19

CHAIR HOKAMA:

20

MR. LO:

Ilm

Mr. Lo.

Mr. Chair.

Yes, sort of the

21

traditional way the County has been budgeting their

22

TAT basically has been to take the half-year

23

collections collected December 31st, which this year

24

our most recent December totaled just under $9 million

25

to project out what welre going to have for the end of
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this year, you know, the June 30th payment.

2

we took a 3 percent increase on that to come out with

3

the 19.25 million.

4

COUNCILMEMBER KANE:

5

more time now.

6

half a year?

Hang on, Mr. Chairman.

MR. LO:

8

COUNCILMEMBER KANE:

9

that and then adding 3 percent?
MR. LO:

One

If it's just under $9 million for a

7

10

And then

Right.
And you folks are doubling

We adjust that.

No, not necessarily

11

doubling it because the second half -- the first half

12

-- really our year is mixed up, but the first half

13

collections are somewhat higher usually than the -- so

14

it's not exactly double, but we take a percentage.

15

Again, your July to December is usually -- I'm getting

16

confused here now -- is going to be a lesser amount

17

than the January through June, so approximately

18

doubling it though.

19
20

We're actually doing the 49 percent and then
projecting out based on the actual collections.

21

COUNCILMEMBER KANE:

Okay.

Mr. Chairman, same

22

line.

You looked at half of a year, and you looked at

23

the half of the year that was historically lower than

24

the second half of the year.

25

so and you're basing this number on what you -- from

So do you folks have --
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historical documents or figures and then adding 3

2

percent to that?

3

MR. LO:

Correct.

4

COUNCILMEMBER KANE:

So is that something that

5

would be available to us and just -- and not

6

specifically, but just -- I mean, well, specifically

7

meaning in chart form whether you can show us.

8

Because you've done it in several other slides, so

9

would you be able to just take it a step further and

10

show us how you folks came up with that?
MR. LO:

11

Correct.

With one caveat.

As you do

12

this, there are several different areas where there's

13

been some adjustments to the TAT, so there's some

14

nuances to it.

15

the allocation to the counties happening 1/1/99 so on

16

and so forth, but we could definitely show that in

17

some kind of chart form.

You know, for example, the change in

18

COUNCILMEMBER KANE:

19

CHAIR HOKAMA:

20

COUNCILMEMBER MOLINA:

21

Mr. Chair.

22

tax.

23

services.

Thank you, Mr. Chairman.

Thank you.

Mr. Molina.

All right.

Thank you,

This is not on transient accommodations

I had a question on frame 9, charges for current

24

CHAIR HOKAMA:

25

please, Mr. Molina?

What's your reference point,
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1

COUNCILMEMBER MOLINA:

2

CHAIR HOKAMA:

3

COUNCILMEMBER MOLINA:

4

CHAIR HOKAMA:

5

COUNCILMEMBER MOLINA:

On the handout sheet.

What page?
Page 3.

Page 3.
Yeah.

Wes, I just want

6

to commended the Administration for looking into the

7

area of reducing the fees for our community centers.

8

I know there's a lot of the constituents out there who

9

are pleased with this proposal.

My question is the

10

I'm assuming the initial rationale to raise these

11

community center fees back in the last Council term

12

was to recover expenses for maintaining the community

13

centers and possibly new equipment.

14

progressed with regard to this?

15

recouped some of the costs that the County incurred?

16
17
18

19
20

MR. LO:

How far have we

Have we sort of

I'm going to defer this to the Budget

Director.
CHAIR HOKAMA:

Ms. Yoshimura, would you care to

respond to Mr. Molina's question?
MS. YOSHIMURA:

Councilmember Molina, Mr. Chair,

21

if you don't mind, if we could take this up when Parks

22

Department is here for the rates and fees, and we

23

could discuss this at that time.

24

25

CHAIR HOKAMA:

Okay.

Mr. Molina, you heard the

response from the Budget Director.

Is that sufficient
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1

for you to wait until Parks Department comes up?
COUNCILMEMBER MOLINA:

2

Okay.

Would the Finance

3

Director have the formula for, you know, all the

4

various community centers are now going to be charging

5

different rates.

6

determining?
CHAIR HOKAMA:

7
8

What's the formula for that, for

I think the Budget Director can

give you a better response, Mr. Molina.
COUNCILMEMBER MOLINA:

9

MS. YOSHIMURA:

10

Okay, whoever.

Sorry.

Councilmember Molina, what we

11

did was we looked at the rates for fiscal year '99

12

before the fees went up, and basically, that's how we

13

developed the fee schedule.

14

rates, and it's in increments of $15 per category or

15

per -- I shouldn't say category.

16

size.

17

COUNCILMEMBER MOLINA:

18

MS. YOSHIMURA:

We went back to the '99

It's per facility

Okay.

So it's -- and it's an

19

additional $20 per community center if it's an

20

air-conditioned facility.

21

COUNCILMEMBER MOLINA:

So it's

22

based on size.

23

the Administration's proposal to have this Amnesty

24

Sunday for the landfill.

25

Okay.

Okay, I see.

My last question has to do with

Currently, well, how much would it cost the
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County to operate this landfill without the current $6

2

fee?

3

either.

I don't know who to ask that question to

MR. La:

4

If you could hang on one second.

I

5

think -- you might have to answer that in two parts

6

here.
COUNCILMEMBER MOLINA:

7

8

Public Works?

9

MR. La:

Do I have to wait for

No, the landfill, I mean it's two

10

parts.

11

residential collection, if that's the question, I

12

think I'm trying to think if we have a projected

13

I'm sorry, we've got lots of worksheets here.

14

To get rid of the self-hauler fee or the

COUNCILMEMBER MOLINA:

If not, Wes, I can go

15

ahead and submit that question in writing, and you can

16

respond to it later.

17

MR. La:

Yeah, you know, but there is a

18

self-hauler fee that we've taken, I think I'm going to

19

guess it's around 300, maybe Michelle knows that off

20

the top of her head.

21

MS. YOSHIMURA:

22

the self-hauler fee.

23

every third Sunday.

24

every third Saturday and Sunday for the months of

25

April and August.

I would have to find that.
It's about $300,000 a year in
Currently, the Amnesty days is
It was every third Saturday,

Administration is proposing to have
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Amnesty days every Sunday.

Monday through Saturday,

2

commercial haulers are allowed, so the larger trucks

3

are allowed to go and do their dumping.

4

It became a safety issue when we have the

5

smaller trucks in there mixed with the larger trucks,

6

so we're trying to encourage the residents to use the

7

landfill on Sundays when there's no commercial dumping

8

allowed.

9
10

11
12

COUNCILMEMBER MOLINA:
CHAIR HOKAMA:

Okay.

Okay.

Thank you.

Thank you, Mr. Molina.

Ms. Johnson.
COUNCILMEMBER JOHNSON:

Yes, I think this is a

13

question for Wesley.

14

operating losses that the County had in some areas,

15

and generally, is there any particular fact or trend

16

that operating losses were occurring in?

17

I heard you mention in terms of

This was in -- I had it marked by the carry-over

18

savings comment.

When you were talking, you were

19

talking about operating losses, and I just made a note

20

to myself.

That would be right after the TAT slide.

21

CHAIR HOKAMA:

22

MR. LO:

Page 4, Members.

I'll see if I can answer this question,

23

Councilmember Johnson.

I think it's hard, because in

24

the general fund, you have a general set of revenues,

25

which basically is your real property tax that covers
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1
2

general Government expenditures, et cetera.
So in the general fund in fiscal 1998 and fiscal

3

1999, the revenues, the revenues exclusive of

4

carry-over savings, if you wanted to call carry-over

5

savings as a revenue, but if you exclude that, it did

6

not cover the recurring expenses or the normal

7

expenses, so you were operating at a loss, if you

8

will, for lack of a better word.

9

I think I might get my years wrong here, but we

10

raised the wastewater fees in that fiscal year also,

11

so I guess it would be fiscal year 2000.

12

that year, we actually -- they were operating at a

13

loss or there were supplemental transfers to the

14

wastewater fund I believe every year.

15

the history on that, so but I believe they were

16

transferring monies.

17

fees on that, they made, we use the term enterprise

18

status, which means they had become self-sufficient

19

with no transfers from the general fund.

20

And after

I don't have

But because of the raise in the

The solid waste fund has been a loser for us, if

21

you will, and we did raise some fees.

I think

22

actually the study done, I may be getting them

23

confused.

24

study had recommended we raise fees to I think it was

25

$8, and we actually raised that year to $6, right.

There was a study done, and actually, the
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1

I mean you've got to obviously on that try to get it

2

so that your fees cover your expenses, so you can

3

reduce your expenses or increase your fees or

4

revenues.

5

But those are probably the main areas.

I think

6

the highway fund historically has done reasonably well

7

because they get the franchise and the fuel tax.

8

by the same token, they need to get a reasonable fund

9

balance in there because that needs to be used for a

10

cash CIP for maintenance.

11

spend your earnings every year, if you will,

12

et cetera.

13

which would be the bikeway and the golf funds.

14

But

It's not as if you can just

The other funds are relatively smaller,

COUNCILMEMBER JOHNSON:

Right, I appreciate

15

that.

I guess where I'm coming from, where I'm

16

looking at this is in areas, not necessarily just in

17

the ones that you were talking about, but just in

18

looking at all areas in general where we are always

19

going to incur let's say -- I don't want to call them

20

losses, but where we don't make the programs pay for

21

themselves, I think what we've got to do is look at

22

that and then come up with some other ways to generate

23

a stream of revenues that is not burdensome

24

necessarily to the people in this County, but that

25

maybe offsets some of those areas where they're
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1

traditionally not income-producing or as good an

2

income producer.

3

MR. LO:

Councilmember Johnson, that's actually

4

a good point and actually is the gist of what's

5

coming -- will be coming at you folks called GASB-34,

6

which means that the revenue streams will be tied

7

against the programs that they're supposed to

8

support.

9

Now again, some of that you're not going to be

10

able to figure out because frankly real property tax

11

and transient accommodation tax comes under really the

12

general Government type of thing.

13

to change the accounting standards to provide for a

14

little bit -- exactly what you're talking about, to

15

see what is self-supporting and what is not and what

16

is supported by let's say real property tax or

17

transient accommodations tax.

18

COUNCILMEMBER JOHNSON:

But they're trying

And the other one I had

19

was basically on when you're speaking about special

20

assessments, in other words, that's right after the

21

franchise and fuel tax.

22

way of saying that those are impact fees, if you will,

23

those are generally exactions that we would get?

24
25

MR. LO:

That is -- it's just another

They are the recognition of exactions,

right.

IWADO COURT REPORTERS, INC.

171
COUNCILMEMBER JOHNSON:

1

Uh-huh, okay.

And then

2

there's just one real quick question, too, on other

3

intergovernmental, and this was where we had -- you

4

were speaking about the wastewater projects that we

5

had and monies that were earmarked for that.

6

these projects the result of the compliance

7

requirements from some of our sewage spill problems in

8

the past?

9

MR. LO:

And were

I'm sorry, I would have to defer

10

probably to the Public Works Department.

11

there are several projects that have been under

12

design, and again they probably be best to speak to

13

them.

14

COUNCILMEMBER JOHNSON:

I do know

Well, I think, you know,

15

that's fine, and I'll reserve that for another time

16

when they come before us.

17

CHAIR HOKAMA:

18
19

Moving down the line.

Thank you.

Okay.

Thank you, Ms. Johnson.

Questions?

COUNCILMEMBER ARAKAWA:

Mr. Arakawa.

Yeah, Wes, in creating

20

all of these funds, those monies were previously taken

21

out of the general fund, so when we created all of

22

these specific funds like the sewer fund, it's now

23

generating -- self-generating as far as the money

24

that's in those departments.

25

to get an analysis of how much money in each of these

I would like to be able
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1

areas are not coming out of the general fund now and

2

where that money is being expended or how it's being

3

used.

4

there was no money coming from it, everything was

5

coming from the general fund.

6

amount is coming out of the sewer fund, where is that

7

amount being reflected?

8

general fund now?

9

In other words, when the sewer fund was zero,

And now that the entire

How is it being used in the

So everyone of these special funds that used to

10

come out of the general fund, the total amount of the

11

County dollars were from property tax, the TAT,

12

et cetera.

13

these areas.

14

revenues that came in.

15

money is now being allocated.

16

We didn't have a special fund for each of
Those were additional taxes, additional

MR. LO:

I would like to see how that

Mr. Chair, Councilmember Arakawa, I'll

17

make an attempt at it, but I think some of these funds

18

were created a long time ago either through HRS or

19

Charter or Code.

20

would have to do some research, but some of these

21

funds only came into creation because there was a new

22

fee being charged.

23

And some of - - I'm guessing.

I

You know, for example, perhaps there was no - -

24

and I'm not verifying, just as an example, maybe there

25

was no sewer fee before because it's coming out of
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1

real property taxes, so now they said, weill have a

2

sewer fee and that money will be used.

3

I just want to make a caveat here is that weill do our

4

best to try to answer that question.

5

that it is necessarily that easily -- that we can

6

define that.

7

COUNCILMEMBER ARAKAWA:

So 11m not

11m not sure

Most of these funds are

8

not that old like the sewer fund.

9

coming out of general fund, and when we created this,

10

then all of the sudden, welre generating a completely

11

new source of revenue that would have formerly gone in

12

to the sewer, to pay for the sewer.

13

in a lot of the other areas.

14

The money was

The same is true

Golf, for instance, we were supplementing out of

15

the general fund, taking a percentage out and

16

supplementing the golf course fee.

17

course is pretty much self-sufficient, what are we

18

doing with that amount of revenue?

19

streams going?

20

Now that the golf

Where are those

And I think itls important for us to understand

21

this, Mr. Chairman because, you know, when we create

22

all these extra revenue streams, it seems that all

23

this money is just being absorbed into the general

24

fund somehow, and I would like to get a clear

25

understanding of where these funds are going.
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1

if we had to take it out from the general fund to

2

supplement all these areas, then we would be looking

3

at an entirely different type of budget, and we didn't

4

lower the property tax.

5

tax.

6

structure.

7
8

We've just sort of absorbed them into our
The--

CHAIR HOKAMA:
clarification?

9

We haven't lowered the TAT

MR. LO:

You need -- Mr. Lo, you need

Asd the question now.
I think I generally understand the

10

question.

I guess I'm not -- at this point in time, I

11

can't say that I necessarily

12

to take to do.

13

funds.

14

something like that -- basically, the only way I would

15

be able to do that going back to 1980 is take a look

16

at the loss of revenues in 1980 or 1981, et cetera,

17

and see what kind of increases and expenses were in

18

the prior year, because each year is different and we

19

would have to take that all the way from, you know,

20

whenever.

21

financial -- it will take me a while to get through

22

all the annual financial reports to go back whenever

23

these funds were created.

how long this is going

I would have to take a look at the

And let's say they were created in 1980 or

And I'm not sure if I have annual

24

And they didn't come in all at one time.

25

came in as different Acts either through -- I can't
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1

remember.

2

highway -- fuel tax or something, and so I generally

3

understand.

4

that?

5
6
7

I think one was HRS, and I think that was

I'm not sure of my abilities.

COUNCILMEMBER ARAKAWA:
ten years.

How is

Make it easy, the last

More than ten years ago, never mind.

CHAIR HOKAMA:

And again, members, we are aware

8

that certain things are as required by higher

9

Governmental level like the sewer program, we are

10

committed or required to have that program pay for

11

itself.

12

COUNCILMEMBER ARAKAWA:

Right.

But again,

13

because it used to come out of the general fund, we

14

created a new tax area.

15

HRS or whatever, some -- there had to be something

16

that we were using that money for where it's being

17

reassigned for lack of a better word.

18

that's what I would like to do.

19

Whether we were required by

So, okay,

You seem to be jumping around from category to

20

category now.

21

areas, but I don't want to hog the whole thing, so

22

what I'm going to do is I'm going to back off.

23

24
25

And I would like to cover a lot of

CHAIR HOKAMA:

We're in revenues right now,

Mr. Arakawa.
COUNCILMEMBER ARAKAWA:

Yeah.

And then I'll
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1

come back and ask my questions so as not to be just

2

carrying on.
CHAIR HOKAMA:

3

4

Mr. Kane, any other

questions regarding the area of revenue?
COUNCILMEMBER KANE:

5

6

Okay.

No, no questions,

Mr. Chair.

7

CHAIR HOKAMA:

8

COUNCILMEMBER TAVARES:

9

Okay.

Thank you.
Yes.

Ms. Tavares.

Thank you.

My

question is I didnlt seem to see the breakout of the

10

park assessment revenues.

11

by community plan districts?

12

CHAIR HOKAMA:

Could we have that provided

Okay.

Weill respond to that.

13

Weill request it in writing.

14

information, Mr. Kane?
COUNCILMEMBER KANE:

15

You had a point of

No.

And 11m sorry, I do

16

have a question in the revenues section, but 1111

17

yield.

18
19

CHAIR HOKAMA:

If you please, you know, 1111 get

back to you, Mr. Kane.

20

COUNCILMEMBER TAVARES:

21

COUNCILMEMBER KANE:

22

COUNCILMEMBER ARAKAWA:

23
24

25

You snooze, you lose.

No problem.
But helll get to ask his

question.
CHAIR HOKAMA:

Okay.

Thank you, Ms. Tavares.

Mr. Nishiki, any questions under revenues?
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COUNCILMEMBER NISHIKI:

Yes, thank you.

Wes,

2

you know, under other Governmental, you mentioned that

3

13 million came from cheap interest bonds for some of

4

our projects.

5

Just as we included in revenues, how is it

6

reversed in expenditures?

7

to show an increase, or is it in different areas?

8

9

MR. LO:

Where would I find what it

Mr. Chair, Councilmember Nishiki,

actually, again, I think there's a little bit of a

10

misnomer just in the preparation of the budget they

11

call it revenues.

12

revolving fund revenues are just sources of funds.

13

mean, so the first thing, it is a loan, and it is a

14

loan provided by the Department of Health for

15

wastewater systems as I understand it.

16

Both bond revenues and this State
I

Now, where you'll see the use of the monies is

17

going to be in the capital expenditures for CIP

18

projects, so that I think maybe Michelle can point out

19

in the Budget Proposal the projects that are going to

20

be funded by this revenue or this source of funds, if

21

you will.

22

CHAIR HOKAMA:

23

MS. YOSHIMURA:

Budget Director.
For the SRF loans, the two

24

projects will be waste - - two wastewater projects, one

25

in the central district, which is $10.4 million.
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1

believe David Goode came before you on Thursday of

2

last week regarding that project and also a $3

3

million--

4

COUNCILMEMBER NISHIKI:

5

MS. YOSHIMURA:

6

7
8
9

Central Maui project.

Central Maui.

It1s on Page

23-21.

COUNCILMEMBER NISHIKI:

It1s all going to be in

this year1s budget?
MS. YOSHIMURA:

Yes, correct.

And there1s on

10

Page 25-8, Lahaina Wastewater Plant, number five and

11

six, force main, that1s a $3.3 million project that

12

will also be funded through an SRF loan.

13

COUNCILMEMBER NISHIKI:

14

CHAIR HOKAMA:

15
16

line, Mr. Molina.

Okay.

Okay.

Thank you.

Thank you.

COUNCILMEMBER JOHNSON:

Thank you.
Going down the

Ms. Johnson.
I just had one more and

17

that was on the -- under the subheading of other

18

intergovernmental under workman1s comp, and this would

19

be for you, Wesley.

20

COUNCILMEMBER TAVARES:

21

CHAIR HOKAMA:

22

COUNCILMEMBER JOHNSON:

What page are you on?

Give us a reference, please.
It would be -- it was

23

Page 8 on our little handout of the Power Point

24

presentation.

25

CHAIR HOKAMA:

Page 8 of the handout.
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1

COUNCILMEMBER TAVARES:

Thank you.

2

COUNCILMEMBER JOHNSON:

Anyway, under workman'S

3

comp, you had mentioned, Wesley, that you're asking
CHAIR HOKAMA:

4

5

hold up.

6

expenditure portion.

CHAIR HOKAMA:

All

Okay,

anything for revenues at this time, Jo Anne?
COUNCILMEMBER JOHNSON:

12

CHAIR HOKAMA:

13

COUNCILMEMBER KAWANO:

14

CHAIR HOKAMA:

16

Oh, okay.

Let's finish up revenues.

11

15

Oh.

right.

9

10

We'll hit that when we hit the cost and

COUNCILMEMBER JOHNSON:

7

8

Okay, Ms. Johnson, just let me

you.

No.

Thank you.

Mr. Kawano?

No.

Thank you.

Mr. Carroll.

Thank

Mr. Arakawa.
COUNCI LMEMBER ARAKAWA:

Yeah.

Wes, in the area

17

of carry-over savings, you mentioned that the total

18

amount, you know, you're up to actually 24 million

19

from what you projected 8.4 million, and in your

20

presentation, you were pointing out things like 6.5

21

million of that is because of ERS, 2.6 is from

22

interest income, and you're shaking your head no.

23

Okay.

What I'm trying to understand is how much

24

of this carry-over savings is because of things that

25

we didn't have an expenditure on and so we have -- we
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1

now have extra funding?

2

where the difference in the actual income sources are

3

this year over last year when we're projecting out why

4

we have so much extra income and so much extra

5

carry-over where the difference was when you were

6

projecting, for instance, the $8 million -- $8.4

7

million carry-over versus where it is in the actual

8

24, where that money came from, the difference?

9
10

CHAIR HOKAMA:
MR. LO:

I'm trying to understand

Mr. Lo.

Mr. Chair, I think I -- I apologize for

11

shaking my head.

12

you're referring to a $2.6 million interest figure on

13

another slide, so but in any event, I just showed the

14

major items up here that caused -- I mean of the

15

difference between the 8.4 and the 24, there again,

16

there's 3 and a half, which was the combination of

17

those two revenue sources, and the ERS was an expense

18

less than appropriated.

19

There was -- the interest I think

If you go to your comprehensive annual financial

20

report, the blue version, and I'm not going to tell

21

you to go through it now, just tell you --

22
23
24
25

CHAIR HOKAMA:

Okay.

Members, you don't have

that in front of you.
MR. LO:

You don't have that, but it actually

compares it versus budget both on a revenue side on an
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lover and under, and then it goes through your
2

expenditure sides on the lapses.

3

you're going to have several funds you got to go

4

through, so -COUNCILMEMBER ARAKAWA:

5

And the problem is

The difference, Wes, is

6

I don't want to know about the lapse project so much

7

as I want to know about things like the ERS, the real

8

property tax where the projections were different, and

9

then later on I'll be able to see what the total

10

amount that were actually lapsed that were done on.

11

And there's a reason for my asking this.

12

In Councilmember Nishiki's question earlier was,

13

well, how much can you actually do?

14

see if we take these out from what you are actually

15

lapsing because of lack of ability to put the manpower

16

to it, and we'll get an idea of what can actually be

17

done.

18

separate out that for me.

19

We'll be able to

So that's why I want to try and see if you can

MR. LO:

Mr. Chair, Councilmember Arakawa, just

20

to make sure I understand this correctly, so you're

21

looking at it from a project, a CIP standpoint, or are

22

you looking at it from all programs?

23

COUNCILMEMBER ARAKAWA:

I'm trying to separate

24

out the difference where they were actually because

25

some Act such as the ERS was actually less, so when we
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1

projected it, now there is a savings added to that.

2

The revenue was higher, so there's a savings added to

3

that.

4

subtract that from what was actually done in

5

budgeting, but couldn't be

6

And looking at those numbers so that we can

MR. LO:

Do you have a threshold level, because

7

literally, the CAFR, it has it down by every single

8

category and it would be a very long.

9

me a threshold level, I could catch the line share

So if you gave

10

perhaps like, you know, a couple-hundred-thousand or

11

something, because otherwise, I'll be -- every single

12

item there is a difference, you know.

13

COUNCILMEMBER ARAKAWA:

Give me the total to

14

within a couple-hundred-thousand dollars, a half a

15

million dollars.
MR. LO:

16

17
18
19
20

21
22
23

The total of a couple-hundred, or by

item?
COUNCILMEMBER ARAKAWA:

The total amount that

comes from areas because of -- and then areas -CHAIR HOKAMA:

Do it by program areas, Wes.

Easier.
COUNCILMEMBER ARAKAWA:
to get an idea.

Yeah.

I'm just trying

That's why, Wes.

24

MR. LO:

I'll do my best.

25

CHAIR HOKAMA:

And just so that staff can be
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1

very clear on the request, Mr. Arakawa, can you

2

restate the question for us, please, so that they can

3

insure that the response is accurate?

4

COUNCILMEMBER ARAKAWA:

And again, the reason

5

I'm trying to do this is I'm trying to find out how

6

much of the programs that were actually put in could

7

not be done because of manpower or some other

8

condition versus the money that is being carried over

9

because of some Act outside of our sphere of influence

10

such as the ERS, the real property, things where the

11

actual budgeting was different from what it -- the

12

actual production level was different from what it

13

was.

14

Am I being clear now?
CHAIR HOKAMA:

Okay.

Hold on one second.

15

Richelle, why don't you folks ask what you need to

16

have it very clear in your minds so that we can

17

respond?

18
19
20

21

Tamara.

MS. KOLLER:

Are we asking about the CIP, or are

we talking about programs in general?
COUNCILMEMBER ARAKAWA:

We're talking about the

entire--

22

MS. KOLLER:

Program budget.

23

COUNCILMEMBER ARAKAWA:

-- program what we're

24

carrying over or what we're moving up considering as

25

savings versus -- and separating into two, just two
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general areas.

2

didn't have control over such as a much lower ERS,

3

real property tax being much higher, those kinds of

4

things, versus projects that we budgeted for but

5

didn't expend on.
CHAIR HOKAMA:

6

7
8
9

One is all of those things that we

Is that pretty clear to you,

Wes?
COUNCILMEMBER ARAKAWA:

And again, I'm giving

you a big leeway because I'm just trying to get a

10

general idea.

11

MR. LO:

Yeah.

We'll have to see obviously as

12

we go through it because there are certain programs

13

that may not have necessarily -- projects that they

14

accomplished their program goals, but they didn't

15

you know, maybe they had a vacancy for a month or

16

something.

17

COUNCILMEMBER ARAKAWA:

Well, the other thing,

18

too, is you also stated that when you budget anything

19

for CIP, you budget the maximum amount.

20

MR. LO:

Yeah.

And same with the programs, too,

21

so again, I'll try to get it somewhere within the

22

threshold, because otherwise, we'll be worrying about

23

the, you know --

24

25

COUNCILMEMBER ARAKAWA:

That's why I'm asking

you within $100,000.
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1

MR. LO:

2

CHAIR HOKAMA:

3

MR. LO:

COUNCILMEMBER ARAKAWA:

10

I'll

And I'm trying to give

you a big variance just to get an idea.
CHAIR HOKAMA:

8

9

You can work with me on this.

do -- I think I understand.

6

7

And put in a variance plus or

minus.

4

5

Well, let me see what I can do.

Mr. Arakawa.

Okay.

Where is Mr. Kane?

anything else in revenues?
COUNCILMEMBER NISHIKI:

11

We'll put that forward,
Okay, Members,

Yes, Mr. Nishiki.
Yeah.

Wes, if I told

12

you that $25 million was -- well, let me state it

13

differently.

14

to carry-over 25 million at least?

Are you firm this year that you're going

15

MR. LO:

Yes.

16

COUNCILMEMBER NISHIKI:

17

CHAIR HOKAMA:

18

COUNCILMEMBER NISHIKI:

And if I thought

That was a soft yes.
That's all right.

And

19

if I felt that that was too much, then I would ask you

20

where would you spend more cash than bonds?

21

MR. LO:

I'm not sure if I understand the

22

question because the carry-over savings is being

23

spent.

24

savings or if I had less?

25

So are you saying if I had more carry-over

COUNCILMEMBER NISHIKI:

Well, you figured you're
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1

going to have 25 million.

2

MR. LO:

And that's being -- that's being

3

expended.

That is a source of funds, so it's

4

contemplated to being spent by this budget.

5

CHAIR HOKAMA:

Okay.

6

telling us, Mr. Nishiki?

You understand what he's

COUNCILMEMBER NISHIKI:

7

Okay, I see that.

8

Okay -- I follow in my own head then, and then it's

9

being carried over and that's going to be part of the

10

revenue picture?

11

CHAIR HOKAMA:

Correct.

12

COUNCILMEMBER NISHIKI:

Okay.

In the bond area,

13

in the bond area when Alan asked you about certain

14

projects that did not go, of course, you've got what,

15

third quarter and then fourth quarter, yet that have

16

not been contemplated, fourth quarter?

17

MR. LO:

Actually, Councilmember Nishiki, the

18

CIP budget as a nuance for this runs for 18 months, so

19

they actually have until the first two quarters of

20

this upcoming fiscal year to encumber monies for

21

this.

22

COUNCILMEMBER NISHIKI:

Okay.

But in that

23

bond -- list of bond projects that you had for last

24

year, how many would you calculate won't get done

25

within the time period that you've been given?
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MR. La:

Councilmember Nishiki, if I could be so

2

bold to suggest that if I answer that in writing, I

3

think that would be a little bit more of an accurate

4

picture.

5

projects right now to tell you that.

I'm not sure if I could go down the bond

COUNCILMEMBER NISHIKI:

6

7

can you speculate?

8

it?
MR. La:

9

Well, do you have any

Are you going to do 100 percent of

I mean if you're talking about last

10

year's budget, I mean we would have to go through that

11

list.

12

list right now with the departments for our bond

13

issuance, but again, I would be hesitant to say.

14

know, I think there's a lot of variables such as work

15

going on with Public Works or Parks, so I think I

16

would be the wrong person to answer that question.

17
18

In fact, we are actually going through that

COUNCILMEMBER NISHIKI:

You

Let me ask you this.

Do

you think you're on schedule or behind schedule?
I would think that - -

19

MR. La:

20

COUNCILMEMBER NISHIKI:

21

MR. La:

Or who would know?

I would think that we

I would think

22

that we probably have a lot of projects that they're

23

finishing up some of the procurements, et cetera.

24

appears that we are spending down a little slower than

25

before for a variety of reasons, for either design or
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1

actual procurement.

2

getting bids out there.

3

as you get closer to that December deadline.

4

that's usually when we get kind of a rush of it.

5

we would have to -- I mean I really have a hard time

6

answering that question.

7

You know, we're in the process of
It's typically spent on a CIP

COUNCILMEMBER NISHIKI:

So

Let me ask you this.

8

When is the next time you hope to go out for bond

9

sale?
MR. LO:

10

11

now.

12

June or July.

13
14
15

So

We are currently looking at it right

We are hoping to issue a bond in probably July,

COUNCILMEMBER NISHIKI:

So you have your

projects lined up for those apparently?
MR. LO:

Well, yes, we're actually going through

16

because we only issue bonds, you know, for what we

17

feel is really ready to go.

18

projects lined up.

19

couldn't comment on the spend down, because I'm not

20

intimately involved in that.

21

COUNCILMEMBER NISHIKI:

So we have a lot of

Now, the spend down, I really

Okay.

The request,

22

Mr. Chairman, would be the list of projects perhaps

23

they have for July and those that have not been

24

fulfilled and those amounts, just not the projects,

25

but the amounts also.
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CHAIR HOKAMA:

Okay.

So ordered.

2

COUNCILMEMBER NISHIKI:

Okay.

3

COUNCILMEMBER TAVARES:

Mr. Chairman.

4

CHAIR HOKAMA:

5

COUNCILMEMBER TAVARES:

Thank you.

Yes, Ms. Tavares.
Along the same line, I

6

noticed that CIP is going to come up before the

7

Committee by departments.

8

can then address what their CIP projects were approved

9

in the 2001 budget and the status of those projects

And maybe each department

10

along with what they're talking about for 2002.

11

might help us get a better picture.

12

CHAIR HOKAMA:

That

Thank you for that suggestion.

13

Michelle, if you can make the departments aware of

14

that.

15

MS. YOSHIMURA:

16

CHAIR HOKAMA:

17

MS. YOSHIMURA:

Mr. Chair.
Yes.
We do a report every quarter,

18

and we are just about ready to transmit a report that

19

was done ending fiscal year or ending December 31st,

20

2000.

21

the CIP section if that would be the appropriate

22

time.

So we could transmit that and discuss it during

23

CHAIR HOKAMA:

24

MS. YOSHIMURA:

25

Okay.

Thank you.

That would give us the status as

well as the spend down.
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CHAIR HOKAMA:

2

COUNCILMEMBER TAVARES:

3

MS. YOSHIMURA:

4

CHAIR HOKAMA:

5

Very good.

Correct.
Okay.

Charmaine, are you okay

with the response?

6

COUNCILMEMBER TAVARES:

7

CHAIR HOKAMA:

8

COUNCILMEMBER ARAKAWA:

9

So 2000 and 2001.

Mr. Chairman.

Yes.

Thank you.

Thank you.

Yes, Mr. Arakawa.

Same line,

I had already requested that they take

10

all of the projects and update us on the projects that

11

are already going, so that should already be in

12

with that request.

13

14

CHAIR HOKAMA:

That should all fall in place

with that submittal.

15

COUNCILMEMBER ARAKAWA:

The same request, yeah.

16

COUNCILMEMBER NISHIKI:

Short recess?

17

CHAIR HOKAMA:

One second, please, Mr. Nishiki.

18

Any other questions?

19

short five-minute break.

20

If not, we're going to take a
Mr. Arakawa.

COUNCILMEMBER ARAKAWA:

Yeah, I have several

21

more questions.

If you want, we can take the

22

five-minute break first and then come back.

23

CHAIR HOKAMA:

24

recess ... (gavel) ...

25

RECESS:

Okay.

Thank you.

2:33 p.m.
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1

RECONVENE:

2:43 p.m.

2

CHAIR HOKAMA: ... (gavel) ... Budget and Finance

3

Committee will reconvene.

4

give Mr. Arakawa the floor, before we broke for lunch,

5

Members, there was I believe two questions or areas

6

that was presented for Corporation Counsel.

7
8
9

Before I ask Mr. Arakawa,

So at this time, Mr. Moto, if you could give us
a verbal response.
MR. MOTO:

Thank you, Mr. Chairman.

The first

10

topic I'll address is the public service company tax

11

legislation.

12

I'll use this opportunity to report that the -- as you

13

are aware, the share of the County's -- the County's

14

share of the public service company tax is dependent

15

upon the passage by the State Legislature in the

16

current term of a bill that would effectuate a

17

settlement agreement that was entered into among the

18

State of Hawai'i, the four counties and the major

19

utility companies.

20

two bills now pending in the Legislature, Senate Bill

21

1198 and House Bill 723.

There was a question regarding it, and

That legislation is reflected in

22

I can report that Senate Bill 1198 is set for

23

hearing before the House Finance Committee tomorrow

24

Tuesday at 1:30, and House Bill 723 is set for hearing

25

before Senate Committee at 1:45 tomorrow.
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1

the required Legislation and signature by the Governor

2

would insure the receipt by the counties of the future

3

stream of a portion of the public service company tax

4

records.

5

Regarding the second topic, that of a special

6

fund to accumulate monies to pay for future debt

7

service payments, obligations under general obligation

8

bonds, I'll note at this time that I will be

9

discussing this matter with the Finance Department and

10

Treasury Office.

11

and fiscal issues that are involved with such a

12

proposal, and I hope to report to you back later on

13

this subject.

14

There does appear to be some legal

CHAIR HOKAMA:

Okay.

Thank you very much,

15

Mr. Moto.

16

will -- can correct me, I believe on the public

17

service company tax, it is going to be for payments of

18

the preceding year and not the current year, am I

19

correct, Mr. Lo?

20

And just one addition I think, if Mr. Lo

MR. LO:

Yes, they calculated -- the only thing

21

I'm not sure is what that year end date is.

22

it's December 31st, but they get their revenues from

23

that point on, and they then pay -- I think most of

24

the large companies pay monthly installments, and I'm

25

not sure how they divide that up over the year for
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1

that prior year's gross revenues times the tax.

2

CHAIR HOKAMA:

3

hold on one second.

4

question and you had to leave to take care of some

5

Committee matters, so the Chair will allow you to ask

6

your question at this time.

7

Okay.

Thank you.

Mr. Arakawa,

Mr. Kane, I know you had a

COUNCILMEMBER KANE:

Thank you, Mr. Chairman.

8

appreciate the opportunity.

9

presentation or part of the presentation, you made a

I

In the carry-over savings

10

reference to a comprehensive report, and I just -- and

11

this is just a point of information regarding the

12

breakdown of the overall dollar amount in the

13

carry-over savings proposal.

14

Where are we, you said a blue folder, a

15

comprehensive -- anyway, if you can just give us that

16

information so we know where we can go find that

17

breakdown to better understand how you arrived at that

18

number.

19

MR. LO:

Mr. Chair, Councilmember Kane, what I

20

will do is I will make copies of certain examples and

21

the blue binder is the comprehensive annual financial

22

report.

23

the pages and how it's done.

24

for each fund, they do various things.

25

you a whole copy since you have it, but just so you

And what I'll do is I'll make references to
Obviously, there's --
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1

can see the over and under on the revenues and the

2

lapses on the programs.

3

4
5

6
7

COUNCILMEMBER KANE:

Thank you.

And I would

appreciate that, Mr. Chairman.
CHAIR HOKAMA:

Okay.

Thank you, Mr. Kane.

Mr. Arakawa.
COUNCILMEMBER ARAKAWA:

Yes, Mr. Lo, in your

8

listing under -- on Page 3, charges for current

9

services.

Under community center fees, you have

10

$50,000 reduction.

11

service.

12

MR. LO:

Page 3, changes for current

Yes, that was a reduction in the actual

13

amounts we used in calculating the entire charges for

14

current service.

15

COUNCILMEMBER ARAKAWA:

So for going all the way

16

back to where we were, is that to reflect that·s all

17

we made was $50,000 for that entire addition of

18

monies; raising the fees to whatever they were and all

19

that, we actually only made $50,000?

20

CHAIR HOKAMA:

Mr. Arakawa, I know we've got

21

some veteran Members here, but my recollection was the

22

50,000 we were trying to make up was the amount of

23

general fund expenditures in addition for the repairs

24

and maintenance of the community centers that we found

25

after usage by our residents.

I think it was for
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things like damaged tables, chairs that seemed to

2

disappear after functions, complete relocking of

3

facilities when keys were not returned.

4

was part of the subsidy that the general fund had to

5

make up.

6

COUNCILMEMBER ARAKAWA:

I think that

I understand where

7

you're going with that, but that's not the question

8

I'm asking.

9

total amount of money revenues that were collected

I'm asking is that -- is this $50,000 the

10

with that -- that you're not expecting to collect

11

because you're rolling it back from where it is to the

12

hundred dollars or whatever you're setting?

13

MR. LO:

That's my understanding.

14

COUNCILMEMBER TAVARES:

15

CHAIR HOKAMA:

16

COUNCILMEMBER TAVARES:

Mr. Chairman.

Ms. Tavares.
Maybe I can help from

17

what I understand of this, and then Mr. Lo can say if

18

it's off base.

19

the revenues were expected to be, but now that they're

20

reducing the rates, it will be $50,000 less.

21

will still be income coming in, but not -- that minus

22

$50,000 for the adjustment in the community center

23

fees that the Mayor is proposing.

24

COUNCILMEMBER ARAKAWA:

25

But it's a $50,000 reduction in what

There

Right, that's what I

thought Wes said, and that's my understanding.
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it was -- if it had been at the

2

at the rate it is currently put in now, it would be

3

$50,000 more than they are projecting by the

4

reduction.

if it had continued

5

COUNCILMEMBER TAVARES:

Right.

6

COUNCILMEMBER ARAKAWA:

That's what I'm asking.

7

And if we were to remove the cesspool fee and go back

8

to the old system, what would be the dollar impact on

9

that?

10

Same page, two items above that, two lines.

Your sewer and cesspool fund, 21.1 million.

11

MR. LO:

12

just the cesspool?

13

You're talking about the entire, not
I lumped them together.

COUNCILMEMBER ARAKAWA:

Right, that's where you

14

have it, but if we were to remove just the cesspool

15

thing.

16

second to the last item within the Budget Details.

17

we were to take that out, what would be the actual

18

reduction in the amount of money?

19

In the budget, you have it under the last --

MR. LO:

I would have to respond to that in

20

writing.

21

papers I have in front of me lumped together.

22

If

I have the sewer and cesspool with the

COUNCILMEMBER ARAKAWA:

Okay, that's fine.

In

23

writing is fine.

I'm just trying to get an idea of

24

what the actual dollars we're talking about when we

25

put these extra encumbrances on the general public.
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1

And the same is true, you know, on the landfill, the

2

$6 refuse fee.

3

about 300,000 plus or minus, so that would be the

4

impact.

5

of the $300,000, we have somebody sitting at the booth

6

collecting money.

7

job collecting the money and doing the bookkeeping and

8

whatever is associated with that.

You said if we -- that's collecting

What is the cost of doing that program?

Out

Somebody actually there, that's his

9

NOw, in the past when the departments have come

10

before me when we were sitting here, they were saying

11

something like $60 is the minimum it costs us to do

12

the work to handle and process the permit.

13

was something like

14

were telling us, like $60 to do a permit, and that's

15

why the minimum permits that we're trying to work on

16

were like $60 at the time.

17

up to that.

18

So if it

and that's what the departments

We're shifting everything

I would like to know what the actual cost is for

19

all the expenses going into collecting that $6 fee,

20

how much of that is cost versus how much of that is

21

actual profit.

22

CHAIR HOKAMA:

23

MR. LO:

Mr. Lo.

Mr. Chair, I'm not sure if I understand

24

this correctly.

What one of the issues are is that

25

the landfill is open 7 days a week anyway.
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to this, the commercial people could come any day, as

2

I understand it, so you would have to make some

3

assumptions based on a person there can handle both

4

commercial as well as the residential side.

5

determining the cost, we would have to figure out some

6

kind of allocation, and it would be a guesstimate at

7

best when there's shared duties.

8
9
10

So in

But we can provide some program costs to the
best of our abilities on, you know, the costs to
implement it.
COUNCILMEMBER ARAKAWA:

11

I would like to know

12

what the cost is.

13

has to be there to do it.

14

has to take the money and they have to deposit it some

15

place.

16

Department.

17

dollar that's there.

18

all of the money that's coming in and be able to

19

actually write out a bill to somebody.

20

all those costs involved in collecting the $6?

21

The cost is 7 days a week somebody
Seven days a week somebody

We have to run it through our Finance
Somehow we've got to account for every

CHAIR HOKAMA:

Somebody has got do an audit of

Okay.

So what are

Well, I think that's part

22

of -- that's part of the overview process is when we

23

bring in the departments, that's what I would hope you

24

would ask the department in their overview

25

presentation, Members.
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COUNCILMEMBER ARAKAWA:

1

Because it's listed

2

here, I'm asking, and I don't expect the answer to be

3

done today.

4

could have that as part of the discussion.

5
6

So when the department comes in, if you

CHAIR HOKAMA:

Okay.

Thank you.

Okay.

Members, anything else in the revenue area?

7

COUNCILMEMBER ARAKAWA:

8

CHAIR HOKAMA:

9

COUNCILMEMBER ARAKAWA:

Yes, one more area.

Mr. Arakawa.
On Page 4 under

10

licenses, permits and other, you we're talking

you

11

mentioned a $2.6 million interest income from the

12

general fund.

13

any -- when we borrow bonds or whatever, we have to

14

give any excess back, I forget the term of it.

And at the same time, you said that

15

COUNCILMEMBER TAVARES:

Arbitrage.

16

COUNCILMEMBER ARAKAWA:

The arbitrage.

If this

17

income -- interest income, we can keep this as part of

18

our income stream, if we were to borrow money through

19

bonds and not cash the projects out, can we earn the

20

interest to put that into our revenue stream versus,

21

you know, to pay for future debt service by not

22

expending cash and rather expending the bonds to cover

23

that?

24

CHAIR HOKAMA:

25

MR. LO:

Mr. Lo, can you answer that?

Mr. Chair, if I understand the question
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correctly, the answer is no.

2

for projects, you have a list of the projects and

3

their specific uses.

4

correct me if I'm wrong, it is for capital

5

expenditures.

6

When you borrow monies

And I believe by HRS, Brian,

So we could not -- I mean obviously, it would be

7

great if we could borrow at 5 percent and earn 7

8

percent, but the IRS requires us to rebate.

9

COUNCILMEMBER ARAKAWA:

Okay.

You're close, but

10

not quite.

11

in the general fund and we don't use general fund for

12

the CIP, let's say we're going to do a rebuilding of

13

this building and it's going to cost us $10 million.

14

If we don't use cash for this 10 million, but rather

15

we floated a bond, could we then having 10 million not

16

expended be earning interest to be able to pay for

17

our, you know, the bond debt?

18

If we are earning interest on what we have

MR. LO:

Mr. Chair, Councilmember Arakawa,

19

ultimately, that is what happens currently.

What

20

happens is our interest income comes into the County

21

and is recognized as revenues, and it's really up to

22

once the budget is approved, the appropriation of all

23

our revenues.

24

know, again, we have sources and uses, so you have a

25

whole list of sources of funds.

So if you wanted to take, I mean, you

Interest income is
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2

one of them.
Now, how you appropriated that money is -- you

3

know, if you wanted to appropriate some money, as long

4

as legally I mean Brian can tell you that you can do

5

that, in theory, you could.

6

COUNCILMEMBER ARAKAWA:

Okay.

Mr. Chairman,

7

that's one of the areas, as we go further into

8

discussion, as was pointed out by the Budget Director

9

last year, we spent quite a bit of cash on capital

10

improvement projects.

11

ability to do bond floats at the low interest rates

12

and then being able to recover at the higher interest

13

rates on the cash might be a strategy we might want to

14

discuss.

15

And maybe looking at the

And this is just a strategy, okay.

Yeah, so

16

that's why I'm asking that question, because if we can

17

have more flexibility that way with the cash, then we

18

might want to do it just for the flexibility.

19

The franchise and fuel tax, you didn't give

20

us -- there's about a $1-million-extra that you're

21

anticipating, is that correct, for the franchise tax

22

and about a .3 million for fuel tax?

23

MR. LO:

24

COUNCILMEMBER ARAKAWA:

25

That was on the budgeted amounts, yes.
On the fuel tax, the

fuel rates have been going up considerably.
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1

still going to be your prediction, about $300,OOO?

2

MR. LO:

Yes.

You know, I'm sorry, I can't

3

remember off the top of my head, but I think the

4

fuel

5

COUNCILMEMBER ARAKAWA:

6

MR. LO:

It's on Page 6.

I'm thinking of the calculation.

7

yes, that's -- I'm thinking

8

that's per gallon, what the tax is.

9

COUNCILMEMBER ARAKAWA:

11

MR. LO:

12

yes, on that.

14

I'm trying to think if
It's 13 cents per

I'm trying to think of what the per is.

10

13

But

Per gallon?

So anyways, that is our projection,

COUNCILMEMBER ARAKAWA:

Okay.

Yeah, can you

show us the formula on how you're projecting it?

15

MR. LO:

16

COUNCILMEMBER ARAKAWA:

17

the fuel tax.

18

finance.

Yeah, I'll be able to provide that.

Okay.

For the franchise and

That's all I have for the

19

CHAIR HOKAMA:

Okay.

Thank you, Mr. Arakawa.

20

Members, I'm ready to move out of revenues.

21

Let's get into costs, and yet we still have Mr. Lo to

22

give a general department overview.

23

Starting from the right, Ms. Tavares, any questions

24

regarding county-wide costs or expenditures as

25

presented by the overview this afternoon?

Okay.
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2

COUNCILMEMBER TAVARES:

Well, I asked the

question already.

3

CHAIR HOKAMA:

Thank you.

4

COUNCILMEMBER NISHIKI:

5

questions, but I'll pass.

6

CHAIR HOKAMA:

7

COUNCILMEMBER MOLINA:

8

CHAIR HOKAMA:

9

COUNCILMEMBER JOHNSON:

Mr. Nishiki.

I'll pass.

Thank you.

I've got

Mr. Molina.

None at this time.

Thank you.

Ms. Johnson.

I'm not sure if this is

10

going to be costs or what, but anyway, when a deposit

11

is made at the community center, for example, the

12

issue was raised by somebody from the Parks Department

13

this morning.

14

my office and they heard what we were discussing.

15

Their concern that they're were expressing is in

16

regard to the deposit, because they're a little

17

concerned that when somebody doesn't pay a sufficient

18

deposit, they've found that there's tremendous cleanup

19

costs involved.

20

Their person will have to go in and clean up.

21

are we going to be looking at this, Mr. Lo?

22
23
24

25

MR. LO:

They were listening to -- they were in

There's a lot of sometimes damage.
So how

I think you need to discuss that with

the Parks Department.
CHAIR HOKAMA:

Ms. Johnson, I would ask that

that's an important question and I believe we should
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have the department give us their specific response

2

since they're the ones responsible for that area.

3

COUNCILMEMBER JOHNSON:

Okay.

And I just might

4

also suggest that when welre looking at fees or

5

deposits just across the board when welre budgeting,

6

credit card security is also very useful when welre

7

looking at anything.

8
9

The only other question I had and I had -- this
would be in the area of workman's compo

You had

10

mentioned, Wesley, that what youlre looking to do now

11

is combine all the departments for flexibility in the

12

workman's comp area, and it used to be broken down,

13

Police, Fire, Parks, et cetera.

14

terms of workman's comp experience, will they still be

15

tracked individually by department?

16

CHAIR HOKAMA:

17

MR. LO:

So are these still in

Mr. Lo.

Yes, I think for this first year since

18

we don't know what liability welre sitting on, we want

19

to be able to have that flexibility rather than just

20

asking additional monies for anyone department,

21

number one.

22

study done and weill be tracking all this

23

comprehensively, again, we want to make it so that

24

each department pays a premium.

25

better safety program, their premium goes down, so

Number two, once we get our experience

And if they have a
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that, you know, there's incentive for a risk

2

management methodology.

3

So, yes, we will be tracking it.

It's just that

4

it's not doing

5

conceived idea.

6

out that way over time, and they're not really looking

7

at that as an incentive to be a safer environment,

8

et cetera.

9
10

It's just that it never quite worked

But we will be tracking that definitely.

COUNCILMEMBER JOHNSON:

Okay, great.

Thank

you.
CHAIR HOKAMA:

11
12

I mean I think it was a well

Thank you, Ms. Johnson.

Mr.

Kawano.

13

COUNCILMEMBER KAWANO:

14

CHAIR HOKAMA:

15

COUNCILMEMBER CARROLL:

16

CHAIR HOKAMA:

17

COUNCILMEMBER ARAKAWA:

No.

Mr. Carroll.
Pass.

Thank you.

Mr. Arakawa.

Yes, thank you,

18

Mr. Chairman.

On the fringe benefits, Page 7, major

19

items.

20

you know, on the previous slide you showed us from the

21

other year that our -- our contribution level was very

22

low.

23

hundred and -- well, first of all, let me digress just

24

a little bit.

25

146,000 was.

You're now looking at ERS of 6.8, is that --

The 6.8 that you're putting up there versus the

I wanted to understand what that
Because you have it sort of in line as
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1

if that's what the County payment was.

2

the County payment actually was, $146,OOO?

3

MR. LO:

4

COUNCILMEMBER ARAKAWA:

5
6

Is that what

Yes.
So last year we paid

$146,000, this year we expect to pay 6.8?

MR. LO:

Well, this year -- I guess just to

7

clarify, this year fiscal year 2001, we are

8

employer's contribution was $146,000, yes.

9

year we are required to pay -- well, preliminary

10

indication still needs to be approved by the

11

retirement system board, but the actuarial

12

calculations are 6.8 million.

13

COUNCILMEMBER ARAKAWA:

Okay.

our
And next

Then I would like

14

to get a clear understanding on that, that number, and

15

what our anticipated for next year might -- will

16

probably be, so we can sort of look at a trend.

17

order to try and follow this thing, you know, if '98

18

was 11.8 and then we're going down, you know, we're

19

making all these adjustments.

20

follow a trend.

21

information as to how the retirement system is working

22

as far as what they're trying to do with this, I would

23

appreciate an explanation.

24

people from the retirement system in to explain it to

25

us, Mr. Chairman.

In

It's very difficult to

If you have any background

And we may have to get

But if you can explain it, why it's
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doing this.

2

MR. LO:

Mr. Chair and Councilmember Arakawa,

3

what I can provide to you, I mean I hate to say this,

4

but if there ever was something called rocket science,

5

this is it.

6

retirement system annual report, which has some

7

actuarial things, but they call them actuaries I guess

8

for a reason is I think they enjoy looking at this

9

stuff.

I could provide to you the employee

But it's an extremely complex thing.

10

And I think even if we asked the retirement

11

system administrators to come here, the actuarial

12

calculations are rocket science.

13

least some general overview, and I provide you the

14

annual report which goes over this, and it will show I

15

think for next year because we're actually running, if

16

I'm not mistaken, three years -- it's a three-year

17

rolling average for three years prior for a variety of

18

reasons, and then certain law changes is the reason

19

there is really no trend.

20

But I can provide at

It's rocket science, I tell you, but I will

21

provide that information to you.

22

background but it's quite a detailed document, but I

23

will provide that.

24
25

COUNCILMEMBER ARAKAWA:

It does have some

Because in order for us

to budget correctly, we sort of have to have some idea
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1

as to why the numbers are where they are, where

2

they1re possibly going to go.

3

the health fund.

4

we1re having to deal with and the large increase that

5

we1re seeing in the health fund, if there can be some

6

kind of a background as to why we1re looking at the

7

percentage that we1re looking at right now and what we

8

can extrapolate from that as far as projection for the

9

next couple of years so that we can have an

10
11

The same is true with

When we1re looking at the HMOls that

understanding.
And again, I know the further out you get, the
But in order for us to try and balance

12

harder it is.

13

the budget this year, we1re going to have to try and

14

figure out just a couple of years at least where it1s

15

going to go.

16

to understand what the projected expenses are, and the

17

same is true with the FICA and the worker1s compo

18

At least in my mind, I have to be able

You have 4.4 and 1.5, but you1ve also requested

19

50 new employees plus or minus.

20

to know if that has been calculated into this -- these

21

numbers or if they need to be added onto these

22

numbers.

23

MR. LO:

Okay.

I would like

If I can talk directly about, in the

24

FICA, yes, it was calculated.

Again, the employees

25

are coming on near the tail end of the year before the
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Wailea fire station.

2

wouldn't say that it's calculated because we are

3

actually going through that process now, and we don't

4

have enough information to know if it's based on new

5

employees or just old claims.

6

On the worker's compo side, I

COUNCILMEMBER ARAKAWA:

Well, you've requested

7

plus or minus 50 new employees.

8

Wailea fire station.

9

MR. LO:

10
11

It's not only the

Right, but it has been factored into

the FICA calculations.
COUNCILMEMBER ARAKAWA:

So if we don't get those

12

employees, we can effectively subtract most of that

13

out of here, whatever that balance is.

14

calculate it in, I would like to understand at what

15

point you calculated each of those numbers in so we

16

can have a general idea of the budget.

17

know, for the 33 for the fire station, did you

18

calculate that in for December or November, or you

19

know, at what point did you actually put that in so we

20

have an understanding of what kind of numbers we're

21

looking at and when they come into play.

22

Or when you

You say, you

If the rest of them are in from the first of the

23

year, then, you know, we have a better understanding

24

of what that is.

25

separate those two out, if we have an idea of when the

And that's primarily because if you
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employees are coming in and how much we're going to be

2

putting in, it will also give us an idea of projecting

3

into next year and the following years.

4

numbers are low this year because the fire people are

5

coming in at the end of the year and we have to try

6

and figure out, well, how much is this going to be as

7

a fixed cost for us next year, that number needs to be

8

in our mind as well.

9

Now, if those

So if you say -- I'm just going to use this as

10

an example.

If all the costs are half a million

11

dollars, but it's only calculated in from November,

12

December, and next year when we come in and we look at

13

these same employees, and now we're looking at

14

three-quarters of a million or a million dollars, then

15

we need to know what those are so we can project

16

better, and that's the reason I'm asking for that.

17

I'll back off.

18

let other people ask.

And I have other questions, but I'll

19

CHAIR HOKAMA:

Mr. Kane.

20

COUNCILMEMBER KANE:

Thank you, Mr. Chairman.

21

Wes, do you know if we have anything at the State

22

Legislature that is similar to what happened regarding

23

Act 100?

24

25

MR. LO:

Mr. Chair, Councilmember Kane, I'm not

aware of anything at this point in time.
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that historically it's usually been when the State has

2

been looking for pay raises though, which concerns me,

3

but there is nothing in front of the Legislature at

4

this point in time.

5

COUNCILMEMBER KANE:

Then Mr. Chairman, and just

6

information and maybe from your experience with this.

7

Can things just show up out of nowhere during this

8

term regarding what occurred with Act lOa?

9

have more of a familiarity with the process at the

And you

10

State level than I do, and so I'm just asking if

11

something can just be proposed and plugged in at the

12

last minute and just show up on the radar screen?

13

CHAIR HOKAMA:

In my experience I would say of

14

lS-plus years down there, as long as one House has

15

made discussions of it and it basically held a

16

hearing, there's mechanisms that somehow can show up

17

in a conference report, yes.

18

is yes, things can pop up that can impact us both

19

negatively as well as positively.

20

COUNCILMEMBER KANE:

So the short and sweet

And the reason I ask that,

21

Mr. Chairman is, you know, Wes said it.

We're dealing

22

with a lot of the raise issues for a lot of our

23

workers.

24

you know, and for all of us to be aware.

25

know if from the Charter Commission's standpoint

And for me, it's just the awareness thing,
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that's an issue they've got to look at as far as

2

timing of our budget in correlation to the State's

3

budget, you know.

4

CHAIR HOKAMA:

Your point is well taken,

5

Mr. Kane.

6

as an example, Members, is that the City and County of

7

Honolulu has expended their Council's ability to take

8

into account how the Legislature is operating now with

9

the amount of recesses that they have besides the

10
11

And I think one thing that we can look at

requirements by Constitution.
So currently, my understanding is for the City

12

and County of Honolulu, instead of March 15th, I

13

believe their Mayor is required to present them a

14

budget about one, two weeks earlier.

15

an end of the month of May deadline, I believe they

16

have gone to June 15th to take into account after

17

Legislature adjourns sine die that they can factor in

18

any of those last-minute adjustments, so I would say

19

that is something pertinent for the Charter Commission

20

to consider as an adjustment to our budget review.

21

COUNCILMEMBER KANE:

And as we have

Thank you, Mr. Chairman.

22

And I hope I didn't stray too far, but I just felt

23

that because we're talking about $6.8 million going

24

out, and because just last year, it went from what we

25

thought was going to be 8.3 million down to, you know,
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what it ended up being.

I just felt that that -- you

2

know, if you would allow that question to happen.

3

And then I have another question, but it has to

4

do with a different slide, so I'll pass and we can go

5

make another --

6

CHAIR HOKAMA:

That's okay.

7

COUNCILMEMBER KANE:

Proceed.

Just on the worker's

8

compensation slide talking about the consolidation and

9

flexibility.

In concept, Mr. Chair, I have a problem

10

with consolidating these things because then it takes

11

away the accountability part or as far as tracking

12

things as they occur.

13

opportunity to allay any type of fear that by creating

14

this flexibility and creating this consolidation, it

15

doesn't make it more difficult for the check and

16

balance of such a request on our part as a Legislative

17

Body allowing an Administrative Body to do such a

18

thing.

So I just wanted to give Wes an

19

So again, just principal-minded and because that

20

was thrown at us, I was just looking for some response

21

to that.

22
23
24
25

CHAIR HOKAMA:

Okay.

Mr. Lo, you want to make a

comment?
MR. LO:

Mr. Chair, Councilmember Kane, I think

obviously we can provide all kinds of tracking and
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reports to -- we can do quarterly or however you want

2

to show the worker's compensation, self-insurance,

3

et cetera.

4

I clearly understand your concern.

What I'm sort of hearing from this Council

5

though is the supplemental budgets, if you will, are

6

not necessarily the favorite topic.

7

afraid to -- if I present this, I know that this is

8

not what I'm going to be able to live with and I would

9

have to come back before this body to make the

10
11

And I would be

appropriate adjustments after I get to the point.
I mean again, I guess my point is if I could buy

12

insurance today to cover us totally for 2 million

13

bucks, I would buy it right now because that's cheaper

14

than $3.6 million.

15

I need to go through a process of finding out these

16

things.

17

consolidate this, so I wouldn't need to have gone

18

through the supplemental budget path.

19

because it sounds like this body is not -- it's not

20

the favorite topic of a supplemental budget.

21

But we could provide whatever types of

But before I make those decisions,

So, you know, I purposefully wanted to

I mean just

22

information you want.

We will track it exactly the

23

same way, and I can transmit information as we

24

determine our spending pattern on this.

25

problem at all.
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COUNCILMEMBER KANE:

2

CHAIR HOKAMA:

3

that question, Mr. Kane.

4

Okay, I'm done for that.

Okay.

Thank you.

Thank you for

Ms. Tavares.

COUNCILMEMBER TAVARES:

Yes, thank you.

Maybe,

5

Mr. Kane, you can jot a note down when we come to look

6

at this, that we can put a proviso in there that there

7

be a report because I think it's a good idea.

8

seen one of these come through already, which is the

9

budget amendment which comes through the Committee,

We've

10

comes through the Council, comes through the

11

Committee, then goes back out.

12

of flexibility he's talking about will help shorten

13

that process, but we still need to know which

14

departments are spending that kind of money.

15

guess if they're going all out on trying to resolve or

16

bring to an end all of these 500-plus cases that, you

17

know, we need to do this.

And I think the kind

And I

18

We've had employees hanging out there for many,

19

many years, so I think that the reporting part, which

20

I feel is important for us to know what's going on,

21

that can be worked into this flexible system that

22

they're proposing, so I don't have a problem with that

23

too much.

24

CHAIR HOKAMA:

25

COUNCILMEMBER TAVARES:

Okay.

You have a question?
I didn't have a
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question, not a question specifically, but I think

2

that a lot of questions that are coming out in today's

3

session have to do with the departments themselves.

4

And if all Michelle and Wes can do is alert those

5

departments that these questions are being asked, and

6

at the time the department comes through, they will be

7

ready to answer the questions.

8
9

Because I know that one of them, I guess Mr.
Arakawa was asking about the fire fighters in Wailea.

10

And it's in the Budget Details.

11

shows all of the positions for the expansion at Wailea

12

and it's based on two months for some, 1.5 months for

13

others, and so some of that information is already in

14

our budget details.

15

going to go through them more thoroughly than what

16

we're going to do here.

17

And Page 8-24 it

But I think the departments are

And I kind of feel sorry for Mr. Lo because he's

18

not the expert on every department.

19

questions can come out and he'll just hand them over

20

or alert the departments, I think that will help us a

21

lot when we go through the rounds with the

22

departments, too.

23

And if maybe the

And if Members can jot questions down, you know,

24

as a reminder, oh, when Parks comes, I'm going to ask

25

them this, I mean that kind of helps the whole thing
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to go along, too.

Because live got all my questions

2

already for the departments.

3

CHAIR HOKAMA:

4

COUNCILMEMBER TAVARES:

5
6
7
8
9

coming up.

Okay.
Many more questions

Thank you.

CHAIR HOKAMA:

Thank you, Ms. Tavares.

Mr. Nishiki.
COUNCILMEMBER NISHIKI:

Wes, did we give you $1

million last year to deal with workman's compo because

10

you wanted to get many people off the rolls, and are

11

you going to give us an update on what happened to

12

that money that we gave you?

13

MR. LO:

Mr. Chair, Councilmember Nishiki, if

14

11m answering the proper question, actually, what was

15

provided in our B account or operations budget last

16

year was $150,000 increase so that we could start

17

doing various items to figure out what to do with our

18

worker's compensation area and risk management area.

19

To date we have spent $25,000, which was the

20

cost of the worker's compo audit.

21

expending that monies, that the rest of that monies

22

for operational things is frankly we were out, without

23

a risk manager during, I would say, the majority of

24

the year.

25

COUNCILMEMBER NISHIKI:

The problem in

Oh, so that money wasnlt
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2

expended then?
MR. LO:

We are going to try and what we can --

3

I mean we are starting -- we probably will be

4

encumbering some monies from now until the end of the

5

year under that, but because we actually have a

6

full-time risk manager as of I think the end of

7

February or the beginning of February.

8

COUNCILMEMBER NISHIKI:

9

CHAIR HOKAMA:

10
11

Thank you.

Thank you, Mr. Nishiki.

COUNCILMEMBER NISHIKI:

How much was that

amount?

12

MR. LO:

It was $150,000 to the B account.

13

COUNCILMEMBER NISHIKI:

14

MR. LO:

That's all?

Yes, the rest of the monies, I don't

15

believe, I may be mistaken, but on the claims side

16

where the real dollars are spent, I don't believe

17

there was any increases at all.

18

there might have been a decrease overall.

19

COUNCILMEMBER NISHIKI:

20

CHAIR HOKAMA:

21
22

In fact, I think

Thank you.

Thank you, Mr. Nishiki.

Mr. Molina.
COUNCILMEMBER MOLINA:

Thank you, Mr. Chair.

23

Wes, looking at Page 2-2 in our booklets under the

24

management category expenditures, I noticed a

25

projected increase from 7 million to roughly 11
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million, which is about a $4 million increase.

2

kinds of additional expenses are being projected to

3

justify this $4 million increase?
MS. YOSHIMURA:

4

5

What

Mr. Chair, maybe I could answer

that.

6

CHAIR HOKAMA:

7

MS. YOSHIMURA:

Michelle, Budget Director.
The increase -- there's a $2

8

million appropriation for traffic mitigation in the

9

Mayor's Office.

And there's also increases to the

10

economic development grants that are being provided

11

for this year.

12

program book, that gives you a list of the grants, the

13

proposed grants for fiscal year 2002.

14

several new grants, for instance, the Vacuum Cooling

15

Plant, the Paniolo Museum, small-town development,

16

Molokai Slaughterhouse.

17

the Maui Visitor's Bureau, the Arts and Cultural

18

Center, so those all contribute to the increase.

19

If you turn to Page 12-7 of your

CHAIR HOKAMA:

There are

There's an increase also to

All right.

Thank you.

Okay.

20

Thank you, Mr. Molina, for that.

21

would that 2 million for the traffic mitigation show

22

up?

23

COUNCILMEMBER ARAKAWA:

24

MS. YOSHIMURA:

25

CHAIR HOKAMA:

Michelle, where

Mayor's office.

In the Mayor's Office.
Okay.

Why would that be in
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Mayor's Office and not Public Works?

2

MS. YOSHIMURA:

Well, because the Transportation

3

Action Committee is actually under the Mayor's Office,

4

and the recommendations from that will probably flow

5

into the utilization of that money.

6

ordinance, we put a proviso for the $2 million and we

7

made it a line item, so it's specifically for

8

transportation.

9

So it's -- in the

And if we were to put it in highways, it would

10

be a supplemental transfer to the highway division, so

11

we left it in the Mayor's Office.

12

CHAIR HOKAMA:

Members, I still want you to

13

think about that, if that's where we want to put the

14

money.

15

MS. YOSHIMURA:

Maybe I should go further to say

16

that if we do a supplemental transfer to the highways

17

department, once we put the money in there, it's out

18

of the general fund.

19

than putting it in the highway fund and not having the

20

flexibility of later pulling that out, we just left it

21

in the Mayor's Office where we could use it on highway

22

projects, but not necessarily transferring all the

23

funds into the highway fund.

24
25

CHAIR HOKAMA:

It's stuck there.

So rather

No, I understand that,

Ms. Yoshimura, but I think the Council should have
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some say in what projects get funded.

2
3

COUNCILMEMBER ARAKAWA:

Just on that same topic,

Mr. Chair.

4

CHAIR HOKAMA:

Mr. Arakawa.

5

COUNCILMEMBER ARAKAWA:

Yeah, I was looking at

6

that, and it made absolutely no sense to me because

7

everything under the transportation, development of

8

highways and whatnot comes under Public Works, so all

9

the projects should come under the same thing in my

10

mind.

11
12

I just canlt see it.
CHAIR HOKAMA:

Okay.

Comment well taken.

other comments regarding that?
COUNCILMEMBER JOHNSON:

13

Any

Ms. Johnson.
Itls on a different

14

topic, but I just wanted to find out if Mr. Molina was

15

through.

16

COUNCILMEMBER MOLINA:

17

CHAIR HOKAMA:

18

Okay.

11m all done.
Thank you, Mr. Molina.

Ms. Johnson.
COUNCILMEMBER JOHNSON:

19

Okay.

20

question for Wesley.

21

the employeels retirement system?

22

MR. LO:

This is a

Which actuarial firm is doing

Mr. Chair, Councilmember Johnson,

23

actually, they just -- this year they have a new

24

firm.

25

they used the Segal Company.

I do not know the name of the firm.

Previously

I know that their
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offices out of San Francisco were working on it, but I

2

think they're actually a worldwide actuarial firm.

3

The reason I don't know the new one yet is because the

4

results, they're still working with the Segal Company

5

to wrap up this year, and now going forward, they were

6

transferring everything over to a new actuarial firm I

7

believe from the mainland.

8

request for proposal process.

9

They went through a

COUNCILMEMBER JOHNSON:

Okay.

And if I may,

10

Mr. Chair, in a very simplistic way, I think most

11

people -- because I've been in insurance, and it's not

12

that I have that much more of a working knowledge, but

13

I think maybe my brain is maybe more simple than an

14

actuary's is, what Mr. Arakawa is basically

15

questioning, and I think everyone of us should, is

16

how these wild fluctuations occur every year with the

17

employee's retirement system.

18

And if you think of it in this way, and I'll try

19

to make it very simple.

If you have an obligation to

20

payout a fixed benefit, means to auntie so-and-so

21

you've got to pay to her at such-and-such a time in

22

the future a benefit and you have to pay it out for a

23

certain period of time, you have to put enough money

24

aside to be able to payout that benefit in the

25

future.

IWADO COURT REPORTERS, INC.

223
1

What's happening though is because of stock

2

market fluctuations, because of investment practices,

3

also because of changes in the way that they're

4

actually accounting for, and this was at the State

5

level, what you're putting away is not going to be the

6

same amount.

7

So when you look at these wild fluctuations,

8

that's -- that's just one of the things that happens.

9

You're paying out future benefits with today's

10

dollars.

11

continue to happen as long as we have a stock market

12

that is what it is, and we have other investment

13

vehicles that don't payout consistently.

14

just the nature of the beast, and we have to plan for

15

the future.

16

And if for no other reason, it's going to

CHAIR HOKAMA:

So it's

I agree with you, Ms. Johnson.

17

Thank you for your comments.

18

Ms. Johnson?

19

COUNCILMEMBER JOHNSON:

20

CHAIR HOKAMA:

21

COUNCILMEMBER KAWANO:

Are you done,

Yes, that's it.

Thank you.

Mr. Kawano.

Mr. Chairman, for one

22

thing, I just want to say that, Michael, I give you

23

credit because I was looking at the same thing, and I

24

feel this shouldn't be here.

25

agree with you, it should be -- well, and my question,

And Mr. Chairman, I
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as Charmaine mentioned, I have some questions,

2

Mr. Chairman, but I feel that it could go to the

3

department and I say that I'm going to hold my

4

questions for that.

5

serving on Wes Lo, so at that time, maybe we'll bring

6

it up.

8

Thank you.
CHAIR HOKAMA:

7

And we're going to have second

thirds.

Possibly thirds.

Thank you, Mr. Kawano.

COUNCILMEMBER CARROLL:

9

Possibly

Mr. Carroll.

All my questions would

10

be more appropriate when the departments come before

11

us.

12

CHAIR HOKAMA:

Okay.

13

COUNCILMEMBER ARAKAWA:

Thank you.

Mr. Arakawa.

In -- I've got a

14

technical question for Brian concerning ERS.

15

State has a rule that anything over 8 percent I

16

believe goes -- is transferred to the general fund

17

from the retirement system.

18

there.

19

back in and compensate for that in the ERS

20

fluctuation.

21

The

There's a percentage in

And yet the counties are being asked to come

Could you look into it and see why that

22

shouldn't come out of the State general fund since the

23

overage is being contributed to the State general

24

fund, why it has to come out from the County fund as a

25

payment?
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2
3

CHAIR HOKAMA:

Mr. Moto, are you clear on the

question from Mr. Arakawa?
MR. MOTO:

No, to be honest, Mr. Chairman.

Let

4

me address the subject this way.

The law regarding

5

the employee retirement system generally requires it

6

to be fully funded actuarially.

7

goal of the fund.

8

assets within the retirement fund so that it by itself

9

using its own earnings can pay for all the present and

That is the long-term

In other words, to have enough

10

future retirement obligations of Government employees

11

in Hawai'i.

12

The current fund balance is insufficient to meet

13

that goal.

14

achieve that goal within 18 years.

15

that, but it's some number.

16

that goal is met, all of the employers, meaning the

17

counties and the State of Hawai'i must pay annually

18

into the fund a certain amount that will eventually

19

build up to reach that goal of full self-sufficiency

20

for the employee retirement service fund.

21

It would -- by law, it's required to
I'm not sure about

In the meantime, until

The fluctuations that were referenced by Mr. Lo

22

in his Power-Point presentation really reflect the

23

effects of Act 100 Legislation adopted I think three

24

years ago or two years ago that actually -- and to be

25

sure, it was actually adopted contrary to the position
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of the ERS Board.

2

if it were up to them, this Act would not have been

3

passed.

4

I think I should state that because

They opposed it.

The basic idea of this Act was to basically

5

benefit the counties and the State, to reduce their

6

contributions for two fiscal years, the fiscal years

7

mentioned by Mr. Lo.

8

the State Legislature identified certain excess

9

earnings to be applied to reduce the annual

And in order to accomplish that,

10

contributions made by the counties in those years.

11

there were some consequences of that.

12

amounts actually paid by the counties of those years

13

was much less than what would otherwise have been

14

required.

15

COUNCILMEMBER ARAKAWA:

So

First, the

If I may interrupt,

16

because you're getting away from my reasoning.

17

we were having the real boom where money was turning

18

around, we were earning a lot in interest, the State

19

passed a rule anything over, I believe it's 8 percent,

20

goes into the general fund of the State.

21

MR. MOTO:

That law has expired.

22

COUNCILMEMBER ARAKAWA:

23

MR. MOTO:

24

COUNCILMEMBER ARAKAWA:

25

MR. MOTO:

From ERS.

It no longer is in effect.
But it did.

Yeah.
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COUNCILMEMBER ARAKAWA:

And they were siphoning

2

off a lot of the excess.

3

legal aspect is why aren't they, because they siphoned

4

off the excess, why aren't they being required to put

5

it back in from the State level, why does it come to

6

the counties?

7

MR. MOTO:

My question to you from a

All I can say it's a matter of the

8

legislation that was passed.

That the State

9

Legislature determined that the earnings should be

10

used in those manners, in the manners just discussed.

11

Each of the

what basically happens as a consequence

12

is that the

every time a portion of the earnings,

13

investment earnings of the fund are used in this

14

manner, it basically retards, it delays the time by

15

which full self-sufficiency is attained.

16

COUNCILMEMBER ARAKAWA:

Well, essentially, what

17

it amounted to on a real level is if the money that

18

had been put in had been allowed to earn interest at

19

the rate that the economy was going.

20

probably be at self-sufficiency.

21

money was being -- was generating a lot of interest,

22

they siphoned it off and put it into the general fund,

23

the ERS was not allowed to increase at the rate it

24

could have increased, therefore, making it deficit in

25

times when the interest rate is not sufficient.

Then, it would

Because when the
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So they created a problem.

1

And now we're being

2

required from the County side to contribute to pay

3

back what they appropriated elsewhere.

4

I'm asking from a legal standpoint if we have any

5

grounds by which to require the State to make it up

6

rather than coming from the counties, because it takes

7

away from our ability to operate.

8

CHAIR HOKAMA:

9

MR. MOTO:

And that's why

Mr. Moto.

Mr. Chairman, no, I know of no such

10

legal basis.

If anything, the argument will be that

11

each of the counties benefitted from the laws passed

12

because they enjoyed basically one-time reduction

13

significant reductions in their annual ERS

14

contributions.

15

any comments on the policy, whether it was a good

16

policy, bad policy, but that's what happened.

I'm not saying that

I'm not making

17

And it is true that the ERS Board will -- has

18

informed us that, yes, the fund would have obtained

19

greater self-sufficiency earlier had these Acts not

20

been enacted.

21

COUNCILMEMBER ARAKAWA:

Well, there wouldn't

22

have had to be an ERS contribution from the counties

23

if they had left it alone.

24

it.

25

That's the bottom line on

That's the point.
On debt service, if I may, Mr. Lo, you're
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projecting an increase of let's see, a little less

2

than a million dollars for about $700,000 in debt

3

service, that is with all the projects that are

4

currently within the Administration budget?

5

MR. LO:

Correct.

6

CHAIR HOKAMA:

So in your estimation then from

7

what I've heard you say previously, the debt service

8

doesn't -- that amount doesn't bother you so much from

9

a finance standpoint as the ability to pay back, so at

10

this point, according to what I heard you saying, that

11

it actually might be a good idea to be borrowing to

12

fund the CIP-type projects because the interest rate

13

is low and the debt service, therefore, if we borrow

14

at this time would be at a lower rate than if the

15

interest rates were to go high?

16

MR. LO:

Mr. Chair, Councilmember Arakawa,

17

that's somewhat of a loaded question.

18

little - - if I can answer it a couple of ways.

19

one, the rates are down.

20

the debt service.

21

danger of borrowing more money and doing less cash

22

CIP, if that's what is being inferred, is that from a

23

fiscal policy standpoint, the one -- because we have

24

to deal with a balanced budget, you don't want to put

25

I think it's a
Number

We have an ability to cover

These are good things.

Now, the

-- I mean my theory is you don't want to put cash
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into something that's going to cause greater expense.

2

This is a discretionary item.

3

putting it into programs that will continue to have

4

future expenses, if you will.

5

million dollars now and put it into a program and say

6

I want to expand the program, whatever it is, then you

7

will have that million dollars every year.

8
9

You don't want to be

So if you took a

CIP, cash CIP will basically, I'll say that
again, we have to spend the money, all the money that

10

we recognize it will

11

year on a cash CIP.

12

I can -- there are sort of two things coming here.

13

Yes, I think, we're in a good -- we have good ability

14

to service our debt at this current time is number

15

one.

16

would I do less cash CIP?

17

depends on what you plan to do with the rest of the

18

money.

19

it doesn't recur the following
It's kind of a -- I'm not sure if

Number two is would I do -- if the question is
My response would be

COUNCILMEMBER ARAKAWA:

Well, that's why I

20

mentioned it.

21

that we could earn enough to make sure we cover the - -

22

we're covering the debt service, that's where I went

23

with this.

24
25

If we were to leave it in investments

Now, some of the things that I'm looking at in
this, for instance, we just got done approving the
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Woolworth's complex.

2

construct permanent facilities, this might be the year

3

to borrow the funding for those permanent facilities

4

provided that we can get the Administration to move

5

fast enough to look at acquiring it and establishing

6

it.

7

this might be the year to do it.

8

kinds of things that I think while we're deliberating,

9

Mr. Chairman, we need to be able to analyze and be

10
11

If we were now going to try and

If, you know, because the interest rates are low,
So those are the

cognizant of the opportunities that are here.
There are other proposals that were floated such

12

as the parking lot in Wailuku.

13

And I don't mean to go overboard on some of these.

14

But as it's been mentioned, there have been years that

15

a lot of these have been in the planning and the

16

waiting stage, and perhaps this is the year that we

17

should actually look at some of these facilities to be

18

created.

19

overextension.

20

the fixed expenditures versus the variable

21

expenditures I think we need to look at.

22

That's a possibility.

Now, we do have to be very careful as to
And again, that's why I caution that

But that was my understanding, and so from debt

23

service standpoint, you know, the amount that we're

24

willing to do might be something we should really

25

consider because you're looking at about $700,000 of
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additional debt service, and youlre also looking at

2

about a $50 million increase in expenditures this year

3

from my interpretation of the budget to this point.

4

And 11m sure welre going to get into discussion, but,

5

you know, $50 million outlay, that's a lot of money.

6

In the rental and facilities area -- I should ask if

7

there's anybody else that has questions, 1111 step

8

back.

9
10
11

CHAIR HOKAMA:

Why don't you ask your questions

on rental and facilities, Mr. Arakawa.
COUNCILMEMBER ARAKAWA:

Okay.

Rentals and

12

facility, I would like to know how much money welre

13

actually expending on rentals of facilities for our

14

offices.

15

renting space for, and I would like to get a general

16

feel for exactly how much that is.

17

a list with each facility that we are paying rent on

18

or doing some kind of copayment on?

19

I mean we have a lot of offices that we are

CHAIR HOKAMA:

Can you provide us

Mr. Arakawa, you wish to have

20

included those that are funded through the County, but

21

let's say for like Section 8 housing, which is federal

22

money, you would like to know regarding that

23

facilities also?

24

COUNCILMEMBER ARAKAWA:

25

CHAIR HOKAMA:

Right.

Okay.
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COUNCILMEMBER ARAKAWA:

And -- yeah, the entire

2

list because we need to know what's happening with our

3

rentals.

4

have here listed, it was a previously a Public Works

5

budget item.

6

taking it out like this?

7

you take it out of Public Works and list it separately

8

like this?

9

10
11

And the $60,000 for the Post Office, you

How is it different, and why are you

CHAIR HOKAMA:

In other words, why would

Who wants to answer for Admin.,

Budget Director?
MS. YOSHIMURA:

The Post Office is being used by

12

various departments, and so we put it down as a

13

County-wide cost rather than just charging it to

14

Public Works.

15

the County-wide cost area.

16

17
18

19
20

So we've moved it and we've added it to

COUNCILMEMBER ARAKAWA:

And you're adding

$60,000 increase.
MS. YOSHIMURA:

Correct.

The fiscal year 2001

budget was $40,000.
COUNCILMEMBER ARAKAWA:

Why is there -- from

21

$40,000, why is there an additional $60,000 for the

22

cost for the I guess this is a rental?

23

MS. YOSHIMURA:

Correct.

This is for rentals

24

and facilities which also includes like lao Theater,

25

the Old Lahaina Courthouse.

Any types of maintenance
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electricity, utility charges that we need to take care

2

of will come out of this line item here -- I shouldn't

3

call it a line item -- will come out of this category.

4

COUNCILMEMBER ARAKAWA:

You have here, and 11m

5

reading it, this is on Page 10, rentals, facilities,

6

increase of $60,000 for Post Office.

7

11m asking if it was $40,000 last year, why is there

8

an increase over doubling time and a half, 150 percent

9

increase over and above last year, why is that?

10

MS. YOSHIMURA:

And that's why

There's also electrical costs,

11

$200,000 in this particular category.

12

within each department for electricity, but we put in

13

a contingency in here for electrical costs that may go

14

over and beyond what we expect for 2002.

15
16
17

COUNCILMEMBER ARAKAWA:

We budgeted

Youlre not answering the

question.
MS. YOSHIMURA:

It's not just -- it's just not

18

the Post Office.

The original $40,000 was used for

19

maintenance or miscellaneous costs for our rentals and

20

facilities.

21

transferred it to this item.

22

for the Post Office.

23

$200,000 to cover electrical costs, so that's what

24

you'll see in this category.

25

COUNCILMEMBER ARAKAWA:

We took $60,000 out of Public Works,
So $60,000 is earmarked

We then additionally add another

Okay.

11m getting more
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confused.

2

MR. LO:

3

Councilman Arakawa.

4

CHAIR HOKAMA:

5

MR. LO:

6

always there.

7

the Post Office.

8

facilities for everything.

9
10

Maybe I can take a crack at this,

Mr. Lo.

I'm sorry, if I may.

It was 40,000 the prior year not for
So there was 40,000 in rental and

COUNCILMEMBER ARAKAWA:
MR. LO:

The $40,000 was

For everything.

Other than the Post Office.

So this

11

year you shouldn't -- we said, well, there was $60,000

12

in the Public Works budget, let's throw that over.

13

it's not the Post Office went up from 40 to 60.

14

was already 40 for other miscellaneous items in the

15

prior year's budget.

16

added the 60 for the Post Office and then 200 for the

17

electrical.

That transferred over.

COUNCILMEMBER ARAKAWA:

19

that's having a problem with this?

20

COUNCILMEMBER TAVARES:

21

COUNCILMEMBER KANE:

22

COUNCILMEMBER ARAKAWA:

24
25

There

Then we

Did that help?

18

23

So

No.

No.

Am I the only one

Yes.
I'm unclear, too.
I'm just reading it,

increase of $60,000 for Post Office.
MR. LO:
extent.

Yeah, maybe that's misleading to some

If you don't look up at the board, last year
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1

there was one item in there let's say, a $40,OOO-item

2

for miscellaneous rental and facilities, okay.

3
4

COUNCILMEMBER ARAKAWA:
this.

What did we pay for the Post Office last year?

5

MR. LO:

6

COUNCILMEMBER ARAKAWA:

7

$60,000.

MR. LO:

9

COUNCILMEMBER ARAKAWA:

Yes.

MR. LO:

12

COUNCILMEMBER ARAKAWA:

14

For the Post Office,

what are we paying this year?

11

13

So we paid $60,000 for

the Post Office?

8

10

Wait, let me ask you

Approximately $60,000.
So there is no increase

for the Post Office?
MR. LO:

Yeah, we're talking about an increase

15

to this account because we took it out of Public Works

16

and transferred it over into the county-wide account.

17

COUNCILMEMBER ARAKAWA:

Oh, okay, that makes it

18

a little bit clearer, so it's not the Post Office

19

being increased.

20
21
22

CHAIR HOKAMA:

It's one of those accountant

tricks.
COUNCILMEMBER ARAKAWA:

23

different.

24

interpretation.

25

Okay.

No, I'm just reading it

That's why I'm asking for the

CHAIR HOKAMA:

Not a comment on your question,
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1

Mr. Arakawa.

2

would understand my crack.
COUNCILMEMBER ARAKAWA:

3

4
5

6

But if you understand accountants, you

I understand your

crack.
CHAIR HOKAMA:

Mr. Arakawa, can I move on and

let the other Members?

7

COUNCILMEMBER ARAKAWA:

8

CHAIR HOKAMA:

9

COUNCILMEMBER KANE:

Yeah, go ahead.

Mr. Kane.
Thank you, Mr. Chairman.

10

And this may be a question more appropriate for when

11

we talk to Department of Finance, specifically to

12

Department of Finance.

13

That the overview that you gave, Wes, on the

14

debt service, when you talked about the carry-over

15

savings aspect, prior to 2000, the carry-over savings

16

was used to pay debt service.

17

described it a distinctly approach to it.

18

kind of went over my head, and I just wanted to get,

19

you know, clarity to that, and I just wanted to bring

20

that forward.

21

From 2000 forward, you
So that

I made a note and perhaps that would be more

22

appropriate when we discuss specifically with Wes for

23

Department of Finance.

24

mean if it's now or then, later.

25

CHAIR HOKAMA:

I don't know, Mr. Chairman.

I would prefer when we get into
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1

the review of the department.

2

COUNCILMEMBER KANE:

3

CHAIR HOKAMA:

4

Okay.

Thank you.

COUNCILMEMBER KANE:

6

CHAIR HOKAMA:

No.

Thank you.

Ms. Tavares,

anything?

8

COUNCILMEMBER TAVARES:

9

CHAIR HOKAMA:

No.

Thank you.

10

COUNCILMEMBER NISHIKI:

11

CHAIR HOKAMA:

Mr. Nishiki.

No.

Thank you.

Mr. Molina,

12

Ms. Johnson, Mr. Kawano, Mr. Carroll.

13

Mr. Arakawa.

14

Any other

question at this time, Mr. Kane?

5

7

No problem.

COUNCILMEMBER ARAKAWA:

Thank you.

Thank you.

Under Page

15

11, risk management county-wide.

16

the self-insurance, insurance premium and worker's

17

compensation, those numbers, I assume that under

18

self-insurance, 1.7 million, that is what we have and

19

we're retaining as a self-insurance fund; in other

20

words, it's not an expenditure, it's like a bank

21

account that we have we put the 1.7 million on the

22

side for?

23

CHAIR HOKAMA:

24

COUNCILMEMBER ARAKAWA:

25

You're looking at

Yes, to settle claims.
To settle claims.

So

that's not really a total expense, that's just how
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1

much you feel we need -- is the 1.7 million

2

comfortable in what your projections are as far as how

3

we've been dealing with insurance settlements?

4

MR. LO:

Mr. Chair, Councilmernber Arakawa, you

5

know, I have to say I don't know.

6

for additional monies at this point in time, I'm

7

trying to use the monies, you know, by the added

8

flexibility to see how we can deal with it.

9

And rather than ask

If we are, in fact, in a position that we need

10

more monies where we actually get our true reserves

11

and we are able to put it on a spreadsheet to show our

12

estimate on a timing standpoint, you know, I may --

13

you know, I know this is not the pleasure of this

14

Committee to necessarily corne back for supplementals,

15

but I'm a little bit hesitant to corne in with a

16

asking for a dollar amount that I don't know of as an

17

accurate amount.

18

two or three months, we'll have a much better picture

19

of where we're at.

20

So I think, you know, in the next

COUNCILMEMBER ARAKAWA:

And one of the reasons

21

I'm asking for this is continuously throughout all of

22

the acceptance of roadways, easements, we've been

23

adding a lot to the County, and therefore, our

24

liability, our risk is higher.

25

try and get a correlation on is by adding all of

What I would like to
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these, how much more risk can we actually absorbed.

2

So if we're coming in with a fairly flat amount

3

projected over the last five years or so, then it

4

tells me that we haven't really added that much more

5

risk, even though we've absorbed some of these

6

things.

7

But when we're looking at, for instance, the

8

State Beach Reserve area, the comment was made, "Well,

9

we're going to be absorbing all these risks."

And I

10

would really like to get a good perspective of what

11

those risks, the actual numbers are on all the things

12

we've actually absorbed.

13

The 1.7 million, I guess if the Administration

14

is comfortable with it, I can go along with it, but I

15

think it's fairly low.

16

put money in here, it's sort of been like our safety

17

net, and we've actually pulled money out of this

18

account to move to other areas, but this is one of the

19

areas we've sort of padded just because it was a

20

safety area and we didn't really know what the numbers

21

were going to be.

22

In the past Councils when we

It was very nebulous.

So in my mind, I think that number is low, but

23

if the Administration feels safe with it, then that's

24

really your prerogative.

25

assume that is the premium for the $500,000 minimum.

In the insurance premium, I
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MR. LO:

It's actually not a 500,000 -- that's

2

the actual premium, our actual -- I'm getting, trying

3

to think of the proper terminology, but our

4

deductible, if you will, or our self-insured

5

retention, I guess they call it, is much lower than

6

the $500,000.

7

deductible.

8

retention, but I can provide the policy limits.

9

varies for all of the categories.

10
11
12

I think it's $100,000 on our
Anyway, $200,000 on our self-insured

COUNCILMEMBER ARAKAWA:

It

But that's the premium

for the one we currently have for county-wide?
MR. LO:

Actually, I think it was slightly less

13

than that of the actual amount paid, but it was pretty

14

close to that figure.

15

COUNCILMEMBER ARAKAWA:

And that covers

16

basically all of the facilities in all of the areas

17

such as our highways, parks?

18

19
20

MR. LO:

Yes, it does.

And we actually have

added some liabilities for catastrophic events.
COUNCILMEMBER ARAKAWA:

Okay.

Mr. Chairman,

21

that's an area when we have the risk management group

22

come in to discuss, I would like to be discussing.

23

Because at one point we talked about a blanket

24

insurance policy for covering most of the County

25

sponsored events and to be able to have people tie
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into our policy when they're having athletic events,

2

so that's an area I would like to get back into.

3

And the worker's comp., the 1.47 million, with

4

all the work you guys are doing in worker's comp.,

5

you're comfortable with that number?
MR. LO:

6

Again, Mr. Chair,

7

Councilmember Arakawa, I wouldn't characterize it

8

being comfortable with it, but until I have further

9

information, I think I would -- you know, again, we're

10

trying to gather all that information at this point in

11

time.

12

funds at this point when we have a better handle, I

13

think we may be able to shift a lot of risk around

14

perhaps by more insurance and, you know, be paying

15

less out in claims that we could hopefully work within

16

this budget to accomplish that.

17

And again, rather than asking for additional

COUNCILMEMBER ARAKAWA:

Because what we were

18

told earlier as far as worker's comp., you were trying

19

to settle like 500 claims plus or minus.

20

you're going to be putting that concerted effort into

21

this area, again, it's your call as to the total

22

number, but I would guesstimate that this is probably

23

very low if we really go out after all those claims to

24

try and get it back to where it should be.

25

And if

Now, again, you know, it depends on how much
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1

staffing and how fast you guys can work to do that,

2

but I would -- I would think that number is fairly

3

low.

But again, it's your call.

4

CHAIR HOKAMA:

5

COUNCILMEMBER ARAKAWA:

6

Mr. Arakawa.

in that area.
Okay.

7

CHAIR HOKAMA:

8

COUNCILMEMBER KANE:

9

CHAIR HOKAMA:

Thank you.

Tavares, Nishiki.

COUNCILMEMBER NISHIKI:

11

CHAIR HOKAMA:

Pass.

Molina, Johnson, Kawano,

Carroll, Mr. Carroll.

13

COUNCILMEMBER CARROLL:

14

CHAIR HOKAMA:

15

COUNCILMEMBER ARAKAWA:

16

Mr. Kane.

Pass.

10

12

Yeah, that's what I had

Okay.

Pass.
Members, it is 5 to 4.
I have a couple more

questions, Mr. Chairman.

17

CHAIR HOKAMA:

Proceed.

18

COUNCILMEMBER ARAKAWA:

On the real property

19

tax, could you give us a breakdown as to all the

20

different categories of the areas?

21

percentage breakdown here in the budget document on, I

22

don't know what page it was.

23

know is if you've calculated in the bed and breakfast

24

type categories, if that's an area that you could

25

delve into as to whether what you might project as

I know we have a

What I would like to
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1

income in that area and how we can deal with that and

2

also home occupation type businesses, if youlre going

3

to do the difference.
MR. LO:

4

There actually -- we certify based on,

5

you know, actual, yeah, ordinance as well as the

6

actual zoning.

7

home occupation, et cetera, itls based on zoning

8

frankly.

9

changes based on applicants, et cetera.

10

So we could provide it.

11m not sure,

I think a bed and breakfast, therels some

And 1111 provide a breakdown to the best of our

11

abilities on all the PIT Codes, which is basically how

12

we certify.
COUNCILMEMBER ARAKAWA:

13

Okay.

And Mr. Chairman,

14

in our discussions, when we get into this area, there

15

was a lot of discussion with the ag bill as to

16

charging or creating a difference between those that

17

actually farm and those that donlt and try to create

18

residential units out of those and tax them

19

appropriately.

20

when we get to this area of real property tax.

I would like to have that discussion

21

CHAIR HOKAMA:

22

COUNCILMEMBER ARAKAWA:

23

CHAIR HOKAMA:

24
25

Okay.

Thatls fine.
11m done.

Thank you.

All right.

time
COUNCILMEMBER TAVARES:

Mr. Chair.
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1

CHAIR HOKAMA:

Yes, Ms. Tavares.

2

COUNCILMEMBER TAVARES:

Excuse me, since Alan

3

brought up that question about the real property tax,

4

could we have your division work up the projected

5

revenues based on the valuations, the present

6

valuations at the 1999 tax rate so we could take a

7

look at that, too?

8
9

CHAIR HOKAMA:
Ms. Tavares.

Thank you.
Okay.

Thank you for that,

At this time, the Chair is going to

10

have -- ask the staff to present some questions on

11

behalf of the Chair.

12

MS. KAWASAKI:

Richelle.
Mr. Chair, we'll be submitting a

13

request to either the Director of Finance or the

14

Budget Director to provide a table that shows the

15

current real property tax rate according to

16

classification.

17

proposed tax rate and then the difference in cents

18

between the two, last year's and then the proposed and

19

then the difference in percent.

20

Next to that they would have the

CHAIR HOKAMA:

Okay.

Members, and then, yes,

21

why don't we add, consolidate Ms. Tavares' request at

22

the same time, so then another column would be with

23

the '99 rate.

24

COUNCILMEMBER TAVARES:

25

CHAIR HOKAMA:

Okay.

Yes, thank you.
Members, anything else,
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Richelle or Tamara, any questions on behalf of the

2

Chair?

3

says 4:00.

4

Yes, Mr. Arakawa.

5

Okay.

Thank you.

Okay, Members, my watch

I don't know about our Committee watch.

COUNCILMEMBER ARAKAWA:

Just one more question

6

that's sort of general.

7

all the projected funds that will come in that are

8

unaccounted for in the normal method; in other words,

9

every year the Police Department gets so much funding

10

If we could get an amount of

from drug busts.

11

CHAIR HOKAMA:

Forfeiture.

12

COUNCILMEMBER ARAKAWA:

Forfeiture, the grants

13

that come in, they're not part of the normal

14

budgeting.

15

those that have come in.

But if we can get an amount of all of

16

CHAIR HOKAMA:

17

COUNCILMEMBER ARAKAWA:

18

CHAIR HOKAMA:

19

Okay.
The projected.

Anyway Members, while Richelle

and Mr. Arakawa --

20

COUNCILMEMBER NISHIKI:

21

CHAIR HOKAMA:

22

COUNCILMEMBER NISHIKI:

Chairman.

Yes, Mr. Nishiki.
Yeah, general question.

23

Wesley, did this Administration ever look at where you

24

would be getting additional revenue funds at all?

25

notice there was no proposal on really looking at
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areas in which we can generate money.

I mean that's

2

been my problem.

3

spent, and it's all based on prosperity, but, you

4

know, some of the suggestions that were made today in

5

regards to TAT and vacation rentals and stuff like

6

that, I notice this Administration was very low on

7

suggestions as far as how to generate money, but a lot

8

on spending money.

9

look at it?

Here we've got a lot of money to be

That's my concern.

Did you at all

I don't know tipping fees?

10

CHAIR HOKAMA:

11

MR. LO:

Mr. Lo.

Mr. Chair, Councilmember Nishiki, we do

12

actively look for other fundings, and you won't

13

necessarily see it in this budget document.

14

example, I think Ms. Lee's Housing and Human Concerns

15

area brought in, I'm not sure of the amount, a lot

16

more Section 8 monies, et cetera.

17

of transient accommodations, I think there will be

18

some ordinance brought forward.

19

timing standpoint, you know, until it's passed into I

20

guess law, if you will, from the Council, we cannot

21

actually do that.

For

Also, in the area

Unfortunately, from a

22

I mean we're looking at now obviously the

23

ability to do other forms of, you know, real property

24

tax, let's say, et cetera.

25

law, I mean it takes some time to get to the point

But until we pass it into
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where we can actually propose it in the budget.

I'm

2

not sure this is the -- I mean we can talk about the

3

things that we're trying to do, but I'm not sure that

4

we can -- I mean I think it would be improper to

5

propose it based on, you know, potential happenings.

6

You know, again, the transient accommodations

7

area, you know, trying to improve that and get more

8

revenues out of that, we're looking at it right now,

9

but it's premature to put into the budget.

10

COUNCILMEMBER NISHIKI:

Well, but we looked at

11

it last year and -- and that was last year.

12

recommendation came down two years ago, but that was

13

two years ago.

14

trying to pin you, but I'm still saying that if we

15

bring this up, then we're going to ask you -- can we

16

ask you to do some research?

17

just discussing this with Charmaine.

18
19

A

And so, Wesley, it's like, I'm not

I mean, you know, I was
Charmaine goes,

"Well, da, da, da," meaning that she didn't feel like
I don't know.

I won't speculate, but, you know,

20

her suggestion was, well, let's go contract somebody

21

to do it then if you don't want to do it.

22

Would you be -- would you be open to some

23

consideration like this in this year's budget?

24

can knock off some numbers.

25

said we're losing maybe a million dollars in

You

I mean they came up and
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revenues.

2

up to the plate.

3

And so I mean, you know, someone that steps

MR. LO:

As it relates to specific areas, I

4

think we could talk more specifically about it.

5

think as a broad statement, I mean I would have to

6

sort of look at the specific things.

7

instance, in the transient accommodations area, we

8

are -- I mean, as I understand, and I'm not party to

9

doing the ordinance itself, we're at the verge of

I

Again, for

10

presenting some ordinance I believe, and so on and so

11

forth.

12

So specific areas, I think I could talk to you

13

more specifically on a broad basis.

14

that would have to be looked at.

15

review and sort of see our opportunities out there for

16

other revenue sources.

17

continue to look for them.

18

and we'll take that back to the Administration

19

regarding trying to see if we can get added assistance

20

for that.

21

You know, I think

We would have to

You know, we will definitely

COUNCILMEMBER NISHIKI:

Your point is well taken,

Yeah.

I think this is

22

the problem that I know I have.

You know, spend,

23

spend, spend, but no real arena for revenue resource.

24

And ultimately, you know, we can fool the general

25

public in saying,

nOh, okay, we're not going to raise
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your property taxi in fact, we'll drop it in some

2

levels."

3

But then when the real picture comes out when we

4

ask you to present where the money is coming from in

5

regards to, you know, the appreciation of many areas,

6

I think we're going to have some problems, to be

7

honest with you, you know.

8
9

People, you know, said

"Okay, we're not going to raise your taxes, but your
valuation goes up."

That's easy to do, but yet I just

10

think it's not honest.

11

you want to spend?

12

Mr. Chairman, so I think it's incumbent upon this upon

13

this Council to challenge this Administration this

14

year.

15

CHAIR HOKAMA:

People are going to go, "Well,

Then find a revenue source."

Point well taken, Mr. Nishiki,

16

and my comment to you is that maybe it's something

17

that you would like to see maybe the Council initiate

18

and we could put it as part of the Council's budget to

19

put funds to look at the things.

20

But I do recall for you veteran Members that two

21

years ago, Mr. Nishiki, under your Committee

22

leadership, that one of the reasons why I recall Mayor

23

Apana requested some additional flexibility in his

24

budget was so that we could expand the ability of

25

grant writing and to secure more grant funding from

IWADO COURT REPORTERS, INC.

251
1

the outside, if I recall correctly.

2

COUNCILMEMBER NISHIKI:

3

CHAIR HOKAMA:

Yeah.

So maybe Michelle, Ms. Yoshimura,

4

you can prepare either the department, or when we

5

review management's or Mayor's budget, for them to

6

respond to that question regarding what happened to

7

the expansion of grant writing or grant requests and

8

how it turned into actual dollars for the County of

9

Maui.

10

Okay.

Mr. Arakawa.

COUNCILMEMBER ARAKAWA:

Mr. Chairman, I would

11

like to request that we have a separate session to

12

discuss revenue generation as part of this budgeting

13

process, and because I don't want to discuss all of it

14

right now, it's going to take too long.

15

have been proposals, for instance, allowing businesses

16

to operate on County property, like County parks,

17

concession stands, things of that nature.

18

the agricultural district, the farming versus

19

nonfarming, the bed and breakfast type issues.

20

But there

Looking at

In this case, you know, maybe even generating

21

additional revenues by purchasing properties that we

22

project that we will need for the County and then

23

being able to take some of the properties we don't

24

need and be able to sell them.

25

that we do as a County, you know, we will purchase but

In a lot of things
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then we give things away and maybe we should be able

2

to do a comprehensive analysis of what our inventory

3

is and how we can I guess leverage our ability to

4

provide for our community rather than just give things

5

away.

6

kind of things, it might be helpful, so that as welre

7

deliberating in the budget, we might be able to put

8

monies aside to say, letls go look after these things

9

to see how we can generate revenue from a budgetary

10
11

If we can have a session to just discuss those

standpoint.
CHAIR HOKAMA:

Okay.

Mr. Arakawa, the Chair

12

will take that under advisement and report back to the

13

Members on that request.

14

trying to hold to the schedule so that you can

15

continue to do your other activities in and around

16

your office.

17

Okay.

Members, again, 11m

So Members, we will start off with the schedule

18

as stated for tomorrow, and we will rework the

19

Department of Civil Defense and Mr. Carl Watanabe in

20

again, reschedule the Department of Finance

21

presentation overview to the Committee.

22

COUNCILMEMBER KAWANO:

23

CHAIR HOKAMA:

24

COUNCILMEMBER KAWANO:

25

Mr. Chairman.

Yes, Mr. Kawano.
Since we never hit Civil

Defense, are we just going to continue with him and
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1

schedule him on a different day or something?

2

CHAIR HOKAMA:

3

COUNCILMEMBER KAWANO:

4

CHAIR HOKAMA:

5

COUNCILMEMBER TAVARES:

6
7

8
9
10

11
12

That's correct.
Okay.

Thank you.

Thank you.

Okay.

We'll have Fire tomorrow

morning?
CHAIR HOKAMA:

We'll start with Fire in the

morning, Ms. Tavares, yes.
COUNCILMEMBER TAVARES:
CHAIR HOKAMA:

Thank you.

Thank you.

This meeting is

adjourned ... (gavel) ...
ADJOURN:

4:06 P.M.
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