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CHAIR PONTANILLA: . . . (gavel). . . The Budget and Finance Committee meeting for
March 22, 2010 is now in session. The time is 9:13. Good morning, Members.
COUNCILMEMBER VICTORINO: Good morning, Chair.
CHAIR PONTANILLA: At this time, the Chair would like to recognize the Members
that are here this morning. We do have Members Molina.
COUNCILMEMBER MOLINA: Good Morning.
CHAIR PONTANILLA: Good morning. Member Baisa.
COUNCILMEMBER BAISA: Good morning, Chair.
CHAIR PONTANILLA: Good morning. Member Kaho' ohalahala...good morning.
Member Medeiros.
COUNCILMEMBER MEDEIROS: Aloha. Good morning, Chair.
CHAIR PONTANILLA: Good morning. Member Nishiki.
COUNCILMEMBER NISHIKI: Morning.
CHAIR PONTANILLA: Morning. Member Victorino.
COUNCILMEMBER VICTORINO: Aloha and good morning, Chair.
CHAIR PONTANILLA: Good morning. Excused at this time are Members Johnson and
our Chairman, Mr. Mateo. With us this morning supporting the Committee, we
do have Council Staff. We do have Legislative Analyst, Gayle Revels, as well as
Scott Kaneshina and our Committee Secretary, Yvette Bouthillier Joining us this
morning are members of the Administration. We do have the Mayor, Charmaine
Tavares. Good morning.
MAYOR TAVARES: Good morning, Chair.
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CHAIR PONTANILLA: Our Finance Director, Mr. Kalbert Young. Good morning.
Our Budget Director, Mr. Fred Pablo.
MR. PABLO: Good morning.
CHAIR PONTANILLA: Good morning. And our Corporation Counsel, Ms. Traci Fujita
Villarosa. Good morning. Members, we are in receipt of the Fiscal Year 2011
Budget as proposed by Mayor Tavares. As all of you are aware, we are now
tasked with reviewing her proposal. The Maui County Charter requires the
Council pass the budget on or before the 31 st of May. If the County Council fails
to pass the budget by that date, the budget proposed by the Mayor shall be
deemed enacted as the budget for the ensuing fiscal year. The Budget and
Finance Committee has scheduled 21 deliberation meetings to review the
proposed budget with the appropriate departments and grantees, eight district
meetings throughout the County, and five meetings to make decisions on what to
recommend to the Council for inclusion in the final County budget. The Council
will hold four public hearings and two Council meetings to complete its work on
the budget. I would like to thank all of the Members in advance for their time and
hard work in reviewing the Mayor's proposed budget. The Chair this morning
will postpone public testimony until after Mayor Tavares addresses the
Committee. Any objections?
COUNCIL MEMBERS: No objections.
CHAIR PONTANILLA: Thank you. This morning, the Committee is honored to have
Mayor Tavares with us. She will provide us with an overview of her proposal.
Following her presentation to the Committee, the Members will have an
opportunity to ask questions of the Mayor. And at this time, I would like to call
on, upon Mayor Tavares. Good morning.
MAYOR TAVARES: Thank you very much, Chair Pontanilla and Members of the
Budget Committee. Once again, it's nice to see you. As we discussed in both the
State of the County address that I gave over a month ago and the presentation,
officially, of the budget to you last Monday, we have a challenge in trying to
formulate a budget that meets the needs of three islands and at a cost of over half
a billion dollars. And this budget was not put together very lightly. There were
many, many hours of intensive work with the departments, with members in the
community, and I think what we have presented to you is a very sound budget.
Every year in the past three years, presenting a budget to you all has been very,
very challenging, 'cause we have seen and experienced and felt the impacts of a
downturn in the global economy as well as how it's impacted us here in our own
3
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County, Maui County. This year's budget was especially difficult because the
economic reality of what was before us. We were gonna face a 53, or we faced a
$53 million gap in order to support programs and services in this budget. And as
I'd mentioned on several occasions before that, you know, balancing a budget is
not just merely an exercise in plus and minuses of dollar amounts. We have to
look at very carefully what the impacts of those pluses and minuses are, and on
both sides, the minus and the plus. In raising revenue and in cutting costs there
are impacts.
What we tried to do with this budget is to sort of spread out the impact of having
to raise revenues sufficient to meet our most basic needs in the County of Maui.
We've had to look at all parts of our operations and our services. We focused on
the balance of raising revenue, restricting expenditures, and reducing services in
this budget. And when programs or services are reduced, whenever possible,
we've tried to utilize and look at other outside sources or revenues in order to
meet those same needs and carry out those same services.
So as you know, the total revenue for Fiscal '11 was gonna be a 5...55...well, the
total of our budget for Fiscal '11 is 530 million, which is a 6 percent decrease
from the budget in this current fiscal year. And we're expecting to have
$33.4 million less in the County's budget as compared to this fiscal year. The
County's projected revenue of 530 million will provide funding for an operational
budget of 446 million and a Capital Improvement Program budget of $83 million.
The significant decrease in the County's budget is the consequence of the
downturn in our economy, as I stated before. Our operations overall, there was a
decrease of about $15 million from the previous fiscal year. At the same time, we
had union contracts requiring salary increases for police and firefighters. And in
adjusting into the declining economy, we have reduced the County's operating
expenses by postponing purchases, delaying the filling of some positions, and
restricting other expenditures.
Unfortunately, cutting expenditures also meant that we would propose a
proposal...we would propose having a furlough for most employees for 12 days
in the next fiscal year. This equivalent in dollars is about 4.6 percent. Furloughed
employees include the unionized HGEA and UPW employees; division heads and
other managers; appointed staff, including directors and deputy directors; and of
course we still have to consult with the union on those programs or the furlough
plan with each of the two unions in order to move forward with this. All of these
efforts have helped reduce the operating expenses by $15 million this year. We
continue our commitment to support the many non-profit agencies that provide
essential services in our community It is important to note that we are proposing
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nearly $1 million in County grants to non-profit agencies for housing-related
programs, close to 8 million in human concern grants, 5 million in transportation
grants, and 7 million in grants for economic development, environmental
protection, watershed protection, and conservation. Maui County's, County's
financial support of non-profit agencies is the largest in the State. The combined
total in the State of the other three counties in what they give to non-profit
agencies is totally $9 million for all three other counties. Maui County's
commitment is...is the proposing of nearly $30 million in funding support for
non-profits.
There are a number of programs and services that fall within the jurisdiction of
the State that have long-term benefits for our community While we are unable to
provide the same level of funding as we have in the past, my Administration is
committed to providing funding to help them continue at a time when they are
faced with substantial and devastating funding losses from the State. Our CIP
program, which is extremely important to the well-being of our community and
part of our economic recovery on our own level, we are proposing $83 million in
projects, which is only 18 million less than, than this current year. There are
72 CIP projects including in the proposed budgets.
To reduce the impact of the decreased budgets, departments have been successful
in seeking grants and donations resulting in outside additional funding of
51 million. This brings the Fiscal '11 total to $135 million for our plans to
continue improving and expanding County infrastructure and facilities. The
County has a...is a significant economic engine in our local economy. Keeping
infrastructure projects moving forward is most important for our community and
for job stimulation. And I think we've all seen when we don't pay attention to
these areas, maybe not in our County, but in other areas...at other places where
they have stopped doing CIP projects or reduced it to a really low level, that later
on they have a lot of problems trying to keep up with the infrastructure. The
replacement costs, the maintenance costs, the reconstruction costs are a lot higher
than if we had continued on a CIP pattern or a path that led us to keep our
infrastructure in responsible shape.
In revenues, the proposed budget provides County revenues totaling 530 million,
a 6 percent decrease from this Fiscal Year. This $33 million decrease stems from
the revenue shortfalls in the current year and lower projected revenues for Fiscal
Year 2011. The largest component of our County revenue is real property tax. In
Fiscal Year 2010, the real property tax revenue was 233 million or 41 percent of
total revenues. As we all know, the slowdown in the economy has had a drastic
impact on our real property and our real property assessed values. If the tax rates
remain at the same level as the current year, it would mean a projected revenue
5
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decrease of $30 million to the County and would lead to a serious reduction of
essential services, services to Maui County residents.
Maui County has historically had the lowest tax rates in all the Hawaii counties.
In our current fiscal year, our income from real property taxes was 233 million.
We are proposing to adjust the tax rates so that 223 million in real property taxes
can be generated. This will be still $10 million less than our current year, but
will, will enable the County to preserve the necessary revenues and still provide
Maui County homeowners with the lowest rates in the State. On average, this
means that even with the rate adjustment, most homeowners, most homeowners
will pay about the same as they're paying this year.
We have the TAT looming large still over our, over our heads. And while we've
taken action to promote and, and lobby our legislators at the State to preserve our
TAT, or most of it, we still don't know what the outcome of that is going to be.
We know the bill's passed the House and the Senate, and now they're going to go
to Conference Committee, I believe. So, we will still have to stay vigilant in
making our case for keeping our fair share of the transient accommodation tax or
the room tax. Right now, we have 17 5 million in our budget that represents the
TAT, and if we lose that 17 5 million, that loss could be devastating to public
programs and services and would cause a negative rippling effect throughout our
community for the residents and businesses, and particularly for the tourist
industry.
We actively oppose the losses of TAT, and I wanna take this time to thank you,
Members, who have written testimony to both those committees stressing the
importance of our keeping the TAT. Thank you very much for taking the effort to
try to get the State Legislature to see the importance of the TAT to our County.
In order to meet our rising costs and need to continuously upgrade and expand our
infrastructure, small rate increases are proposed for water, wastewater, solid
waste, and the highways operation. We need sufficient funds to maintain and
operate these systems to protect our public health, the environment, and our
substantial investment in infrastructure in the past.
The benefits of the County-operated Waiehu Golf Course and the Maui Bus are
enjoyed by many in our community but in order to help pay for the expense of
operating the golf course, we are proposing a small increase in golf fees. For
example, the weekday rates will go up $2.
We're also proposing a change in the bus fares to help pay for bus operations and
for the construction of bus shelters. I recognize the value of our bus service to the
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community and believe that we can continue to support keeping bus fares at a
portion of what it costs the taxpayers to operate. Our bus service costs upward of
7 million to operate or about $4 per...per passenger. In this budget proposal, the
scheduled routes will continue to cost $1, free routes will also cost $1, and the
commuter routes will increase from $1 to $2, all well below the $4 per passenger
trip it costs the County to provide this service.
In Fiscal Year 2011, the budget proposal also includes over 102 million in
proposed revenue from grants from the Federal, State, and other sources.
Balancing the needs and wants of our community with shrinking revenues is a
considerable challenge and unlike anything the County has ever had to deal with.
Time and time again though, we've seen our community pull together to help one
another. Now we need your help and everyone's help. And if everyone shares in
the effort, it will help us get through this difficult year. Our employees have been
working hard and their willingness to do more with less is certainly appreciated
by all of us. And I also wanna thank our non-profit community for working with
us on their budget proposals and for increasing their own efforts to seek outside
resources to fund their programs. Most of our non-profit organizations have
stepped up to the plate to do what they can in these lean economic times that are
affecting everyone.
As I've said before, we have tried to put forth a budget where everyone tries to
give a little or do with a little bit less so that no one group of people bears the
entire brunt of a budget shortfall for the County of Maui. And if everyone
participates in this a little, I think we can, we can survive quite nicely and prepare
ourselves for the following fiscal year. My staff and I are looking forward to
working with you in the coming weeks as you begin the review. You're gonna
have a review today of the funds and the, the revenues for...from Mr. Pablo and
from Mr. Young. And I would encourage you to revisit their presentations
periodically throughout your review so that you can keep in mind just exactly
what we're up against and what steps have been taken to try to get a balanced
budget to you folks with this presentation.
So, thank you very much for allowing me to be here this morning to give some
opening remarks.
CHAIR PONTANILLA: Thank you, Mayor Tavares, for your opening remarks
regarding the fiscal year proposal...budget. At this time, I'm, I'm gonna go left
to right to make it real consistent in our questioning of not only the Mayor but the
departments. Mr. Molina.
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COUNCILMEMBER MOLINA: Yeah. Thank you, Chair. And before I ask the Mayor
any questions...do you want our, our questions just to be framed with just the, the
Mayor's comments this morning?
CHAIR PONTANILLA: Yes.
COUNCILMEMBER MOLINA: Keep it at that?
CHAIR PONTANILLA: Yes.
COUNCILMEMBER MOLINA: Okay. Great. Thank you. Good morning, Mayor -MAYOR TAVARES: Good morning.
COUNCILMEMBER MOLINA: --and thank you very much for your overview, as, as
grim as it, it is. But we're trying to shine some light on it. My question relates to
the furlough, the proposed one-day furlough for County workers.
MAYOR TAVARES: Uh-huh.
COUNCILMEMBER MOLINA: And in your coalition of with working with your fellow
mayors--I know, I believe Mayor Hannemann is proposing two days--have you
had any, have you heard anything with regards to what the Big Island is looking at
and Kauai County as well?
MAYOR TAVARES: I think they were both, all of them were looking at two days,
`cause we're allowed to go from 0 to 24 days with both the HGEA and the UPW
contracts.
COUNCILMEMBER MOLINA: Uh-huh. Okay. And any reaction from the other
counties as to, you know, Maui get, getting one? Do you see any potential
unintended consequence as it ties into our TAT up at the State Leg.? Because you
know how some of the neighbor island -MAYOR TAVARES: Oh, yes.
COUNCILMEMBER MOLINA: --Legislators may feel that, well if Maui is only doing
one...do you feel that may have an impact on our TAT -MAYOR TAVARES: No, I don't think so.
COUNCILMEMBER MOLINA: --amount?
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MAYOR TAVARES: I mean, I hope not because when I go to talk with the Conference
Committee, I will be explaining to them just what I've explained here is that we
spread across the board, so to speak, the furloughs for one. I don't know if the
other counties are doing furloughs to the extent that we're doing it here...and
when I say that, I mean just not, just the HGEA and the UPW. It's, it's across a
whole lotta other folks and also, the whole, the whole principle of having
everyone share in, in the budget. So, even the community will have some
inconveniences because landfills may be closed one day a week, swimming pools
may be closed one day a week, the Service Center may have their hours adjusted.
Things like that so that there is a shared participation, I guess, in this budget,
whereas I'm not sure what the other counties have done. But I, I'm sure that
they'll probably, you know, look at me and say why did you only do one day and
we had to do two? But this has been my approach to it. And it's, it's a
combination of, of raising the tax rates, of some inconveniences to the community
because certain things might be closed on certain days, and doing some other of
the smaller fee changes for some of those special funds.
COUNCILMEMBER MOLINA: Okay. And one more question, Chairman.
CHAIR PONTANILLA: Go ahead.
COUNCILMEMBER MOLINA: With regards to real property tax for homeowners,
what, what is the proposed rate that you're currently looking at?
MAYOR TAVARES: I think the proposed rate is $2.50 per thousand, which should
generate about the same amount of money from the, from the homeowners class
as before...as now.
COUNCILMEMBER MOLINA: Okay. Alright. Thank you. Thank you, Chairman.
CHAIR PONTANILLA: Thank you. And she also is proposing a $100,000 reduction in
the -COUNCILMEMBER MOLINA: Homeowners' Exemption.
CHAIR PONTANILLA: --Homeowners' Exemption. Member Baisa.
MAYOR TAVARES: Excuse me, Mr. Chair?
CHAIR PONTANILLA: Oh. Yes.
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MAYOR TAVARES: Just to clarify that. Even though we're proposing it now, it will
not take effect until 2012, because we have, we have to do it in timing with when
the assessments and the bills go out. So it's not gonna help us this budget, this
Fiscal '11 Budget. It's for 2012.
COUNCILMEMBER MOLINA: 2012.
CHAIR PONTANILLA: Thank you. Member Baisa.
COUNCILMEMBER BAISA: Thank you very much. And thank you, Mayor, for being
here this morning, and thank you for the proposed budget that you've given us. I
have many specific questions as we get into the various areas. And of course, the
most interesting things for me Member Molina already discussed. So, I'm just
going to wait until we wade into this and look at the details rather than trying to
ask questions that may be answered as we move along.
MAYOR TAVARES: Okay.
COUNCILMEMBER BAISA: So, thank you very much. And I hope you'll be available
as we get to specific areas -MAYOR TAVARES: Yes, I will be.
COUNCILMEMBER BAISA: --to come back in case we need your manao.
MAYOR TAVARES: Yes. I will definitely be available for anytime you folks have
questions either in this Chamber or outside of the Chamber. If you have an
individual question, that's fine. My, me and my staff will be available to help.
COUNCILMEMBER BAISA: Thank you very much. Chair, I'll defer until we get to
these areas. Thank you.
CHAIR PONTANILLA: Thank you, Member Baisa. At this time, the Chair would like
to recognize the presence of Member Johnson. Member Johnson.
COUNCILMEMBER JOHNSON: Aloha.
MAYOR TAVARES: Aloha.
COUNCILMEMBER JOHNSON: And I, I appreciate and I was able to hear much of
what you said also last week, Mayor. So, I, you know, appreciate the fact that
we're all facing tough times. One of the questions is in regard to what
-10-
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Member Molina had asked you, and that is with the transient accommodations
tax, I guess there's a capping? Is that your understanding?
MAYOR TAVARES: Yes. That's the bill that's going forward now is there's a cap or a
dollar amount, whichever is less.
COUNCILMEMBER JOHNSON: Okay. Okay.
MAYOR TAVARES: So, I think it's geared to 2007's cap? I forget what it is.
Anyway -COUNCILMEMBER JOHNSON: Yeah. I think it's around 17-MAYOR TAVARES: --. . .(inaudible due to interruption) million total for the four
counties, of which we get 42 percent of that. So it'll be about 17-18 million, I
think, would be the cap.
COUNCILMEMBER JOHNSON: Yeah. Did they ever...and I am not sure, I remember
when City and County of Honolulu had actually talked about when they opted out
of the program covered under TAT. I know there was talk of redistribution of
what would've ordinarily gone to City and County. Was there ever any change
on the monies that they were getting when they went into increasing, I think it
was the excise tax? Or -MAYOR TAVARES: Yeah. The excise...
COUNCILMEMBER JOHNSON: --adding on the tax.
MAYOR TAVARES: Yeah. The, the half-percent excise tax was put in for the
transportation -COUNCILMEMBER JOHNSON: Uh-huh.
MAYOR TAVARES: --for City and County of Honolulu. I, I don't think it was related
at all to the TAT.
COUNCILMEMBER JOHNSON: Okay.
MAYOR TAVARES: 'Cause I don't recall any conversations about Oahu volunteering
to give up their share of the TAT.
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COUNCILMEMBER JOHNSON: Yeah. I know at one point there was talk. And I
think you'll remember, Mr. Chair, because I know we all participated in it. But
alright. That's fine. Then the other question I have is in regard to the actual, the,
the dollar figure, if you will, of, or percentage of budget when we take, like the
furlough days.
MAYOR TAVARES: Uh-huh.
COUNCILMEMBER JOHNSON: Let's say if you're at 12 furlough days now, what
does that equate to in dollars and cents?
MAYOR TAVARES: The 12 days that we propose equates to about 2 6 million, almost
$3 million in savings.
COUNCILMEMBER JOHNSON: Almost 3 million.
MAYOR TAVARES: Uh-huh.
COUNCILMEMBER JOHNSON: So, so, if we did, you know, depending on...you
know, and I don't know how the discussions will unfold. But if we went to the
24 days, if, if that seems what the trend is going to be looking at government also,
you know, I guess in an equivalent basis to what the State is doing. If we look at
that so we could figure another $3 million if those days were increased, is that
correct?
MAYOR TAVARES: That's correct.
COUNCILMEMBER JOHNSON: Okay. Alright. Thank you very much. I appreciate
your input.
CHAIR PONTANILLA: Thank you, Member Johnson. Member Kaho'ohalahala.
COUNCILMEMBER KAHO'OHALAHALA: Thank you, Mayor, for bringing your
updates to the Council. I'm really...I have no questions that have already been
asked and looking forward to digging into the budget. And...
MAYOR TAVARES: Thank you.
COUNCILMEMBER KAHO'OHALAHALA: So, that's where I'm at.
MAYOR TAVARES: Okay.
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COUNCILMEMBER KAHO'OHALAHALA: Thank you.
CHAIR PONTANILLA: Thank you. Member Medeiros.
COUNCILMEMBER MEDEIROS: Mahalo, Mr. Chairman. Good morning, Madam
Mayor.
MAYOR TAVARES: Good morning.
COUNCILMEMBER MEDEIROS: And thank you for your hard work and your staffs
hard work in putting together this budget for us to consider under these difficult
times. I wanted to ask a question because you alluded to the 12 days of furlough.
MAYOR TAVARES: Uh-huh.
COUNCILMEMBER MEDEIROS: And I'd like to know if any departments, divisions,
agencies are exempted from this because of core services such as police.
MAYOR TAVARES: Not so far.
COUNCILMEMBER MEDEIROS: Not so far. So police...
MAYOR TAVARES: Yeah. Those will have to be negotiated with the unions -COUNCILMEMBER MEDEIROS: Okay.
MAYOR TAVARES: --if there are any what they consider "core services" that we
should be exempting from the furloughs.
COUNCILMEMBER MEDEIROS: Okay. Thank you for that. And being that we're
still pretty much waiting on the final decision by the State Legislature on the TAT
and your budget includes the TAT.
MAYOR TAVARES: Yes.
COUNCILMEMBER MEDEIROS: Have you formulated any plan B or contingency
plans should we not get the TAT?
MAYOR TAVARES: Yes, we have.
COUNCILMEMBER MEDEIROS: Okay. And so, when that time comes, you'll be able
to present that -- 13 -
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MAYOR TAVARES: Yes.
COUNCILMEMBER MEDEIROS: --to the Council and this Committee?
MAYOR TAVARES: We'd be happy to share that with you because we, we had thought
about it all throughout -COUNCILMEMBER MEDEIROS: Good.
MAYOR TAVARES: --because it was always the question about should we put it in or
should we put it, leave it out.
COUNCILMEMBER MEDEIROS: Uh-huh.
MAYOR TAVARES: And I think if we leave, leave it out, it sends a worse message to
the Legislature. See, they made their budget without it so they don't need the
money anyway. And that always...that's not going to help our case, and it also
hurts the other counties who are also fighting to keep their TAT. So, I believe all
other counties left their TAT in, in their budgets.
COUNCILMEMBER MEDEIROS: Okay. So...and, and that was going to be my next
question...
MAYOR TAVARES: Oh.
COUNCILMEMBER MEDEIROS: ...about the other counties. So, in, in, in your
assessment, the other mayors are also doing their budgets with the TAT included?
MAYOR TAVARES: Yes. They are.
COUNCILMEMBER MEDEIROS: Okay. Thank you, Madam Mayor and look forward
in the future days in working with your Administration on this budget.
MAYOR TAVARES: Thank you.
COUNCILMEMBER MEDEIROS: Mahalo, Mr. Chairman.
CHAIR PONTANILLA: Thank you. Member Nishiki?
COUNCILMEMBER NISHIKI: Good morning.
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MAYOR TAVARES: Good morning.
CHAIR PONTANILLA: Member Nishiki, if you can use the mic. Thank you.
COUNCILMEMBER NISHIKI: Thank you. I've been struggling, Charmaine, about
fairness in looking at this budget. Whereas we as individuals, homeowners will
have our property tax raised, we'll have our wastewater fee raised, we'll have our
water rate raised, we'll have our solid waste raised, and if you own a car you'll
have your vehicle weight raised. Of course, golf, that's if you golf and bus, if you
catch the bus. But for the homeowner you would have five different areas in
which you pay increases. The question asked is you said that certain categories in
property taxes, meaning hotel and business, will not have to absorb it. And, and
then you said that everybody's gotta sacrifice. Your philosophy on why an
individual who owns a home and then who uses wastewater and depends upon the
County water system and has trash pickup and dumps into the dump...why...and,
and drives a car...why is that fair? How did you decide that that's fair?
MAYOR TAVARES: Well, first of all, the real property tax rate went up but the
expected revenues should be about the same. And our homeowner classification
does receive the most generous of breaks and it's subsidized by all the other
taxpayers in the County. When we adjusted the rates for real property tax, what
we're trying to do was get to what we would call revenue neutral, which means
that you raise the same amount of taxes from each class or from, from taxes that
you do in the current year. Now that mathematically doesn't come out, so there
are some that will pay a little less and some that may pay a little more. But we
tried to spread that out. While keeping in mind, also, that these Business,
Agriculture, and the Hotel classifications are not seeing the same amount of
revenue, they're, they're under what is going to be raised this year. But those are
the folks that are, I think, are suffering or have been put, put up, putting up with
our economic downturn more than anyone else as far as classes go. We know that
the businesses have been struggling out there. We know that the hotels have been
struggling out there. And that Hotel classification is actually a very misleading
one. And I think that later on they will get into the details about that
classification. But right now, the Hotel classification is made up of hotels and any
other properties that are contained within a Hotel-zoned parcel. And those units,
a lot of them are condos and apartments that also, because they're in the hotel
area, qualify outright to be short-term rentals. So, there has been a drop in
valuation for those condos and apartments but not so in the hotel area. So we
raised the rates for the hotel section but if we raised the rates to cover the loss of
revenue that was caused by the condos and apartments, the rates would cripple the
hotels. And there are 30 of those properties compared with the...how many
parcels? 9,000 parcels. So, 30 of those 9,000 parcels would then be really hit
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hard. We were, are looking at that classification and hopefully we'll have some
legislation down to you folks later on to perhaps look at this class and put people,
or put the uses in different categories like it used to be some years, some years
back where all those condos and apartments were in a separate class from the
actual hotels.
COUNCILMEMBER NISHIKI: Done?
MAYOR TAVARES: Well, you, you said a lot of things there so I don't know if you
wanted me to address all of the things. But in, in rates and fees particularly, those
are user fees more or less. Solid waste, wastewater, and water are...mostly
everybody uses water. But with wastewater, you're having the people who use
those facilities pay for the facility. Not everyone is on a wastewater system.
Some people have their own septic systems or some have grandfathered-in
cesspools from way before. So, it is fair that the people who use the service pay
for it. In the solid waste collection area, the residential pickup, as we have known
for ages, never meets the amount that it costs. So, we are always subsidizing with
General Fund money. But you also have to remember that a lot of properties,
especially the condos and apartments, they pay for private trash pickup so that
they're not afforded the benefit of having their residential pickup done by the
County of Maui. So, it's, it's more the difference between a user fee and a
general fee.
COUNCILMEMBER NISHIKI: In, in...last question, Mr. Chairman.
CHAIR PONTANILLA: Go ahead.
COUNCILMEMBER NISHIKI: I know you mentioned something about freezing vacant
positions. If we find that in giving this Administration positions that can generate
revenue...I think Mr. Pontanilla last year gave you two part-time staff positions
for the people that were dealing with homeowners' exemptions -MAYOR TAVARES: Yes.
COUNCILMEMBER NISHIKI: --and I think that we were able to collect, I think in a
six month period, Mr. Chairman, correct me if I may, something like 750,000.
Three-quarter million dollars just in that area, Madam Mayor. But we've got
other areas that perhaps can generate more income. I think delinquencies.
MAYOR TAVARES: Uh-huh.
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COUNCILMEMBER NISHIKI: I think you've got $30 million maybe, Mr. Chairman, in
challenges to property tax.
MAYOR TAVARES: Yes.
CHAIR PONTANILLA: Yes, we have.
COUNCILMEMBER NISHIKI: What, what are your thoughts about giving perhaps
warm bodies that could create more revenues?
MAYOR TAVARES: Well, I, I think we would wanna seriously look at that and
consider it. When you have positions that are actually gonna result in revenue
generation, of course we'd wanna do that. We have to look at all of the means
possible to, to generate those revenues. And when Real Property Tax comes to
explain some of the challenges that they're facing...we had a very unusual
situation happening this past year with who filed protests about their tax
valuations, we will be collecting, I'm sure, more than 50 percent of, of that
$30 million. But we will not see that until it's collected.
COUNCILMEMBER NISHIKI: Right.
MAYOR TAVARES: So, we could not use those revenues in making our budget this
year.
COUNCILMEMBER NISHIKI: Okay. And, and on one small, little place too,
Charmaine, the area of...I know we, Mr. Victorino tries to close the definition of
ag consumer but it was brought back to Committee. But we still have the ability,
say like in Country Estates where perhaps someone's claiming one acre that he is
farming and really not doing it. And so, that one acre, if we catch that person,
could probably generate in the area of...where we're collecting zero right now
could be in an area of say $1,200, Mr. Chairman. Your thoughts about getting
some police to, to look at that with the existing Ag Ordinance that we have.
MAYOR TAVARES: Uh-huh. I, I think that if you recall when I served with you on the
Council, we were very much concerned about this whole ag classification. And,
you know, I applaud the Council for taking this on -COUNCILMEMBER NISHIKI: Uh-huh.
MAYOR TAVARES: --because it does need to get defined in such a way that we don't
hurt certain people, and the people who are not using their land as was intended
in agriculture are gonna pay a penalty basically. 'Cause now you have
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agricultural land that's not available for someone else to use in an agricultural
purpose. So, I, I really do think that that needs to be done and done quickly so we
can get, as you say, a fairness about who is really doing true agriculture, who are
the people doing subsistence agriculture, and who are the people that are just
saying they're doing agriculture but they're not. Exactly. Yeah.
COUNCILMEMBER NISHIKI: Thank you.
MAYOR TAVARES: Thank you.
COUNCILMEMBER NISHIKI: Thank you, Mr. Chairman.
CHAIR PONTANILLA: Thank you. Thank you, Mr. Nishiki, for those questions. And
this Chairman is working closely with the Finance Department as well as the Real
Property Tax Department in regards to revenue generations, and I had a
conversation with the Mayor in regards to future ordinances that is being
proposed by the Department. So, yeah. Money is very important to this County.
Member Victorino.
COUNCILMEMBER VICTORINO: Thank you, Chair. And, and, before I start, Chair,
I, I'd like to make a suggestion, you know, to you. You mentioned earlier that we
will start orderly from left to right every time. May I ask you to consider a daily
change from right to left? 'Cause I hate to be at the end every day. I mean, you
know, after a while that gets kinda redundant and, you know, to be fair to myself
and Mr. Mateo, would not like to be at the end every day of the questioning. So,
if you would consider that, you know, I would appreciate it. And I think the guys
on this end would appreciate it because, you know, if every time you at the end of
the spectrum, it gets difficult because most of the questions are asked. But my,
my, my Members down there are shaking their head. That's okay. That doesn't
bother me. Frankly I don't really care in that respect, but-CHAIR PONTANILLA: Thank you, Mr. Victorino, for your wonderful comments.
COUNCILMEMBER VICTORINO: Thank you. And I will always make suggestions to
be fair, you know. We talk about fairness. I always like to be fair.
CHAIR PONTANILLA: No, you know me. Once in a while I'll, I'll go right to left.
COUNCILMEMBER VICTORINO: Thank you, sir. Just so long -CHAIR PONTANILLA: And hopefully you're prepared.
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COUNCILMEMBER VICTORINO: --as you do it in an equitable way. You're a
scholar and a gentleman. And let's start on the right foot. Let me go back to you,
Madam Mayor. Has ever...and this is a, you know, I, I was doing something the
other night and it came to me and it's like have we ever, ever sat down, Mr. Pablo
and Mr. Young, and tried to figure out just in the area of emergency
services...you cannot do everything else but that's the core essentials we gotta
provide, right? The core essentials. Have we ever sat down and figured how
much money is appropriated per person in the County of Maui? Because why I
bring that question up, we are well aware of that our minimum tax is $150 a year.
Minimum tax.
MAYOR TAVARES: Uh-huh.
COUNCILMEMBER VICTORINO: And I was doing some quick calculations the other
night and I was going through the real property...I was very shocked at the
number of properties that fall below the minimum tax. In other words, they going
only pay $150 a year. Okay. And that's homeowners, agriculture, farming...I
mean, I, I went through a lot of different ones. I was like whoa. I was very
surprised. And all districts. Just not one particular district, it was all districts.
But has ever that been done? Has anyone ever sat down and really say okay, the
police, fire, whatever core, parks, whatever core essentials...we spend this much
money a year versus the population of Maui so we know how much it costs.
`Cause in business we do that. We know that it costs us so much, then that's the
charge we gotta basically get as a return on that, that, on that core. Has ever that
been done?
MAYOR TAVARES: Not that I know of, but it's not hard to do.
COUNCILMEMBER VICTORINO: I would be very interested. And I'd like to ask that
of you, Mr. Chair, if we could request the Administration to bring down a
per...just in the core essentials...a cost per person in the County of Maui. I think
that would be something interesting to see. Now I know some people say, oh, we
get tourists. We get visitors. We get this, that. And I understand that part. But
the core essential is the people that here use the parks, use our roadways, use our
police and fire on a daily basis, yeah. And so I would like to know what that is
per person. That would be the first question I had for you. Secondly...
MAYOR TAVARES: ...(Inaudible)...466. But divide by 140,000. Yeah.
COUNCILMEMBER VICTORINO: You have...
MAYOR TAVARES: We can tell you that now.
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COUNCILMEMBER VICTORINO: Oh, you can tell us that now? Okay, I would, I'd
be interesting to, to hear that, the, the answer to that question. I think the public
should know what we pay in that respect. You, the consumer.
MAYOR TAVARES: Yeah.
COUNCILMEMBER VICTORINO: Go ahead.
MAYOR TAVARES: No, I was gonna say that it's a mathematical thing, and I think
Kalbert is running some -COUNCILMEMBER VICTORINO: Okay.
MAYOR TAVARES: --numbers here.
COUNCILMEMBER VICTORINO: Okay, okay. If you can come up with...
MAYOR TAVARES: $3,500 per person.
COUNCILMEMBER VICTORINO: How much?
MAYOR TAVARES: $3,500.
COUNCILMEMBER VICTORINO: $3,500 per person.
MAYOR TAVARES: Approximately.
COUNCILMEMBER VICTORINO: Approximately. Oh, okay. I mean ... (inaudible)...
MAYOR TAVARES: But it depends what you're gonna define as your core services
too.
COUNCILMEMBER VICTORINO: Okay.
MAYOR TAVARES: Okay, if we define our core services by whatever's in the Charter
that says the County of Maui is responsible to provide -COUNCILMEMBER VICTORINO: Uh-huh.
MAYOR TAVARES: --it's a whole bunch of things.
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COUNCILMEMBER VICTORINO: Right.
MAYOR TAVARES: Includes wastewater, water -COUNCILMEMBER VICTORINO: Uh-huh.
MAYOR TAVARES: --all these other things too.
COUNCILMEMBER VICTORINO: Right. Right.
MAYOR TAVARES: So, you just basically look at our operating budget -COUNCILMEMBER VICTORINO: Uh-huh.
MAYOR TAVARES: --and if our operating budget is $466,000 divided by about
140,000 residents -COUNCILMEMBER VICTORINO: Uh-huh.
MAYOR TAVARES: --then you come up with that 3,500 is about what it takes. And
that's not counting CIP.
COUNCILMEMBER VICTORINO: Yeah. Well, I would back that out in, in the area of
all the core essentials for which we cannot charge or do not charge for.
MAYOR TAVARES: Oh, that we do not charge for.
COUNCILMEMBER VICTORINO: We charge for water.
MAYOR TAVARES: Uh-huh.
COUNCILMEMBER VICTORINO: We charge for, for sewer. We charge for all
these...refuse and all that. Right?
MAYOR TAVARES: Uh-huh.
COUNCILMEMBER VICTORINO: Okay. So that's a user fee. In and out stuff. And
then we can figure that one out.
MAYOR TAVARES: Right.
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COUNCILMEMBER VICTORINO: But fire, police, park...I mean, we don't basically
charge for the usage -MAYOR TAVARES: Or where we aren't charging for services. Okay.
COUNCILMEMBER VICTORINO: Or we aren't charging at this time for if we call out
a policeman, we call out the Fire Department or what. That's the kinda stuff I'd
be very curious because that's the area for which our real property taxes have
basically been pushed towards or been paying for all these years.
MAYOR TAVARES: Yes.
COUNCILMEMBER VICTORINO: I think that's something people have to understand
because we don't want not having a fireman or a fire or police or somebody of
that nature available. I understand now that the EMTs now, emergency, if you
call on an ambulance, I think it's 400-and-something dollars plus so much per
mile -MAYOR TAVARES: Uh-huh.
COUNCILMEMBER VICTORINO: --for, for them to be called out. That was changed
recently. You know, it's not free anymore. And it's been rising over the last few
years. We do not charge for fire. We do not charge for police. We do not charge
for the uses of our parks, in general. If you use lights, it's a different issue.
MAYOR TAVARES: Uh-huh.
COUNCILMEMBER VICTORINO: But you know what I'm trying to get to, Mr.,
Mr. Chair, is I think it's time we're gonna put everything on the table, we need to
know. We truly need to know. And the public needs to know because I hear a lot
of people out there who are willing to share in the, in, in, in the pain.
MAYOR TAVARES: Uh-huh.
COUNCILMEMBER VICTORINO: But at the same time they wanna make sure we've
trimmed the fat.
MAYOR TAVARES: Uh-huh.
COUNCILMEMBER VICTORINO: And I think your Administration has been doing
that over the last few years. And I appreciate that. And I think it's very
apparent --22-

BUDGET AND FINANCE COMMITTEE
Council of the County of Maui
March 22, 2010

MAYOR TAVARES: Uh-huh.
COUNCILMEMBER VICTORINO: --and then, how all the different areas will take a
part of the pain. You're very adamant about that part and I appreciate that. But
that would be one of the requests I would have, Mr. Chair. If we could get that
core essential, what real property basically...what we do not charge for at this
time, you know. That could change but at this time we don't charge for our
firemen, our policemen, or whatever that is called out to our house, to our
property, to our business.
The second thing I wanted to bring up, and Mr. Nishiki was bringing about the
commercial, hotel, condos, the businesses. They have been adversely affected
consistently, Mr. Chair. And now with the proposed hike in unemployment,
worker's comp., medical...which we all have good news, the new...healthcare
bill has passed the House and looks very probable it'll pass the Senate. Although
Hawaii may be exempted because we have our prepaid healthcare plan and some
other things but this will help our seniors. It will help many people. There's a lot
of good with it. Now, are there some negatives? Yes. Only time will tell the
negatives, right? However, with, with those additional burdens of cost, which
doesn't come to the County directly. All the other user fees, yeah. They use gas,
they pay for it. They use water, they use sewer, they pay for it, okay. You know,
they may not use refuse because of private collection, but what I'm trying to get
to is we have put an unfair burden on our businesses and I'm mister worker union
man who has, you know, and live and die with the unions in that sense as our
working people. They have to understand that we cannot continue to bombard the
businesses and hotels because when they cutback, that means hours, that means
people, that means jobs. And something we need more than anything else today,
and I've heard many of my colleagues say in many occasion, we need to get
people back working. And I think, Madam Mayor, you are trying to provide that
and I thank you for that, that thing. So, I defend you in what you're saying is we
need to be really cognizant of how much fairness is fair. Because the businesses,
even though we may not be bombarding them, the State and Feds are bombarding
them with many, many increases to run that business, which means people may
lose their jobs because it costs too much. Now we have the Jobs Bill in the
Congress where that may create jobs because we're going have exemptions and,
and other things, incentives for businesses to hire the unemployment. There's
many good things coming down the road but right now the fact is businesses have
been most adversely affected. And I think at this time we've gotta learn that we
gotta try to slow it down.
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Anyhow, Mr. Chair, I think I've said too much and I, I see you smiling over there.
Thank you. When you at the end, you gotta say everything so you can get
everything done.
MAYOR TAVARES: ... (Laughs)...
COUNCILMEMBER VICTORINO: So, thank you, Madam Mayor. And thank you,
Mr. Chair.
CHAIR PONTANILLA: Thank you, Mr. Victorino ... (laughs)... Next time, I call you
first.
COUNCIL MEMBERS: ... (Laughter)...
CHAIR PONTANILLA: Just a couple of questions for the Mayor in regards...thank you
for sharing your plan B when it, you know, comes...if we need to go to plan B. I
appreciate that. You know, we just came back from a conference, and I, I, I don't
know if the State of Hawaii has gone through this one here, you know, regarding
TAT. What they called it is bed tax.
MAYOR TAVARES: Uh-huh.
CHAIR PONTANILLA: And when people go online to do reservations, do we know if
we receive any TAT from those online reservations?
MAYOR TAVARES: Well, as far as I know, we don't, and that's a big concern, I think,
of the State Legislature in particular that some of these online reservation things
the people are not paying the TAT to the hotel that they're staying at. But that's
something that the Legislature is discussing. They have far more information
about it than I have ever thought I would wanna know. But it is a concern. So,
they're, they're attacking that one now.
CHAIR PONTANILLA: Thank you. I wonder if that's the reason why they wanna cap
our TAT. ... (laughs)...
MAYOR TAVARES: No, they, they're capping our TAT because they want more
money in the General Fund.
CHAIR PONTANILLA: That's what I think-MAYOR TAVARES: Yeah. ... (laughs)...
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CHAIR PONTANILLA: --I figured. In regards to the TAT, Members, there is a House
Bill 2598 that is still in the WAM. This is in regards to the cap. And remember
last year House Bill 1744, it's still in Conference Committee. So the Bill HB
1744 is the one that this Chairman is quite concerned.
MAYOR TAVARES: Yes.
CHAIR PONTANILLA: So, you know, as the Mayor says...said this morning, we
should all advocate in regards to keeping the TAT for all of the counties in the
State of Hawaii.
Members, at this time I would like to thank the Mayor for being here this
morning.
MAYOR TAVARES: Uh-huh.
CHAIR PONTANILLA: I appreciate that.
MAYOR TAVARES: Uh-huh.
CHAIR PONTANILLA: So I understand you have another engagement?
MAYOR TAVARES: Yes. But I can always cancel it if you want me here longer.
...(Laughter)... You're more important.
COUNCIL MEMBERS: ... (Laughter)...
MAYOR TAVARES: But I'm happy to come down. As I said before, anytime that you
would like me to come to appear for the Committee, be happy to do that. If you
have questions, my staff and myself, we're available to you at any, anytime that
you have questions.
CHAIR PONTANILLA: Thank you. I, I know it's gonna be difficult for the Members
here, especially when we talk about fees 'cause, Member, Members, I, you know,
kinda realize that, you know, fee for service. For the eight years that I've been
here, you know, the fees that we impose on, on the people of this County for the
services, you know, are still not at the point where the fees are equal to the
services that they provide.
MAYOR TAVARES: Uh-huh.
CHAIR PONTANILLA: So again, thank you, Mayor.
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MAYOR TAVARES: Thank you. Alright.
CHAIR PONTANILLA: Okay. Members, do we have anybody signed up for public
testimony?
NOTE: Silence.

CHAIR PONTANILLA: No more? Okay. Thank you. Members, if there's no
objections, the Chair would like to close public testimony at this time.
COUNCIL MEMBERS: No objections.
CHAIR PONTANILLA: Thank you. Okay. This morning, we have our Budget
Director, Fred Pablo, who has prepared a PowerPoint for the Committee. So, at
this time, the Chair would like to take a short recess. We're gonna
have--Mr... Mr. Nishiki?
COUNCILMEMBER NISHIKI: Yeah. Just a, a, a concern, although people may laugh
at me. I'd really like to set a time for lunch so that maybe...I know we've gotta
go full-on with this budget...but at least we can set appointments or whatever so
if we can break at a certain time everyday unless something goes wrong. But that
way -CHAIR PONTANILLA: Sure.
COUNCILMEMBER NISHIKI: --maybe if we can agree to, I don't know 12:00 to 1:30
or whatever. And that way we know that that's when we got our time for...
CHAIR PONTANILLA: Yeah. The Chair intentions is to keep, to keep it as is, 12:00 to
12:30 lunch.
COUNCIL MEMBERS: 1:30.
CHAIR PONTANILLA: --and then...I'm sorry, 1:30.
COUNCILMEMBER VICTORINO: Oh, half-an-hour lunch.
CHAIR PONTANILLA: And, and hopefully complete by at least 5:00 pm. But I'll, I'll
try to see if we can complete by 4:30. Some of the departments, I know, and
some of the schedules might end up even earlier than that. You know, I'm
looking at today, we probably, you know, won't go to 4:30. So, 12:00 to 1:30
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would be lunch and then hopefully we can complete between 4:30 and 5:00 every
day.
COUNCILMEMBER VICTORINO: Mr. Chair?
COUNCILMEMBER NISHIKI: Thank you.
CHAIR PONTANILLA: Mr. Victorino.
COUNCILMEMBER VICTORINO: And the only other thing is do we have a specific
time as we go out to the district meetings that we'll be done by a certain time
especially when we going to Hana and the districts, the outlying districts? Some
of us are going to drive, and so we'd like to get an early start just to be on the safe
side.
CHAIR PONTANILLA: Yes. If you look at your schedule we -COUNCILMEMBER BAISA: Yeah.
COUNCILMEMBER VICTORINO: Thank you.
CHAIR PONTANILLA: --did have some times that we would finish. If we do meet
here and we need to go somewhere-COUNCILMEMBER VICTORINO: Okay.
CHAIR PONTANILLA: --I think most of the time it's like ten o'clock or something like
that.
COUNCILMEMBER VICTORINO: Okay. No, I just wanted to make sure that that's
what your intended, your intentions were, to continue with that, what you had
given to us.
CHAIR PONTANILLA: Okay.
COUNCILMEMBER VICTORINO: Okay. Thank you, Mr. Chair.
CHAIR PONTANILLA: Any more questions, Members? Member Baisa.
COUNCILMEMBER BAISA: Not really a question. I just wanted to say thank you for
giving us some certainty because, you know, we're spending a whole lot of time
on the floor in the next few weeks and yet we still have other matters that need to
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be dealt with. And so, if we know that we can pretty much count on a break at
12:00, then we can schedule appointments with constituents or commitments to
attend whatever we need to attend. So, thank you very much for that.
CHAIR PONTANILLA: Okay. Member Johnson.
COUNCILMEMBER JOHNSON: Yes. Are you going to be encouraging us too, to do
the written, you know, like questions so that we can, if something is available on
the floor, you know, maybe it might take a little bit of research so we're going to
be encouraged to do the emails and provide you with questions?
CHAIR PONTANILLA: Yes. We will continue to do that. The Chair, if you have any
question, the Chair under his signature will send that question to whatever
department you have the questions on in regards to this budget cycle.
COUNCILMEMBER JOHNSON: Okay. And with regard to that very subject, when
we're having the Administration before us, we're gonna be limited to questions
and not to getting in a dialogue or comments or stuff like that. That's gonna come
at the end?
CHAIR PONTANILLA: Yes.
COUNCILMEMBER JOHNSON: Okay. Alright. Thank you.
CHAIR PONTANILLA: Member Molina.
COUNCILMEMBER MOLINA: Yeah. Thank you, Chair. I just wanted to add to what
Member Johnson said. If we can refrain from extended commentaries and
questions...and I know you, you'll keep the whip, and I can agree to rotating from
side to side, you know, from this side to start first on that side. And you have
been fair. I just wanna make sure. 'Cause I know you didn't...this was just for
today that you started here. So, I just wanna make that real clear that, you know,
you have been fair, Mr. Chair. So, just so no impression is given off that you're
favoring one side versus the other side.
CHAIR PONTANILLA: No. No. Thank you.
COUNCILMEMBER MOLINA: And I know you've, you've done that the last couple of
terms as well. So, I just wanna thank you and appreciate for what you've done.
CHAIR PONTANILLA: Thank you.
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COUNCILMEMBER MOLINA: Thank you.
CHAIR PONTANILLA: Today we have a white line on the floor.
COUNCILMEMBER BAISA: Yeah.
CHAIR PONTANILLA: So, we may go this way and that way.
COUNCIL MEMBERS: ... (Laughter)...
CHAIR PONTANILLA: So, Member Baisa.
COUNCILMEMBER BAISA: Thank you, Chair. I couldn't resist, you know. I
certainly understand Member Victorino's frustration at being last, but let me tell
you, it's no fun to be first all the time when there's a tough vote and Baisa comes
first. Thank you.
COUNCIL MEMBERS: ... (Laughter)...
COUNCILMEMBER VICTORINO: Well, now ... (inaudible)... Okay.
CHAIR PONTANILLA: Kinda reminds me of last week. Okay. Members, at this time,
the Chair will take a short recess. Don't leave. And then we'll have a PowerPoint
presentation by Mr. Pablo. This meeting is in recess. . . . (gavel).. .
RECESS:
RECONVENE:

10:04 a.m.
10:08 a.m.

ITEM NO. 1: PROPOSED BUDGET FOR FISCAL YEAR 2011 FOR THE
COUNTY OF MAUI (CC 10-27)
CHAIR PONTANILLA: . . . (gavel). . . The Budget and Finance Committee meeting is
now reconvened. At this time, I'd like to call on Mr. Fred Pablo to provide us
with the Fiscal Year 2011 Budget overview regarding the funds. Mr. Pablo.
MR. PABLO: Thank you, Chair Pontanilla.
CHAIR PONTANILLA: Yes.
MR. PABLO: Thank you, Chair Pontanilla, and good morning, Members of the Budget
and Finance Committee. What I'll be doing this morning is give you a budget
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overview of the funds. We have to balance the budget as a whole, the
530 million -COUNCILMEMBER VICTORINO: Hold on. Hold on.
MR. PABLO: --which the Mayor had spoken. But we also have to balance each of the
eight different funds. And that's what we'll be covering today.
We have to balance the budget and...it's not popping. It's popping up a little
slower than I thought it would be. Here's a comparison of the Council adopted
Budget for Fiscal Year 2010 versus the Mayor's proposed Budget for Fiscal Year
2011. As the Mayor had mentioned, in our revenue section we have about
33.3 million less revenue than Fiscal Year '10, minus 6 percent roughly. So, to
balance the budget we had to bring our operating appropriations down to
446 million as compared to last year's 461, which was 15 million in reduced
expenses. And our capital projects is at 83,625,000 versus 101.7 million last year.
That represents an 18 percent decrease. What we should add on that to the
83 6 million, the departments have also applied for grants, and that should bring it
up to 51 million for a total CIP projects of 135 million. ...(pmuse)... Little longer
than I thought.
UNIDENTIFIED SPEAKER: Uh-huh.
MR. PABLO: What we're gonna be doing now is go through the different type of funds.
Like I mentioned, there's eight funds. There's a General Fund. And then we
have what we call Special Revenue Funds. And these are the Bikeway Fund, Golf
Fund, Highway, Liquor, Solid Waste, Sewer, and Water. Each of these funds
have to be balanced separately. You cannot borrow money from one for the other
except for the Bikeway Fund. And then you'll see for the Solid Waste and Golf,
we have, we've done supplemental transfers from the General Fund.
The Special Revenue Funds, supplemental transfers may be made from the
General Fund to the Special Revenue Fund; however, we cannot take revenues
from a Special Revenue Fund to be used in a General Fund. It can only be used in
the Special Revenue Fund.
And here we have the eight different funds, and this is how we balance them. On
the left is the estimated revenues. And what I should say, the estimated revenues
also includes borrowing. This is from the GO Bonds, State Revolving Loan
Funds; however, the borrowed funds cannot be used for operation. It can only be
used for the Capital Program Budget. So, here you have the 530 million for the
Operating Budget, and it's shown that it's 446 million for the Operating and
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83 million for the Capital. And each of these funds are shown separately. In a
few minutes, we'll be going through each of these funds, starting with the
smallest fund, the Bikeway, then we go Golf, and end up with the General Fund.
The Bikeway Fund. We balance estimated revenues with the expenditures. The
Bikeway Fund, the revenue comes in from licensing at $15 and then there's bike
tags at 2...$2 each. That brings in 25 million...25,000 a year. This year, we have
a Capital Improvement Project in the Bikeway Fund, which cost 200,000. So, to
get the $200,000, we had to borrow, or what we call interfund transfer from the
Highway Fund of 175,000. When the Department of Public Works comes up to
give their budget deliberation day, they'll...can explain what capital project will
be in the Bikeway Fund.
The next fund is the Golf Fund. Again, we're going to do a matching with
estimated revenues and expenditures. Golf operations costs, will cost 2 2 million
next year in Fiscal Year 2011. Where do we get the revenues from that? A
steady . . . (inaudible). . . usually, is the concessions of $340,000. There's a pro
shop and then there's a restaurant. And that brings in roughly 340,000 a year.
The rest comes from Carryover Savings. What was not spent last year can be
used for this year. And then what we have in that is golf fees. The golf fees you
see there at 1.1 million is the estimate at the increased fees. For this year 2010,
the revenue is budgeted at 850...1 mean, I'm sorry, 930,000. Right now, it looks
like we won't get that amount. So that's why we're proposing an increase in golf
fees. Even with the increase in golf fees, a supplemental transfer of 669,000 will
be needed from the General Fund.
The next fund is the Liquor Fund, and again we'll be matching revenues and
expenditures. The point here is the Liquor Fund is self-supporting. It has always
been self-supporting. They work out their expenditures and then based on their,
based on their expenditures they worked out how much is the liquor licensing fee.
The Liquor Fund, like I say, is self-supporting. There mainly is their liquor
operations of 2,776,000. They have no requests for equipment other than one
vehicle for their inspector. The present vehicle is over ten years old.
The next fund is the Solid Waste, and here you can see what the cost of Solid
Waste operations. Councilmember Victorino had questioned what if we worked
out a per capita. And what you could do is divide 23,925,000 by the population
and you would find out what the cost per capita is. For Fiscal Year 2011, this is
the cost, 23.9 million. They also wanna do Capital Improvement Projects.
There's about five projects that they'll be proposing when they come before you.
Now, where does the money come from? From refuse collection, we're
estimating 5 million will come in from the refuse collection. At the landfill, we
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estimate that they'll bring in around 7 million. And then there's an interfund
transfer of 1.9 million. This is from the Wastewater Fund. The Wastewater Fund
brings sludge to be processed at the landfill, and so there's a credit of 1 9 million
towards the Solid Waste Fund. For the projects that they're doing of 1 2 million,
they'll be borrowing bonds of 1 2 million and even after all those revenues, there
will be a need for a supplemental transfer from the General Fund of 9.9 million.
Now we can go through the Highway Fund. The Highway Fund consists of
operations from two departments. One is the Department of Public Works
Highways and the other is the Department of Transportation, which does the bus
service. On the right side, you will see the Highway operations cost, and this is
the Public Works Highway estimate for fixing bridges, roads, drainage, garage
services, and traffic management. On the transportation side is 7,377,000. This is
the cost of running the Maui Bus service. And for Fiscal Year 2011, Highway
Fund Capital Improvements Projects are proposed costing 10.5 million. The
revenue will be coming from the areas on your left. We had the franchise tax and
the fuel tax. We had the vehicle weight tax and we have bus fares. All of these
revenue items will be covered later by Finance Director, Kalbert Young. The
bond...there'll be bond proceeds of 2 5 million that will be borrowed towards the
projects in the Highway Fund. The vehicle weight tax is where we have an
increase or proposed increase of one cent, and that will bring in 12 6 million, an
increase of about 3 million over Fiscal Year '10. The bus fares...we're projecting
2 million at the newer rates. And at the current rate, we had budgeted 1 million
for Fiscal Year 2010. So, there's an increase of roughly 1 million from the bus
fare increase. Franchise tax come from the State. And then the fuel tax is up
there at 9,750,000. We understand that the State will be increasing the fuel tax
and this is why the decision was to go with the vehicle weight tax. An interesting
thing about the Highway Fund is they are never current with what they need to do
with regard to the highways and roadways. Total projects would, would cost
about 14 million if they had to pave regularly. The way we work that out is
there's about 700 miles of roadway. They have a 20-year life. So, they should be
doing about 35 miles a year of paving. And then it roughly costs about 500 [sic].
You can see why it's a very expensive program.
Next, we go to the Wastewater Fund, and the budget for Fiscal Year '11 will be at
61 million. And then here's the revenues and expenditures. The Wastewater
Fund is self-supporting. What they do each year is they work out what the cost of
operations will be, which Capital Improvements Projects need to be done, and
then from that they look at their income and revenue and determine whether a rate
increase would be needed. And here you can see that the Wastewater operations
runs about 40 million and they need to do about 21 million of projects for the
year. The Wastewater Fund is a very big program. They are very heavily
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regulated by Federal and State laws. Dave Taylor said that there's over 200 miles
of public sewer lines. Many of these were built about 30 years ago. There's
41 pumping stations and four wastewater reclamation facilities. That costs
40 million to operate. The funds will come from current services, and then there's
also a small amount from licenses, permits, and others. There's special
assessments for the Capital Improvements Projects. And the Department will also
be borrowing from the State Revolving Loan, Loan Fund of 10 5 million and also
requesting bond proceeds of 4.4 million. And then they have Carryover Savings
of 4.2 million. So that's a pretty big budget. Again, the Wastewater Fund
through the way they work out their revenues and expenditures is a balanced fund
and very self-supporting.
The biggest fund next to the General Fund, which we'll cover last, is the Water
Fund. As you know, the Water Supply was autonomous as of several years ago
and now it's under the, under the Administration. And they, they are, like the
Wastewater Fund, very self-supporting. They work out their expenditures, and
they work out what rate increases they need to cover the Water Supply operations
and their capital projects. Here on the right, you can see that the Water Supply
operates on $51 million a year. For their Capital Improvements Projects they
borrowed GO Bonds of 10.3 million. They'll also be going to the State to get a
State Revolving Loan for 5 million. Then there's water assessments, and then
there's proposed County funds that comes from their operations. On the left side
is the revenues, where it comes from. The charts for current services, this is
what's charged to the customers. There's about 35,000, I believe he said. They
have Carryover Savings and they, like I said, they will be borrowing 10 3 million
in GO Bond issue. There's interfund transfers...these are from other departments
that use water...of about 785,000. And then there's other intergovernmental
items. They also have special assessments. And then there's also licenses and
interest and other items for about 421,000. That's a big budget.
The last part is the General Fund and that runs 300...323 million. And this is
where most of the departments are that you haven't seen in the Special Revenue
Funds. There's about 17 departments in this area. And here's revenues and the
expenditures. Let's go to the expenditures side. The operations, like I mentioned,
covers 17 departments, and that's $295 million. The Capital Improvement
Projects for Fiscal Year '11 will total about 27 million. And that's how we get a
total operating budget in the General Fund of 323 million.
As you can see on the left, the biggest source to run the General Fund is from real
property taxes. You have heard about the 53 million gap, well, that's...this is
where it was at, you know. Where do you get $53 million if you have an
operation of about 300 million? You can see 50 million over 300 is roughly one- 33 -
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sixth or 18 percent. Everybody would have to take an 18 percent cut in order to,
to get the...in order to reduce expenditures without increasing taxes. Our real
property taxes, when we first looked at it at the beginning of January after the
assessment date, the real property taxes were coming in at about 200 million.
Last year for Fiscal Year 2010, we had 233 million. So, that's where we have
33 million shortfall in that area.
The other area we had a shortfall is in the carryover. And here we can see
carryover is at 9.4 million. Last year it was 24 million. We've lost 15 million in
carryover and that's understandable. The departments are operating at a very
tight budget and so there's not much funds to rollover to the next year. We are
concerned about that amount. Generally, the rule is for fiscal policy you should
be having from 5 to 15 percent. So, if you look at 300 million at 5 percent, we
should have carryovers of 50 million or more. So, it's a very tight budget. Every
department's running very, very tightly. We still have our fiscal implementation
team in place to review any requests for expenses.
Going through the left side, you can see that for the Capital Improvement
Projects, we're gonna be borrowing 26,750,000. The bulk of this 20 million will
be for the Kihei Police Station. The other 750,000...6,750,000 are for various
items, including parks and a fire station. The assessment for 400,000 up there is
from park assessments. This will be used towards park improvements.
The interfund transfers, this is not really revenue. This is sort of an accounting
thing that they use when there's transfers between one fund and another fund. In
the case of these interfund transfers, this is the, the debt interest on bonds and
State revolving loan funds. So, what happens is the County, in your Countywide,
which Finance Director Kalbert Young will cover later, the interest that the
County pays on the general obligation bonds and state revolving loan funds are
charged to the departments that use them. And when it's charged, this is where it,
it appears as revenue coming into the General Fund. It's not really revenue
like...again, it doesn't bring in real money.
Miscellaneous, these are various fees. Licenses, Permits and Other, these are
many different items. The largest amount in this 9 million is about 3 3 million
from vehicle licensing, not the weight tax but the licensing. Then we have Public
Service Company Tax. This comes in from the State. And, of course, the
Transient Accommodation Tax, 17.5 million. You can see that the Real Property
Tax is the largest component of revenues. Any decrease in assessment values
reduces the real property tax revenue. That definitely impacts on how much
monies there is for operations.
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The second largest item is the TAT at 17.5 million. And you can just see what the
impact is. Take 17 5 million over a $300 million budget and it's roughly
6 percent. So, it's a very difficult thing to work with when you have a 53 million
shortage and then you possibly have to look for another 17.5 million.
The next two slides, and I'll stop here before...I couldn't get the 17 departments
on one slide. So, it's sort of broken-up. But the point I wanted to bring here is
these are the departments in the General Fund. And again, I don't...I didn't get
everything on one page. There'll be a second page to this. But when we're
talking about 53 million, you know, where do...what do you cut, which
departments do you cut, which operates...? What we did with every department
was go through what their core services are. We also looked at was it cost
effective what they were doing. And we relied on the recommendations from the
department. And then if it wasn't cost effective, we also tried to look at are
they...what are the alternatives and do the alternatives work. And so, with that
process, we went through each of the programs under these 17 departments. As
you all know, let me go to the next one so you can get the total.
These are the other departments. This shows the three-year trend. And the reason
I did three years is we're here in our third year of cost cutting. And
after...although we had a budget in 2009 of 309 million...we already saw in the
summer of 2008 that we were entering a period of economic decline. So, the
Mayor started a fiscal implementation team in October, and the objective was to
try to cut expenditures by about 15 percent where we possibly could. Some
departments could not do it because it was all mainly payroll, and we did not want
to layoff anyone. But through those efforts in Fiscal Year '09, out of the
309 million, we were able to save 18 million, which became a carryover to Fiscal
Year '10. And that's what we used in Fiscal Year 2010.
And now with Fiscal Year 2011, we've cut the budgets even further. You can see
there's a...in the General Fund, there's a 13 million reduction over three years.
The departments can't cut any further in the third years. Further cuts would mean
severe reduction in services and programs to the public. And this is why we try to
do a balanced approach by looking at revenue and also expenditures.
In the expenditures area, the one we always cover during the budget deliberations
are employees. And in the employee area, you'll see that we have not, we have
not done too many expansions. In fact, in the General Fund, you'll see that
there's only two requests for positions, and this is in the Parks because several
parks will come online in Fiscal Year '11. And so, that was the need for that. As
far as the other expenditures, I think all of you know no one has had a salary
increase since July 2008. They have had no staff increases, and now this year,
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they'll be furloughed from the director down, which will result in a 4.6 percent
pay cut.
The question that's raised every year during budget deliberations is how 'bout
vacancies. What are you doing about it? Well, we also have to see that Maui
County is an, is an economic engine with more than a half a billion dollars in
revenue. We are an economic engine that could make a difference in, in the, in
the declining economy. We see filling those vacancies because at the present time
we have had record unemployment. The departments do need key personnel and
if there's qualified candidates out there, we should hire them.
The other thing in the economic stimulus is we feel the County is very important
in getting capital projects done. The...most of the unemployment has been in the
tourist industry and the construction industry. So, many of our approaches have
kept those two in mind. As I said, even though our capital projects this year only
shows 83 6 million, we went out and got grants and we actually are doing
$135 million in projects this year. So that's the employee side.
The other part of the equation in operations is equipment, and equipment has been
postponed for another two years now. Eventually we're gonna have to replace
equipment. Hopefully when that time comes, the revenue will be there to match
that. But equipment, you'll, you'll see in the budgets, there's no passenger
vehicles except for the Police Department. You'll see that that's the only
department that's requesting vehicles and they have 18 police cruisers which are
needed. Other than that, you'll see very limited equipment in the budgets.
The last item is operations. And as the Mayor mentioned this morning, operations
also includes grants to our non-profits. And we've had to seriously consider all of
the, all of those grants and similar to our operating expenditures, we tried to
identify is it cost effective? Are there alternatives? What can we do about it?
Grants has grown over the years. Right now in the General Fund, the County
awards 23.1 million in grants. And then in the Special Revenue Fund, there's
another 6 million. And so we're looking at total grants that the County pays out
of 29 million, which is...which makes it, one, pretty large. It's...you can see that
the largest department is the Police at 44 million. The next largest is Fire and
Public Safety at 27 million. Grants paid out is about 29 million, so it's someplace
between Police and Fire as far as how much money from the General Fund goes
out. But we try to do the best we can. I've had a lot of calls...excuse me. I've
had a lot of calls and I've tried to explain what the County's going through, you
know. We're doing furloughs. We're cutting expenditures. We are postponing
equipment. And so, a lot of the organizations have understood the difficulties.
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It wasn't an easy budget to do, but with the departments' cooperation, with the
organizations out there, we were able to find what the Mayor has called "a very
balanced approach". It wasn't a mathematical thing where it went straight across,
but we tried to go through each fund, identify the core services, and how we could
best balance it. Thank you, Chair. And thank you, Members.
CHAIR PONTANILLA: Thank you, Fred. Members, we're gonna take our morning
break, and then we'll come back at ten to 11:00. So, this Committee will stand in
recess. And then when we come back from recess, then we'll have Q&A with the
Budget Director. So, this meeting is now in recess `til ten to 11:00, 10:50. Thank
you. . . .(gavel). . .
RECESS:
RECONVENE:

10:37 a.m.
10:52 a.m.

CHAIR PONTANILLA: . . . (gavel). . . The Budget and Finance Committee meeting is
now reconvened. At this time, the Chair would like to thank Mr. Pablo for that
presentation in regards to our Fiscal Year 2011 Budget overview regarding the
funds. So, Members, at this time, I'd like to do the Q&A with Mr. Pablo. And,
Mr. Victorino, if you have any questions.
COUNCILMEMBER VICTORINO: Oh, we starting on this side now. Oh.
COUNCIL MEMBERS: ... (Laughter)...
COUNCILMEMBER VICTORINO: Oh, caught me off-guard. Thank you, Mr. Chair.
Mr. Pablo, first of all, thank you very much for that presentation.
MR. PABLO: You're welcome.
COUNCILMEMBER VICTORINO: I guess, my, my, my biggest concern in this whole
picture is self-sufficiency. Again, each year we realize that we never come close
enough in many of the special funds to become self-sufficient and so that's the big
chunk of revenue that needs to be extracted from our General Fund to augment or
to make the shortfalls. Right?
MR. PABLO: That's correct.
COUNCILMEMBER VICTORINO: Yet, on the other side, I've heard the argument that,
you know, it gets too expensive. People can't pay for it.
MR. PABLO: Uh-huh.
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COUNCILMEMBER VICTORINO: Has any thought been given...again, this comes,
this question comes up every year...to things such as refuse and other essentials,
even maybe even the, the sewer going universal charging just property owners
? 'Cause I know many jurisdictions do that. Has any thought been given to
that? Has the Administration or, given any thought to that, that respect?
MR. PABLO: Well, we think it would be a higher burden on property taxes. We, we
have not gone into detail into looking into that. The supplemental transfers are
done for two funds. The biggest one is for the Solid Waste.
COUNCILMEMBER VICTORINO: Right.
MR. PABLO: . . . (inaudible). . . And what the Department and the Administration has
done there is we have this Integrated Solid Waste Management Plan of which you
and Councilmember Medeiros were members. This would set the framework on
how we going approach the Solid Waste. We know it's a 25 million operation,
and if you were...I mean, earlier you had the question about the per capita. You
could divide that 25 million by the population, you would see how much it would
cost. Probably about $1,000 -COUNCILMEMBER VICTORINO: Right.
MR. PABLO: --you know, or more. Right now, refuse collection is at $18 a month. So,
there's three parts of the equation or three parts of management. One is the
revenue side, which you mentioned how do you, how do you find that to, to
balance it. The other side is the Solid Waste operations. It's a highly regulated
operation, both Federal regulations and State regulations. So, it is costly to, to
meet all this. They've got four landfills. They've got four closed landfills. And
we have to run all of that. So, it's...we're, we're hoping that the Integrated Solid
Waste Management Plan will steer us in the right direction.
I said you've got the revenue side, you've got the operations side, then you've
also got the workload side. And when you consider how many tons of refuse go
to the landfill every year, it's about 110,000 just, you just multiple that by the
number of pounds and you've got something like 220 million. You divide it by
the number of people on this island...I worked it out one time. It's about
four pounds a day per person. So, the whole thing is a workload too. We need to
spend more money and more efforts in the recycling area. And I think you and
Councilmember Medeiros have been on those programs where we are trying to
move into that area where we can get up our recycling efforts through the whole
population here. Thank you.
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COUNCILMEMBER VICTORINO: Thank you for, for that response and I think, you,
you know, that is very true. And I won't because, you know, this not time to go
into dissertations. I agree with you.
Last question I have for you, and then I'll let my other Members have their, their,
their opportunities. Bonds, you know...and I think that's always something that's
a major concern, that we don't go over our bond limitation. And, it, it, it is, you
know, my question...I see here that we're really close at the, the threshold. But
when it comes to bonds, because we are lacking cash and we're trying to, you
know, take some of the burden off of cash and putting it into bonds so that we can
get things done, which creates employment and other things, are you afraid that
we'll start getting to a point where we may have to start restricting bond
expenditures or bond issuance?
MR. PABLO: Regarding that question on bond issuance, I think the best person to
answer that is Finance Director Kalbert Young. We do consult with the Finance
Director when we, when we compile the budget. Our target this year was
45 million in bond issuance or bonds' funded projects.
COUNCILMEMBER VICTORINO: Uh-huh.
MR. PABLO: And if you look at our budget, it's 45,150,000. So, so we did keep on
that. We also went through each of the projects. As you know, we have a
six-year capital program. So, we tried to spread those projects over a number of
six years -COUNCILMEMBER VICTORINO: Uh-huh.
MR. PABLO: --so we can time our long-term financing so not to exceed those target
amounts.
COUNCILMEMBER VICTORINO: Thank you. And, and, and, Mr. Chair, later on
when we come to Mr. Young, I will, if you don't mind, ask that question in
regards to bonds.
CHAIR PONTANILLA: Okay.
COUNCILMEMBER VICTORINO: Okay. Thank you. And I'll let, and I'll yield to my
colleagues. Thank you, Mr. Chair.
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CHAIR PONTANILLA: Thank you. Mr. Pablo, before I go to Mr. Nishiki, your
proposal, does it include any ARRA monies?
MR. PABLO: We do have some ARRA grants that we're anticipating. One is for the
Fire Department. They are trying to get about $5 million for the fire, fire station
expansion. That is one of, one of the ARAAR [sic] projects, stimulus funds
rather.
CHAIR PONTANILLA: So, it's included in this fiscal year?
MR. PABLO: Yes, it is. It's part of that 51 million, which we show as projects to be
funded from grant revenue.
CHAIR PONTANILLA: Oh, okay. Okay. And then, I understand that there's going to
be a second round?
MR. PABLO:
We understand that also.
And we are in touch with
the...Mr. Mark Anderson, who is the State representative at the Department of
Business, Economic Development, and Tourism. He keeps us in tune on what's
going on.
CHAIR PONTANILLA: Okay. Thank you. Mr. Nishiki.
COUNCILMEMBER NISHIKI: No, I've got everything for Kalbert because mine is
all...I just wanna try to find revenues.
CHAIR PONTANILLA: Okay.
COUNCILMEMBER NISHIKI: I don't want to spend money. And I hope that we're
entering this Council today with, with, with looking at how we're going to find
money, Mr. Chairman, and not spend money. I mean, I see in the gallery some
non-profits over here but...and thank God they haven't testified, but I hope that
they understand our plight. We're looking for money. We're not...trying to
figure out how we're going to give people more money, so. Anyway, that's my
statement.
CHAIR PONTANILLA: Thank you.
COUNCILMEMBER NISHIKI: Thank you.
CHAIR PONTANILLA: Based on your comments with the Mayor, you know, it clearly
sends a message in regards to your thinking. Mr. Medeiros.
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COUNCILMEMBER MEDEIROS: Mahalo, Mr. Chairman. Yes. I have a question.
But first of all, thank you for the presentation -MR. PABLO: You're welcome.
COUNCILMEMBER MEDEIROS: --and for that information. On the Special Revenue
Funds, you did allude to that the supplemental transfers may be made from
General Fund to Special Revenue Fund; however, revenues in the Special
Revenue Fund can only be used in that Special Revenue Fund. Can you...
MR. PABLO: That's correct.
COUNCILMEMBER MEDEIROS: ...can you tell me the reason or is there some
authority that say you can't do that and, and for what purposes you can't do that?
MR. PABLO: Some of this is actually mandated by the HRS, the Hawaii Revised
Statutes. For example, the fuel tax. It can only be used for roads construction,
roads, bridges, and mass, mass transit.
COUNCILMEMBER MEDEIROS: Okay. And then secondly, when we look at the
breakdown of the budgets in the different funds, we, we always run across the
Golf Fund, which doesn't generate enough revenues to cover their expenses. And
then, so it ends up that the taxpayer subsidizes that. But you have carryover
savings. So, how does that work that we don't use that so that there's less of a
burden on the taxpayer for subsidy?
MR. PABLO: Okay. We encourage departments not, not to draw down the money to, to
the less end. There'll be the danger of overspending. It...sometimes it takes
about a month before things clear and whether it's going to be charged to the
current year versus the next year.
COUNCILMEMBER MEDEIROS: Uh-huh.
MR. PABLO: So, usually most departments are very conservative as they come to the
fiscal year end. Otherwise, it'd be a violation of the Charter. Like I mentioned up
there, and, and it's also in Chapter 2 of the Mayor's Budget Proposal, a good
fiscal policy, a guideline is to have 5 to 15 percent in carryover savings. You look
at the Water Department and Wastewater Department who balance their accounts.
They, they aim for this 'cause you never know what the, what the situation might
be. There, there, there could be emergencies...a waterline breakage or a sewage

-41 -

BUDGET AND FINANCE COMMITTEE
Council of the County of Maui
March 22, 2010

line breakage. So, you're gonna have to have some money on, on hand to take
care of those situations.
COUNCILMEMBER MEDEIROS: Okay. So, the Administration's policy is...to the
departments...is to try and maintain 5 percent to 15 percent carryover savings?
MR. PABLO: Well, we aim for the...we work with the departments. The Budget Office
gets monthly statements that comes out of the Finance Department and we follow
those and get in touch with the department. When you look at the quarterly
report, for example, from the Finance Director, after let's say three months, that's
75 percent of the year gone, you can look at the far right-hand side and see
whether you have 25 percent funds remaining. Otherwise, we call the department
and have them to restrict spending.
COUNCILMEMBER MEDEIROS: Okay. Thank you for those, that information.
Mahalo, Mr. Chairman.
CHAIR PONTANILLA: Thank you. Fast question. In regards to the carryover savings
between 5 and 15 percent, how does the bonding agencies look at this? Maybe
not for you but maybe this afternoon for Mr. Young. But if you wanna answer it,
Mr. Young.
MR. YOUNG: Mr. Chair The expectation from all the agencies in the review of the
credit is similar to your review of, of say an individual's personal credit with the
bank. And the rate of savings, and in this case for government entities it's
carryover savings, that 5 to 15 percent is rather an expectation to, to realize at
least 5 percent savings from year to year. So, this graph here that Mr. Pablo
represents the 160,000 is carryover savings of a $2.26 million budget. It comes
out to about 7 percent. And I would also point out that the reason why there's
carryover savings in, in different agencies that actually receive General Fund
subsidies is that when the budget is constructed and completed, the amount of
supplemental transfer is an appropriated amount to those departments. So, you're
not appropriating the money should they run short, you are appropriating that,
you are appropriating that money to them on day one of the budget. So, you're
giving them, in this, in this graph example, the Golf Fund will be getting $669,163
from the General Fund towards their appropriation on July 1. They will likely
realize carryover savings, whatever that may be in the next fiscal year, largely due
to conservation of their operating expenses. So, even though they are
appropriated money from the General Fund, they could realize a carryover
savings. And our expectation, the expect, and expectations of agencies would be
that they would, in fact, realize some savings.
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CHAIR PONTANILLA: Thank you. Mr. Kaho' ohalahala.
COUNCILMEMBER KAHO'OHALAHALA: Just since you're on that then, are all of
your, your departments expected to have carryover savings?
MR. YOUNG: All of the, every department, every, every appropriation is expected to
have a level of savings, yes.
COUNCILMEMBER KAHO'OHALAHALA: Okay, but some of them are reflected
here and others are not.
MR. YOUNG: The ones that are reflected here, I believe, are carryover savings that will
likely be realized in the current fiscal year. They've, they've already identified
potential savings in Fiscal Year '10 at the current...you know, Fiscal Year '10 is
no completed yet, right? We have about another four or five months left to go.
But at the current rate of spending, operational projections for the remaining
months, those departments are representing that they likely will be able to achieve
a rate of carryover savings that can be deployed in Fiscal Year '11 and they're
being presented here for appropriation.
COUNCILMEMBER KAHO'OHALAHALA: And then are those then added to become
the total carryover for the entire budget?
MR. YOUNG: Correct. Yes.
COUNCILMEMBER KAHO'OHALAHALA: Okay. I just have a real quick question.
In your presentation, you mentioned, Budget Director, that there are 23 1 million
in grants to non-profits and then you added another 6 million and I missed your
comment on that.
MR. PABLO: Yeah. There's grants coming from the General Fund, and that's about
23.1 million. And then there's also grants coming from the Special Revenue
Fund. The largest from the Special Revenue Fund is the, is the grant for bus
services. That's 7.3 million. So, when you total that together it comes out to
about 29 million.
COUNCILMEMBER KAHO'OHALAHALA: Okay. And then I have a question in
your presentation on the pie chart, and this is under the General Fund. And you
were describing all of the different portions of the pie, so to speak, and in the
interfund transfer of $28 million...you said that this was mainly an accounting
issue here. That that's not really money. Can you elaborate on that?
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MR. PABLO: Oh, this, this is the charge of the interest. Finance Director Kalbert Young
will be covering Countywide today. And the GO Bonds, the State Revolving
Loan Fund, there's interest charged on that. It's paid by the County, the Finance
Department. And then that is allocated to the various Special Revenue Funds that
have taken out GO Bonds. For example, Wastewater uses bonds for their work.
Water, Highways...and so that's allocated out. So, they're being charged for that
and that amount comes back into...there's what we call interfund transfer. It's a
way of allocating the cost that's paid by the Finance Department on behalf of the
entire County.
COUNCILMEMBER KAHO'OHALAHALA: Okay. And then, when you're making
interfund transfers, and I'm using the Water Department as an example, your
comment was interfund transfers were from other departments. Can you explain
that?
MR. PABLO: Yeah. There might be various...there's ... (inaudible) .. . interfund
transfers. For example, in the Water Department, they work with the sewer, I
mean, the Wastewater. And so there might be some operations there where the
Wastewater will refund...or we will look for, for a way of covering these services
provided by Water to Wastewater. A good example also is in the Public Works
area. The Public Works employees may be called to fill in for trash collection to
the Solid Waste Fund. So, we will do an interfund transfer to account for those
services provided by Public Works to the Solid Waste Fund. Similarly, there's an
interfund transfer between Wastewater and Solid Waste. Wastewater will bring
their sludge to the landfill and the landfill will process it, so there's this transfer.
COUNCILMEMBER KAHO'OHALAHALA: Okay. Now, are these transfer amounts,
are they anticipated amounts?
MR. PABLO: Yes, they are. We, we worked as...
COUNCILMEMBER KAHO'OHALAHALA: So you're pretty much guessing as, as
what you think will be occurring in the water, looking at the Water Fund? You're
guessing what might occur?
MR. PABLO: That's correct. We get this from the Water Fund. They, they will, they
will provide that to us.
COUNCILMEMBER KAHO'OHALAHALA: Okay. And then we won't know that
until the end of the year, what was the final, then?
MR. PABLO: That's correct.
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COUNCILMEMBER KAHO'OHALAHALA: Okay. So every department has these
interdepartmental transfers that are all anticipated.
MR. PABLO: Most of the Special Revenue Funds have that. Yes.
COUNCILMEMBER KAHO'OHALAHALA: Okay. I just wanna be clear because
you're, you're budgeting or you're showing that it's, it's part of revenues. So, I
wanna know where that is coming and how that's coming.
MR. PABLO: I'm sorry, I, I missed that part.
COUNCILMEMBER KAHO'OHALAHALA: I said that I, I'm trying to understand
because these are...you have this under revenues and right now they're
anticipated. And I just wanna understand how these transfers are occurring,
who's transferring because it's not clarified in here, so.
MR. PABLO: Okay. As I said, what it is is when a depart, when a department provides
it's, provides services to another fund -COUNCILMEMBER KAHO'OHALAHALA: Uh-huh.
MR. PABLO: --that value of the services is reflecting interfund transfer. This is an
estimate, of course. If it comes, if it, if it turns out to be more, that amount does
not increase.
COUNCILMEMBER KAHO'OHALAHALA: Okay. You know, in my mind I'm
seeing this, this very -MR. PABLO: It's, it's...
COUNCILMEMBER KAHO'OHALAHALA: --nebulous, fluid kind of a departmental
relationship that says I have some money here that I may be giving to you and
vice versa. You may have some money -MR. PABLO: No.
COUNCILMEMBER KAHO'OHALAHALA: --that you may be giving to me. It just
depends on what we do with each other.
MR. PABLO: No. This is, this is, this is accounted for. There's...whenever one
department provides services to another, there is a form that's filled out to request
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that amount. The other department has to, has to approve it. Then it also goes to
the Finance Office for the, for the payment.
COUNCILMEMBER KAHO'OHALAHALA: I'm just trying to get some clarity on, on
this particular section, okay. Chair, that's all the questions I have for the moment.
CHAIR PONTANILLA: Okay. Thank you. Member Johnson.
COUNCILMEMBER JOHNSON: Yes. And, and I know we've been through that last,
you know, issue before because basically sometimes Parks provides services,
perhaps, to Public Works or maybe Economic Development or we've got Public
Works providing setup and other things for, for Parks Department. So, I, I
understand that.
My question also has to do with projections. In the, I guess it would be carryover
savings and also projected revenues, in the gas tax area, when you're looking at
what the State is looking at doing, which would be increasing the gas tax, have
you taken into account when you're looking at that revenue from the gas tax being
even further reduced from what it was last year if people in trying to conserve fuel
begin to limit their trips? Is that taken into consideration in this budget?
MR. PABLO: Yes, we did. In fact, when we talk about this 53 million gap, 33 million
was due to decrease in revenue expected. And one of the areas is exactly what
you said, the fuel tax.
COUNCILMEMBER JOHNSON: Yeah. Yeah. I, I'm...and, you know, I'm
really... (laughs). . .
MR. PABLO: Yeah.
COUNCILMEMBER JOHNSON: I know. And we can't make that up just on
charging -MR. PABLO: Yeah.
COUNCILMEMBER JOHNSON: --you know, the bus fare, so.
MR. PABLO: Yeah.
COUNCILMEMBER JOHNSON: You know, I understand that. Okay. So, as long as
that's been . . . (inaudible).. .
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MR. PABLO: And thank you for that question. That's a good one.
COUNCILMEMBER JOHNSON: Yeah. I, I know. I know what's going on there and
it's gonna impact. The other thing would be that on our franchise tax...that's the
one that we get, I believe that's assessed on the energy or, I guess, the fuel
franchise or whatever it is, you know, for our Public Service...is that the same as
the public service company tax?
MR. PABLO: ... (Inaudible)...
MR. YOUNG: Ms. Johnson, I'll be going on with a little bit more detail when we do the
revenue -COUNCILMEMBER JOHNSON: Okay.
MR. YOUNG: --presentation.
COUNCILMEMBER JOHNSON: Oh, that's fine.
MR. YOUNG: But...
COUNCILMEMBER JOHNSON: Okay, then I'll just leave that one aside.
MR. YOUNG: The franchise tax is different from the public service -COUNCILMEMBER JOHNSON: Oh, it is.
MR. YOUNG: --company tax.
COUNCILMEMBER JOHNSON: Okay.
MR. YOUNG: Yes.
COUNCILMEMBER JOHNSON: Alright. I, I just wasn't sure because I'm just looking
at the pie chart for the, the Highway Funds, for example.
MR. PABLO: Uh-huh.
COUNCILMEMBER JOHNSON: But the other area that I'm looking at is when you
look at carryover savings and it's a combination of interfund transfer and
carryover savings, it's almost $5 million. Will the Administration be providing us
with some kind of detail as to where that may be coming from? Because my first
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thought is...if it's looking at Highway Fund...is if you don't do CIP projects that
are funded -MR. PABLO: Uh-huh.
COUNCILMEMBER JOHNSON: --through the Highway Fund money, that's one way
that you can conserve funds. But I need to know if any of those things are
included in there because I'm sure we're gonna all get questioned about well,
what is it that is not gonna get done if we're gonna achieve carryover savings?
UNIDENTIFIED SPEAKER: Canyover...we'll be covering that too, yeah?
MR. PABLO: Let me give a general comment because I believe Finance Director
Kalbert Young will also be covering -COUNCILMEMBER JOHNSON: Okay.
MR. PABLO: --carryover savings computed. Basically, it starts from the, the, the
CAFR, you know.
COUNCILMEMBER JOHNSON: Uh-huh.
MR. PABLO: What is the unreserved balance? And then if there's any money being
taken out because of a budget amendment reducing or increasing carryover, that
adjustment is made. And then we try to project the current year, Fiscal Year '10,
whether there's gonna be a revenue over or shortage.
COUNCILMEMBER JOHNSON: Uh-huh.
MR. PABLO: And that goes to it. And that's basically how we come up with the
carryovers.
COUNCILMEMBER JOHNSON: Okay, so...
MR. PABLO: It, it's a, it's a projection.
COUNCILMEMBER JOHNSON: Alright. And you're not looking at specific things,
like projects or whatever, that can be put off or deferred to another fiscal year in
order to achieve carryover savings then?
MR. PABLO: Not in particular, no. They...once those amounts have been appropriated,
we go and, and do those projects.
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COUNCILMEMBER JOHNSON: Okay.
MR. PABLO: If it's not done by the end of the 18 months, then at that time it lapses.
COUNCILMEMBER JOHNSON: Okay. And would we know, at some point during the
budget process, will the departments reveal to us what looks like it's going to be
achieved or not achieved? Will we be given that within the detail?
MR. PABLO: I don't believe they'll, they'll be prepared to do that. I know the Budget
and Finance Committee Chair has scheduled meetings to go over CIPs which
have been in the budget. It's hard to predict, for example, the Fiscal Year '10
because the, those projects can be encumbered up until the end of this year, you
know, in December.
COUNCILMEMBER JOHNSON: Yeah. And, and, you know, but even some of the
regular appropriations that we put in the budget. I know because we've gotten the
calls about monies that are not being released under those projects.
MR. PABLO: Oh, I see.
COUNCILMEMBER JOHNSON: So, that's what I'm basically trying to get at is will at
some point we be informed as to who's going to get and who isn't going to get in
this current fiscal year. Because if that's a means for achieving the carryover
savings by not going forward with a particular expenditure even though we've
appropriated it, I just wanna find out where, you know, where that is. At what
point we're going to be given that information if, if we are going to be given that.
MR. PABLO: The...whatever has been appropriated by this body, the departments will
go out and do those projects unless there's something beyond their control. They
will not be told not to do a project if, if that's what -COUNCILMEMBER JOHNSON: Yeah.
MR. PABLO: --you're asking.
COUNCILMEMBER JOHNSON: No. It's not even necessarily projects. That's one
component but then there are other things, other line items or grants -MR. PABLO: Uh-huh.
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COUNCILMEMBER JOHNSON: --or Akaku, for example, boards and commissions,
you know. They're not, you know, we're not going forward with that. But I just
warma...I don't wanna get into nitty-gritty. So, I, I hope at some point we'll be
given that.
And one more thing that I would just...I, I...it's always hard. And I know you,
Mr. Pablo, have discussed this with me. One of the things that's most difficult for
me is when you look at the pie charts and you look at what the previous fiscal
year was. I know we haven't finished it yet. But even the year before that, I have
no idea even...unless I go back and pour through my own data...what to compare
the current fiscal year and the previous fiscal year. So in other words, you've
given us, or the Mayor's given us an analysis that basically compares other
counties, let's say the revenue categories even from Real Property Tax. I have no
idea what the revenue expectations were in the previous year unless I dig out my
data. And then even from the year before that. So that year's been concluded but
like for '09, for example. It's helpful to me to kind of see how we're trending so
that if we're going down, down, down in specific categories, then it's helpful to
be able to have that analysis when we're looking at where we're trending. So, I
think you understand what I'm saying that comparing it to past fiscal years, the
revenues, expenses, all those things, it's helpful when we have that information so
we kinda can look at that. So, I hope at some point we'll be given that
information.
MR. PABLO: Okay. Finance, Finance Director Kalbert Young said that he'll be, he'll
be covering part of that -COUNCILMEMBER JOHNSON: Okay.
MR. PABLO: --in his presentation on revenues.
COUNCILMEMBER JOHNSON: Okay.
MR. PABLO: There also is a Finance Director Quarterly Report. In the first section, it
has revenues and it does compare what the budgeted amount is versus actual. So,
that will be shown at the beginning of the Finance Director Quarterly Report
every quarter.
COUNCILMEMBER JOHNSON: Okay.
MR. PABLO: So...
COUNCILMEMBER JOHNSON: Yeah. And it's just...
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MR. PABLO: And I sort of ... (clears throat)...excuse me. I mean, I sort of looked at
that before I came here.
COUNCILMEMBER JOHNSON: Okay. And all I'm saying is that within the budget
process so that we don't have to go -MR. PABLO: Certainly.
COUNCILMEMBER JOHNSON: --you know, extricate all that stuff ourself on our
own. If that's revealed to us, then I kinda have a general idea of where we're
going with each either categories of revenue or whatever it is. So, even if I have
just one year of '09 'cause I realize you can't give me -MR. PABLO: Okay.
COUNCILMEMBER JOHNSON: --`10. Okay. Thank you.
CHAIR PONTANILLA: Thank you. Just to follow up, Mr. Pablo, you know, we always
show the previous year, 2009 in this case.
COUNCILMEMBER JOHNSON: Uh-huh.
CHAIR PONTANILLA: But actually to get a real good feel, maybe like 2008, 2009 -COUNCILMEMBER JOHNSON: Uh-huh.
CHAIR PONTANILLA: --you know, comparing as we go forward. More information
that we get in regards to previous years would clear, clearly give us a real good
sense of how we're trending as far as revenues as well as expenses. Member
Baisa.
COUNCILMEMBER BAISA: Thank you, Chair. Just a few questions. Mr. Pablo, in
your presentation, you mentioned in the Bikeway Fund that there was $200,000
and that you would need an interfund transfer for one CIP project. Can you tell us
what that is?
MR. PABLO: I don't have the information here, but I believe it's the Baldwin Park
Bikeway Greenway. The Department of Public Works will be coming here and
they'll, they'll go over their CIPs. But that's what I believe it is.
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COUNCILMEMBER BAISA: Okay. I guess we'll wait for them. The other question I
had was in your presentation I kinda missed it. You went very quickly. It was
hard to write things down. You used some mathematical calculation and you said
we have 700 miles of roads in Maui County. And you mentioned the life of a
road and you said this is how many miles we need to pave a year. Can you please
give me that?
MR. PABLO: Certainly. I, I got this information from Deputy Director Michael
Miyamoto, and he provided this to me about a week or so ago. Let me get back to
your first question, though. It...Kal, Finance Director Kalbert Young did look up
that project. It is the Baldwin Bikeway Greenway Project for 200,000, regarding
your first question.
COUNCILMEMBER BAISA: Okay.
MR. PABLO: Regarding the Highway, the information I got from the Deputy Director is
he said that there is 780 lane miles on Maui.
COUNCILMEMBER BAISA: Seven hundred eighty? Okay.
MR. PABLO: Yeah. Molokai has 143 and Lanai 40 lane miles And he mentioned that
should be about 960 miles of roadway. And using a 20-year life, 48 miles should
be resurfaced on a yearly basis.
COUNCILMEMBER BAISA: Forty...48 miles a year.
MR. PABLO: Yeah.
COUNCILMEMBER BAISA: And judging about what we're paying per mile
MR. PABLO: We estimated 500 for Maui. 500.
COUNCILMEMBER BAISA: Five hundred miles? 500,000?
MR. PABLO: Five hundred thousand a mile
COUNCILMEMBER BAISA: Five hundred thousand for Maui -MR. PABLO: Yeah.
COUNCILMEMBER BAISA: --per year.
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MR. PABLO: Per mile For Maui, yeah.
COUNCILMEMBER BAISA: No, $500,000 per mile
MR. PABLO: That's correct.
COUNCILMEMBER BAISA: So if we're gonna do 48 miles -MR. PABLO: Yes.
COUNCILMEMBER BAISA: --what are we talking about?
MR. PABLO: Twenty-four million.
COUNCILMEMBER BAISA: Twenty-four million dollars, and obviously we don't
have $24 million. I think this is a very important point. I think most of us get a
tremendous amount of calls in our offices and we get accosted everywhere we go
about when you're gonna fix my road? And I think the taxpayer's need to
understand how many miles of roads we have to fix and what that cost and why it
is so difficult for us to do this.
MR. PABLO: Uh-huh.
COUNCILMEMBER BAISA: I think this is, you know, probably a very important piece
of information that I wish could get out to the public. Because I have a hard time
explaining to them when they say well, why isn't my road being fixed? It's the
same as it was when it was installed. But, you know, that may be 20 years down
the road 'cause it takes a long, long time to do this. Thank you for that piece of
information.
One last one for this round. You also made the statement...I think I heard you
right, say, in talking about salaries that nobody has had a raise. Would you like to
clarify that? Are we, I mean do we really mean that nobody's had a raise?
Nobody, nobody? ... (laughs)...
MR. PABLO: No. What I'm saying is that with the HGEA and the UPW, there hasn't
been an agreement in for...what, the past two years. And now we do have an
interim agreement, which covers furloughs. So that's basically what I was
referring to. The police, SHOPO does have their 6 percent a year. It's a four-year
contract. The firefighters, HFFA, did also have a four-year contract. So, they,
they did get their increases.
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COUNCILMEMBER BAISA: And so those will be going ahead in spite of the -MR. PABLO: That's correct.
COUNCILMEMBER BAISA: --economic turndowns?
MR. PABLO: Those are collective bargaining agreements to which we're, we're
required to cover. So, so we have budgeted for that.
COUNCILMEMBER BAISA: And the other side of that coin, has anybody had a
reduction in their salaries?
MR. PABLO: ... (Laughs)... This, this furlough will result in a reduction -COUNCILMEMBER BAISA: But in the past year?
MR. PABLO: --of about 4.6 percent. No. No.
COUNCILMEMBER BAISA: Okay. So, in the upcoming year, this one day of a
furlough appoints, amounts to about a 4.6 percent cut?
MR. PABLO: That's correct.
COUNCILMEMBER BAISA: Okay. These are just some basic facts, I think, that are
really important for people to understand because there's so much numbers and
stuff being thrown out that I hope people understand the environment we're
working in this time. Thank you very much.
MR. PABLO: Thank you for your questions.
CHAIR PONTANILLA: Thank you. Member Molina?
COUNCILMEMBER MOLINA: Thank you, Mr. Chairman. Mr. Pablo, my question
relates to the Highway Fund on your pie chart. Under vehicle weight tax, it is
12,600,000. Does that include the proposed one cent increase per pound?
MR. PABLO: That's correct.
COUNCILMEMBER MOLINA: Okay. And just on that increase alone, how much
would that generate with, that is part of this 12 million?
MR. PABLO: On an annual basis, it would generate about 6 million.
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COUNCILMEMBER MOLINA: Six million just by bumping it up -MR. PABLO: Yes.
COUNCILMEMBER MOLINA: --one cent? Okay.
MR. PABLO: But that's on an annual basis. The...any increase in vehicle weight tax
according to State law becomes effective January 1 st . So, in the Fiscal Year '11
budget only a half of that is projected, 3 million.
COUNCILMEMBER MOLINA: Three million, okay. And, and, and I bring it up
because under the Mayor's, you know, we were handed out the Mayor's remarks
dated March 15 th , and we have here 1 million for bus shelters and I guess the
expenditures for bus come under this fund. Am I not correct?
MR. PABLO: That's correct.
COUNCILMEMBER MOLINA: Okay.
MR. PABLO: It comes out of the Highway Fund.
COUNCILMEMBER MOLINA: And so is that part of the intent for the increase to help
fund the, the bus shelters -MR. PABLO: Yeah.
COUNCILMEMBER MOLINA: --and road improvements as well?
MR. PABLO: That's correct. In, in the shelters we're, we're going to be starting, well
we have started but what we'll be doing is about a million dollars worth on bus
shelters for Fiscal Year '11. And we have spread the remaining shelters over the
next couple of years.
COUNCILMEMBER MOLINA: Okay. I'll, I'll ask the Department when I get there in
terms of if they can actually expend that 1 million this Fiscal Year, so. But I'll,
I'll lay off of that part at this point, Mr. Chair.
And another question because this is significant in terms of not only will our
citizens be looking at an increase in their vehicle registration. But I'm looking at
it from the commerce standpoint, the delivery of goods and services, you know,
the, the trucking companies, farmers in my, my area, my, my district. It impacts
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those of us in Upcountry, our businesses who gotta go down to Central Maui, the
delivery of goods and services. So, it could in an indirect way have an impact on
the prices, what we pay for, for, for goods as well, so. And I know the
Administration has proposed not raising real, real property taxes am I correct, for
like hotel and commercial and so forth, in those areas being sensitive to business.
But I'm just kinda curious as to what impact this may have on business in other
areas? So...and I, and I'm speaking again as, as one of the representatives for
Upcountry. And anytime you have the delivery of goods and services from say
Kula, you know, our farmers, small business guys, small farmers, having to take,
truck down these, their goods and down to Central Maui, it does have an impact
on prices. And not only that, you have just small businesses in terms of their
services. For example, you have a locksmith company or somebody who has to
go and, and deliver services...plumbing, electrical, so forth. So, even though it's
good that it'll bring in revenue. But I think we also need to be mindful about
what potential, I guess, unintended consequences a proposed increase may have
here. So, anyway I'll, I'll save my additional comments for, for later, Mr.
Chairman. And I'm sure we'll get some comments from, you know, the private
sector side on it.
CHAIR PONTANILLA: Thank you.
MR. PABLO: Mr. Chair, if I may? Let me make a comment regarding your question, I
mean, your point about the hotels. In the real property tax area, there's ten land
classifications. As the Mayor explained, what we're trying to do was to bring the
tax revenue for each of those ten land classifications to the same level of revenue
this year as it was last year. When you come to the Hotel/Resort classification
land area, there's about 9,000 parcels, but of that 9,000 parcels only 30 are really
hotels. You have a decline in value in the condominium sector, but hotels have
relatively stayed the same. So, if you increase the rate in a hotel/resort area to
compensate for the loss, what we're doing is putting the burden on the hotels to
cover the reduction in value, assessed value, for the other 8,700 properties or 970
properties. So, what we did was we took, we looked at the land classifications,
see which categories they are. We determined what the rate would need to be to
bring the hotels to pay at about the same level as last year. And as it turns out, the
hotels at this rate will be paying more. But we didn't want that the hotels to
compensate for the decline in assessed values on the condominiums. Thank you.
CHAIR PONTANILLA: Okay. Thank you.
COUNCILMEMBER MOLINA: Thank you, Mr. Pablo. Thank you, Chair.

-56-

BUDGET AND FINANCE COMMITTEE
Council of the County of Maui
March 22, 2010

CHAIR PONTANILLA: So in other words, the hotel subsidize a whole bunch of
different tax categories, Mr. Pablo? So the hotel does subsidize some of, well
most of the tax categories that we have?
MR. PABLO: I'm sorry, Chair. I missed that question.
CHAIR PONTANILLA: Yeah. So, the hotels, their property taxes that they pay to this
County pays for some other classifications in regards to this County in tax
revenues?
MR. PABLO: That could be. When the valuation, the assessed values and the other part
of that hotel, Hotel/Resort classification has a decline and the other section does
not have a decline, then you'll have an unequal taxation in there. The Finance
Department is working in that, on that particular land classification right now to,
to see whether there, there's a better way of categorizing them.
MR. YOUNG: Mr. Chair?
CHAIR PONTANILLA: Thank you. Mr. Young?
MR. YOUNG: For your question, actually the Hotel classification is the single-largest
contributor to real property tax of all the classifications. And they are also being
proposed a rate increase for their...their real property tax rate will be increased.
What Mr. Pablo is explaining is that the, the range of the increase was set so that
a, what's called a "revenue-neutral component" could be derived, which means
that the entire classification, all the properties in the Hotel class, would bring in
the same amount of revenue in FY '11 as that same group of classification brings
in in Fiscal Year '10. But because of the...there is a disparity in the types of
properties that are in this classification...a hotel, which only represents about
30 properties, and this would be what is customarily thought of as hotels. So, you
know, the Grand Wailea, for instance, or Kea Lani versus other smaller
condo-resort properties, that rate increase would be more detrimental to the larger
hotel properties disproportionate to say the smaller properties. So, Mr. Pablo's
explanation was more on point relative to the effect that a rate increase would
have to these smaller properties versus the larger properties. But your question is
specifically the Hotels category is the largest-single contributor for real property
tax. We have no doubt that they cover the largest portion of revenue. They are
being proposed for a rate increase.
CHAIR PONTANILLA: Thank you.
COUNCILMEMBER MOLINA: Chair?
-57-

BUDGET AND FINANCE COMMITTEE
Council of the County of Maui
March 22, 2010

CHAIR PONTANILLA: Okay. Mr. Molina.
COUNCILMEMBER MOLINA: Can I, can I just follow up on the vehicle question?
CHAIR PONTANILLA: Sure.
COUNCILMEMBER MOLINA: Okay. Thank you for that clarification, Mr. Young,
`cause I, I, I thought I had heard that the hotels, there was a proposal to keep them
flat in light of the times that we're in. But getting in...and they do have the
opportunity to appeal as well, too, yeah. My, my, I guess, interest in this vehicle
weight tax is anytime we're gonna propose an increase, and I know we wanna get
more funds in there to do what we...improve our roads and so forth. But I think
we, we have to be assured as elected representatives to tell our constituents that
the County is going to deliver. If we're gonna raise, we gotta make sure the
Administration delivers. Because I, you know, putting myself in the place of the
consumer or citizen...if you're gonna raise me, fine. But make sure you deliver.
You're gonna ask me for more money, then produce. And, you know, we're the
guys that are going to face the flack from the, from the public if we, we do raise
and follow this recommendation as well, Chair. So, I just wanted to make that
statement, Chairman. Thank you.
CHAIR PONTANILLA: Thank you. As we move forward on this 2011 proposal
budget, when the other, the big departments, especially the big departments, those
types of questions in, in regards to, yeah, you know, providing the services that
the people pay for is being done, those specific questions can be asked of, of those
people, especially on the capital improvement side.
Just one more question for Mr. Pablo. In, in regards to capital improvements, you
know, we always talk about old projects that's been on the books for quite a
number of years. Is, is there...I, I know there's an on-going process as far as
closing out those old projects. As we close out those old projects, what becomes
of the funds that are still available?
MR. PABLO: Thank you, Chair. That's a very good question. Yes. Every year we've,
we've been looking at the old projects, which appear in the quarterly reports. We
have a County ClP Coordinator, Wendy Taomoto, and she has been very,
working very closely with, with each department to go through this list to see
which projects are inactive, which projects can be, can be disencumbered. Those
disencumbered amounts will go into the carryover savings.
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CHAIR PONTANILLA: Thank you. And in regards to the Capital Improvement
Projects that are being proposed in this Fiscal Year, I, I know because of her work
that most of these projects are projects that we see in the near future that can be
done rather than sit on the block for many years.
MR. PABLO: That's, that's correct, Chair Pontanilla. We have identified 72 projects.
The CIP Coordinator worked very closely with the CIP people in each department
to assure that the projects that are in the budget will be done or it will be started
within the 18 months provided by Charter.
CHAIR PONTANILLA: Thank you. Members, any more questions for our Budget
Director? Seeing none, you know, I talked to Mr. Young earlier in regards to his
PowerPoint presentation, and it's going to take 40 minutes. So, rather than have
Mr. Young start his presentation, you know, we'll recess this meeting until 1:30
this afternoon.
COUNCILMEMBER MOLINA: No objections.
CHAIR PONTANILLA: So, this meeting is now in recess `til 1:30 this afternoon.
. . .(gavel). . .
RECESS:
RECONVENE:

11:38 a.m.
1:31 p.m.

CHAIR PONTANILLA: . . .(gavel). . . The meeting for the Budget and Finance
Committee meeting is now reconvened. Members, this afternoon we do have
Kalbert Young, the Director of Finance And similarly to Budget Director Pablo,
Mr. Young has prepared a PowerPoint presentation in regards to the revenues for
Fiscal Year 2011. So, at this time the Chair will take a short recess to bring down
the screen. . . .(gavel). . .
RECESS:
RECONVENE:

1:31 p.m.
1:32 p.m.

CHAIR PONTANILLA: . . . (gavel). . . The Budget and Finance Committee meeting is
now reconvened. At this time, I would like to call on Mr. Young to provide us
with the PowerPoint presentation on the revenues for Fiscal Year 2011.
Mr. Young.
MR. YOUNG: Thank you, Mr. Chair. Good afternoon, Members. This is the
presentation for the revenue portion of the Fiscal 2011 Proposed Budget. It, it's
similar to the presentations that I've given you in the past years, so it has a level
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of consistency that you can compare previous presentations too. But it also
provides a historical look in terms of a trending for past fiscal years as well.
So, the first slide...and, and, and also this presentation is provided to you via
hardcopy, a handout that was provided to you earlier. The first slide shows the
different revenue components that are projected in the budget and the amount of
revenue associated to each of those, each of those components. Here you'll see in
the Fiscal Year '11 column the different components. Real Property Tax; the next
largest contributor is Current Services; Transient Accommodations Tax; Public
Service Tax; the money we get from License, Permits, and Other types of
revenues; the Fuel & Franchise Tax, which is only to the Highway Fund; the
various Special Assessments by fund; the Intergovernmental Funds; and then an
amount for debt. We...it's labeled here as revenue, but this is actually General
Obligation Bonds where we actually sell debt to get this revenue; and the amount
for Carryover Savings; and then for Interfund Transfers.
Now, this, all of this revenue equals the budgeted amount of 530 million. The
things to note here is that if you look at a historical basis going back to
Fiscal Year '08 and just take a look at the trending just here at, in terms of the
different revenues, you'll notice that real property tax, we're back down to
somewhere right around the Fiscal Year '09 projection for real property tax. And
you must keep in mind that this includes rate increases for various categories in
Real Property Tax. There hasn't been a rate increase in real property tax across
the board for quite some time. In fact, it predates this 2008. The tax rates
actually were lowered at some points from Fiscal Year '06 through '08 for
various categories. The other thing I'd like to point at this slide here is if you look
at the carryover savings amount, you'll see that it has decreased each year. And
this is total carryover savings for all funds. So, we're looking at a projected
carryover savings decline to about 22 million from a peak of 51 million in '08.
This is the overall affect and change in the historical budgets going back to
Fiscal Year '04. This is a percentage change from the year prior. So, for
instance, in Fiscal Year '04, the rate of change in the budget from Fiscal Year '03
was 18.6 percent compared to now where the rate of change for Fiscal Year '10,
the Fiscal Year '11 Budget is proposed to be about a 5.9 percent decrease from
the previous fiscal year. This is illustrative of declines in revenue collection on a
per-unit basis, but also rising expenses over that same period of time mitigated by
declining revenues.
We'll go through a little bit more detail each of these revenue components
specifically for Fiscal Year '11. So, this is, this slide just represents what I've
already shown you just looking at specifically for Fiscal Year '11. This
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represents the amount for each component in the total revenue stream for the
County.
Once again, real property tax is the largest contributor to revenue for the County
for Fiscal Year '11. At the current proposal, it is about 41.9 percent of the total
budget is attributable to real property tax. The next closest item is charges that
we, we issue for current services, and that only accounts for about 20 percent of
the total budget.
Graphically, this is a comparison from Fiscal Year '10, the current fiscal year, to
Fiscal Year '11. Usually there's not much change in terms of the percentages, but
the comparison for this year does show some small actual increases in the area
of...real property tax is about 0.8 percent of the total budget larger. And here,
this is actually the charges for current services is a little bit larger, about a full
percentage point. And that's, that's due to, you know, rising rates, which the
modifications in their rates and fees for various services. All of that's in here.
And the thing to get from this slide is that the two biggest contributors, how big a
portion of the pie they are. You know, graphically when you look at it, it is very
obvious that those two areas, what we charge for services and what we collect for
real property tax, make up two-thirds of what the entire County needs to run
operations.
So, getting into the individual components. First of all, real property tax. As you
recall from several weeks ago, we did provide you notice that the amount of
revenue from real property tax, this Fiscal Year '10 will be the first year in which
we actually show the estimated collection to finish the current fiscal year will be
less than what is budgeted. This gap here is roughly about $8 million, of which
5 5 million, you know, we did report as potential shortfall for this year in
appropriation.
The same is true, actually, for Fiscal Year '11 when you consider that without any
rate adjustments to tax rates for Fiscal Year '11, the amount of revenue that would
be generated from real property tax would decline to about 200 million. Even
with the rate adjustments that are proposed, and I'll get into them more
specifically on the next slides. Even with the rate adjustments that are being
proposed, it will only contribute 222 million in terms of revenue. In the current
fiscal year, real property tax revenue is budgeted at 232 million. Without any rate
adjustments, this goes down to 200 million even. So, even with the rate
adjustments, we are looking at a reduced real property tax contribution by about
$10 million.
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Real property tax certification is scheduled to be delivered to the County on
April 19 th . That certification is the official record of assessed valuation for each
property parcel in the County of Maui. The Mayor constructs her budget without
the benefit or luxury of knowing the certification values for our properties. So,
the proposal that is before you is based on an estimate and projection of where
certification will come in on April 19 th . Real property tax certification is for all
property valuations as of December 31 st, 2009.
Now, we'll get into the specific rates. There are rate enhancements for nearly all
of the property classifications. I'm showing you the history of where the rates
are. These are all the approved rates by Council going back to Fiscal Year '06.
There are 11 classifications for properties in the County of Maui for Fiscal
Year '11. One new rate was established in the last calendar year and that will
take effect for Fiscal Year '11. And that's the Commercialized Residential rate.
Here are the first five property classification rates. Improved Residential is
proposed to increase from $4.85 to $5.80. The Homeowner rate is set to go from
$2 to 2.50, Unimproved Residential to move from 5.35 to $7.25, Apartment from
4.55 to $5, and Commercial rate from 6.25 down to $6. And the thing here I'd
like for you to know is if you look historically at where the rates are going back to
'06, '07, many of the rates are still lower than at that time, than at that time frame.
And as I said, many of the rates have actually been adjusted down beginning in
'06, '07 to the, to where they are in the current fiscal year. And all of these are
proposed on a per $1,000 of value.
For the Industrial rate, it's proposed to remain level at 6.50. For the Conservation
rate, it's proposed to increase from 4.75 to $5. The Agricultural rate is proposed
to increase from 4.50 to $5.. The Hotel/Resort rate is proposed to increase from
$8.20 to $8.75. The Timeshare rate will stay level at $14. And for the new
Commercialized Residential rate, that is proposed to be established at $6.25.
The Administration recognizes that the County Council will have the final
authority in terms of setting where the rates will be established, and you will have
the benefit of the real property tax certification values, which may be more or less
than what the Mayor estimated. And that will likely have some bearing on where
these final rates settle out at.
Now, I inserted this slide for your folks' benefit. You might have a hard time
seeing it here, so it actually better, be better, more beneficial for you to look to
your hardcopy and to keep this mind when you start thinking about where you
would support real property tax rates. This is a comparison of real property tax
rates for all the other counties in the State of Hawaii. This slide here is in the
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current fiscal year, and it shows the rate for each of the categories and the
certified revenue that is contributed for each of those counties.
Now, some of these classifications are not relevant in some other counties. For
instance, the Homeowner rate here, which in Maui County is $2, in the City and
County of Honolulu, there is no such thing as a homeowner's rate. The City and
County of Honolulu only has Improved Residential. So, whether you're a
homeowner or not, if you own investment property or you live, you're
owner-occupant, you are still applied to this Improved Residential rate.
But the Homeowner rate in Maui is $2, on the Big Island it's $5.55, and on Kauai
it's $3.81. Just from this rate alone in this classification when I look at it here,
this is the basis for when I say Maui County residents are actually...we have one
of the most generous Homeowner rates at $2, bar none. In fact if you look, it's
the cheapest rate of any category in the entire State of Hawaii.
Now, there are some rate proposals for other counties for their Fiscal Year '11
budgets too and I've...as of last week Friday, I tried to review all of the rate
proposals in all the other counties' budgets. And this is the...this is where all the
other counties are settling at. Now, I pointed out Honolulu had no Homeowner
rate in 2010. They've established one for 2011. This is the rate that
Mayor Hannemann is proposing in his submittal to his County Council at $3.42
compared to where Maui is proposing.
I also point out that this doesn't show you what the Homeowner's Exemption
level is. Maui's Homeowners' Exemption is going to be 300,000 for Fiscal Year
'11. The City's Homeowners' Exemption rate is nowhere near 300,000. In fact,
I, I'm not certain of the amount, but I think it's 120,000? 120,000? Similarly, on
the, in the County of Hawaii and Kauai, they do not have as large a Homeowners'
Exemption rate but if you look at their rates for the homeowner category, it is
quite significantly higher than Maui's proposed rate.
I'd also point out in the Hotel/Resort rates, which is, this is a comparable
comparison, you'll see Maui falls somewhere in between where Kauai and the
Big Island charges for hotels/resort, and we're far below what is charged for the
City.
Hawaii and Kauai counties have not submitted budgets that include proposed rate
revisions. These are the current rates that they charge in the current fiscal year;
however, it is because of the rate...or, or it's because of their budget schedule to
their councils. The Big Island can submit a second proposal after certification.
So, the Mayor has the opportunity to actually come down to their council with
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rates after he knows the certification Likely these rates will be revised at that
time. Similarly, the County of Kauai has not submitted any rate revisions for real
property tax in their budget, but in their budget proposal, it shows that they are
accepting about a 10 to 15 percent decline in real property tax revenue and their
budget is structured accordingly. So, based on that premise, I would...I'm
assuming that Kauai will likely, or maybe...or, not likely, Kauai may not submit
any rate revisions from the Mayor's office.
Okay, charges for current services are those items that I mentioned earlier that
when...this is only in the General Fund. In the General Fund here, which are
those services that we charge for items such as, you know, when you use a
community center or any programs for services. It's not a lot in terms of current
services attributable to the General Fund, but I'm just showing it here. What
we've budgeted is to be level to what is projected for this year, and it comes out to
about just a little bit over 1.1 million.
Now, in the Highway Fund is the significant increase here in charges for current
services. And this is related to the public transit fare. The rate of increase in the
last four years in public transit fare has been largely attributable to increased
ridership. There's only fares charged on the fixed routes and on the commuter
routes. There's no charge on the circulator routes that exist between Wailuku,
Kahului, Lahaina, for instance. That will change in the FY '11 proposal. There
will be a dollar charge on the circulator routes and an increase on the commuter
routes from $1 to $2, and $1 fare on the circulator routes. This would result in an
increased revenue to about $2 million projected, more than doubling what they
current, currently project for revenue for the current fiscal year. More than half of
the ridership numbers come from ridership on the circulator routes, and the
Department of Transportation, I believe, is gonna be here before you tomorrow
and can provide you more details on the individual unit components to get to this
$2 million revenue.
Also in the current services are areas of the special funds for Solid Waste. So,
one component here is the residential trash pickup. This is the amount that is
billed to homeowners for County trash pickup. It's currently $18 a month. That
rate was enhanced for Fiscal Year '10, and it is not proposed to be modified for
Fiscal Year '11. The projected revenue in the current fiscal year is 5 million.
They've already shown that they are right on target with the current rate of
collection to be very close to that 5 million. So for that reason, we are projecting
that they will bring in another 5 million in Fiscal Year '11 without any rate
enhancements.
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On the other part of Solid Waste is the landfill services, more commonly known
as the tipping fee component at the landfill. There is rate enhancements here for,
proposed from currently it's at $58 a ton; it's proposed to increase by $3, to $61 a
ton. In the Budget Ordinance, this rate is proposed as a cent per pound fee. So,
I'm not...I can't remember what it is projected, presented in the budget on a cent
per pound, but when you do the math it comes out to $61 a ton.
Now, there's also some rate enhancements for tipping fees that are on the
non-scale weight side. These are for landfill locations that do not have a
computerized scale. They are handled basically on a truckload rate. This
particular rate has not been adjusted for quite some time even though the
calculated tipping fee rate has been. So, when you look at that portion of the
budget, you'll see some significant increase in this particular weight category but
it's because it needs to be, it needs to be updated, modified, so that it is current
with the computerized tipping fee rate.
For the Water Department, there are also rate enhancements proposed. They are
approximately 7 percent rate increases in the Water Department. The Department
estimates that even at 7 percent, the average residential household will see a
monthly service bill increase of about 1.75. But users with higher rates of use
will of course see larger rates of increases.
Now, the thing here to note is that even with the 7 percent rate increase, you
notice there's actually a revenue decline projected from just under $51 million in
Fiscal Year '10, a 7 percent rate increase would only result in about $48 8 million
revenue draw in the Water Department. This is based on an examination of their
historical rate of revenue production, or their actual revenue collection at
historical rates. The Department estimates that the reason for the declines over
the last several fiscal years has been largely the effect of conservation efforts.
There have been reduced water usage, which is a good thing in terms of
conservation and preservation of our water resource. However, on the fiscal side,
when you have reduced water usage, you also have reduced water fees and
revenues.
And related to that is the Wastewater services. Wastewater is projecting a rate
increase of about 5 percent. And the billing for Wastewater services is closely
tied to the Water Supply billing, meaning that, you know, the Water Services that
you, when you, when you pay your water bill, the amount of water that you
actually use, potable water that's actually used, goes into the calculation estimate
for how much wastewater you actually used. And here, even with a 5 percent rate
increase in Wastewater, due to the conservation efforts and that tying with the
Water Supply, it will likely mean that their revenue will be flat to the current
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fiscal year. The Department estimates that even with a 5 percent rate increase, the
average household will see an increase in their monthly billing by about $1.50 a
month.
Now, the transient accommodations tax is estimated at about 17 5 million for
Fiscal Year '11. That's just about the same as the estimated actual for the current
fiscal year. We've, we budgeted 17 million in Fiscal Year '10. For Fiscal
Year '11, it's budgeted at 17,500,000. This is in recognition of some positive
signs for activity and growth in the industry Statewide over the last half of the
year, of the calendar year 2009. So, we're rather optimistic that should that level
continue for the next 12 months forward, we would feel optimistic to increase that
projection to 17.5 million.
Now, I would point out that there are several measures before the State
Legislature that likely could amend, alter, or remove the transient accommodation
tax revenue component for the counties. So, including it in the budget is...we just
need to be mindful that this revenue component could be at risk. But nonetheless,
it is still included.
Here's a history of the TAT going back to 2002, and I would point out that there
have been periods where the amount that we actually collected has been less than
what we budgeted. So, we do need to be very cautious when we do set the
estimated amount for TAT because we wouldn't want to be caught in a situation
like here where we are short 3 million just in one revenue category in, for
instance, in the TAT. Last fiscal year, Fiscal Year '09, we actually did fall under
the budgeted amount just by a little bit above half a million dollars in the TAT
collection. There is reason to be optimistic for the current fiscal year. We are
projecting about a $1 million overage in terms of collection than what was
budgeted, and that goes into the consideration of where we are proposing to
establish TAT for Fiscal Year '11.
The license, permits and others, this, these are items such as the building permits
or the bicycle licenses, liquor licenses. And the biggest one here is vehicle
registration. The amount of license or permits in the Highway Fund is projected
to increase from 11 million to about 12 1/2 million largely due to a rate
enhancement of one cent per pound in the vehicle weight tax. That would
contribute 12.6 million to the Highway Fund.
These are smaller revenue components for the General Fund in fines and penalties
and use of money and property. The big one here is in the General Fund. This
here is actually investments, investment of our County investment portfolio.
You'll see it kinda peaked in '09. This was, you know, when the interest rate
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market was rather good for the County and our portfolio was of a size that we
were able to capitalize on that. Our portfolio size has not really changed per se
but what has is the current interest rate environment where we have very low rates
of interest and returns on monies invested. So, as a result, we're seeing this
decline here of revenue from use of money and property.
Now, the fuel and franchise tax...this slide here only relates to the fuel tax. The
County of Maui charges 16 cents per gallon for all gasoline and diesel sold in the
County of Maui. During...this, this 16 cent level hasn't really changed for the
last three years. It was 18 cents, I believe, in Fiscal Year '07. It has, it was
lowered to 16 cents. Since then, the rate has pretty much stayed steady for the last
several years. But starting in Fiscal Year '10 we already started to see some signs
of waning in terms of the fuel tax contribution. This was due to some significant
price escalations in, that began in February of 2008. If you recall, gasoline
unleaded reached, I think, about, close to $5. I think it just topped above $5 for a
couple of weeks on the island of Maui. At that time, we did see some reduced
consumption, and that contributed to declining fuel tax projections.
Since then, we've had some larger economic declines. Rate of tourism has
declined. All of those contribute to decreased consumption at the pump. And that
has triggered a overall decline in fuel tax revenue. For the current fiscal year,
Fiscal Year '10, we modified the fuel tax revenue to 10 1/2 million off from
11 million the year before.
Current trends on real, on fuel tax collection are indicating that at the current price
level, we do not see a improvement on the fuel tax level contribution. This has
also been coupled with State Legislature components and measures to increase the
State portion of the fuel tax, which is currently 29 cents per gallon. There are
proposals to increase that by as much as ten cents, or one-third increase on the
fuel tax portion. That means that you, immediately you would see a ten cent
increase at the pump. That could contribute to a decline in the overall
consumption. We've taken that into consideration and established the
9.75 million for Fiscal Year '11.
Here's a historical look at both the fuel tax and the franchise tax. This graph here
is just the fuel tax. And the thing to note here is the rate of decline in the lighter
blue to here...over the last several years. Even though we've tried to budget this,
an amount, you know, that we thought was a little bit higher, what we're seeing is
actual collection is falling behind budgeting. So, we need to be a little bit more
conservative in terms of what we estimate for fuel tax collection.
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On the franchise tax side, which is the tax that is paid by electrical and light
companies to the counties as their licensing or franchise ability to operate within
the County, it's 2.5 percent of their annual gross receipts. We're projecting to
keep that level for Fiscal Year '11. This spike here is largely due to the cost of
fuel increase during and prior to this year. Because this is a gross annual receipt
tax, when MECO charges more, we get more. It's not, this is not based on profit.
This is based on gross receipts. So, the estimated for this current fiscal year here
is actually level to where it's budgeted, largely reflecting a decrease in fuel cost
and expenses for MECO. So, for that reason, you know, we are keeping it level at
81/2 million.
In the public service company tax, this is a tax that's, of 1.885 percent again on
gross income or revenue. It's paid by public utilities in lieu of paying property
taxes. We are increasing this projection by 1.3 million. Quite a significant
increase when you consider that in historical years we budgeted right at
6.7 million. We're increasing it because, excuse me, because the rate of actual
collection has shown proof to sustain at a higher level. So, we are being a little
bit more optimistic by increasing the proposed budget to utilize some of that
projected revenue. So, for Fiscal Year '11, we are projecting it to be 8 million.
Special assessments have significantly decreased. These are assessments that are
charged on or applied to different developers or entitlements. And the park
assessments for instance, there are no projects that the Department has been able
to identify that would contribute park assessment fees at the same level that have
been in the years past. So, for this reason, the rate of revenue for this assessment
is declined. Similarly, the Department of Water Supply has a reduced amount of
this assessment allocation, one, because of consumption but also two, because
again of development projected for the next fiscal year.
Now, General Obligation Bonds, I told you earlier, we count as revenue.
However, they are actually debt that we will borrow for funding of capital
projects in the new fiscal year and beyond. For Fiscal Year '11...these amounts
here, by the way, are the amounts of projects that are appropriated in each year's
budget to be funded via General Obligation Bonds. So, for the current fiscal year,
there are $51 1/2 million worth of projects that are appropriated to be paid via GO
Bonds. For Fiscal Year '11, there's $45 million worth of projects that are
appropriated.
Now, the last time that we sold General Obligation Bonds was in January of 2008.
So, that was back in Fiscal Year '08. We're concluding that we'll likely be able
to finish the Fiscal Year '10 without selling General Obligation Bonds for this
fiscal year. That means we'll make it through two whole fiscal years without
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selling GO Bonds. It's rather remarkable actually. And we also will employ this
strategy as a means to address the revenue shortfall for Fiscal Year '10. So, it's
actually rather, it's, it's actually rather good that we are able to push off selling or,
or getting new debt.
But, what that would mean is that since 2008 all of these appropriated projects
have not been sold bonds. Potentially, this is the amount of debt that is
outstanding that if we went to sell bonds, we would be looking at all of these
projects or some large portion of these projects as available for GO Bond debt,
which means that we could have a sizeable bond sale ahead of us. Now, the thing
to keep in mind, that earlier question in the morning session was, was about
assuming debt. How much can we assume? Are we at the limits of where we
should be borrowing?
And there are a number of ratios that the County looks at and credit agencies and
underwriters will look at to determine our credit worthiness, the fiscal health and
condition of the County. These are only four of 'em but they're the most
significant ones that we do a quick and easy look to see each year in finance when
we tell Mr. Pablo how much new GO Bond appropriated projects are, can, how
much can we handle. These are the four ratios that we look most critically at.
The first is annual debt service as a portion of the annual operating budget. So,
how much debt do we pay each year, the interest and principle that is due each
year as a portion of the operating budget? We have a debt policy. And the debt
policy we've identified that it should be less than 12 percent. The overall debt
load as a portion of the County assessed valuation. This is a Hawaii Revised
Statutes limit to stay below 15 percent. The overall debt load...and I'll show,
show you in later slide...is actually, Maui is actually very fortunate. We have a
very low debt load currently. It's actually only about 250 million. And County
assess valuation, you know, if looked in the budget, it's actually above 2 billion.
So, we're, we are well below this 15 percent. So, this ratio, although it's provided
in statute, is actually really not relevant for Maui at this point.
These other two are, we are actually rather close. Debt per capita, which again in
our debt policy is to stay below $2,500 per citizen or resident. The County of
Maui estimated it between 140,000 or 150,000 residents. This debt per capita, if
you calculate how much we actually have outstanding plus how much is
potentially out there, we are close if not over. And I would also point out too that
all these ratios not only apply to GO Bonds, they also apply to, to other forms of
debt such as State Revolving Loan Funds. That is a form of debt. That goes into
this calculation. And lastly, this debt as a percentage of the debt limit So, where
we are as our overall debt as a percentage of how much could we borrow in terms
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of debt supposed to be less than 10 percent. We are actually rather close to this
limit here based on where we currently have outstanding debt and what we project
as possible future debt.
Intergovernmental funds include State Revolving Fund loans. So, this is included
in, in our budget for Fiscal Year '11. How much projects here are projected to be
funded via State Revolving Fund loans. Now, it's shown here as
intergovernmental funds. A number of these State Revolving Fund loans could
evolve or be modified into the form of a grant because some of these
appropriations will fall into ARRA funding. And if that be the case, there is a
potential that they will not be loans per se, they will actually be grants. That
would affect the overall look at how much, you know...would it, would it be
relevant to a debt calculation as debt.
Carryover savings, this is the...we're getting on to the last few slides here.
Carryover savings is probably the most complex and the most estimated portion
of the overall budget because there's a number of different input components that
have to be estimated. So, this is a brief summary of what, of what it takes to
calculate or estimate the carryover savings. It's an estimation of those funds not
encumbered and not expended remaining at the conclusion of the current fiscal
year, which is Fiscal Year '10.
The calculation and inclusion of carryover savings, it is complex. It considers the
actual reported carryover savings balance in the Comprehensive Annual Finance
port, Report for the prior fiscal year, so, 2009. This report is being concluded
now by the auditors. And when that report is concluded, you will have the
definitive carryover savings available at the end of Fiscal Year '09. That amount
that was available in '09 was already estimated and appropriated when the Fiscal
Year '10 budget was being constructed.
So, we're, we are actually already in the fiscal year where we're already using
some of the carryover savings funds that was anticipated or hoped for in '09.
Then we have to take a look at what is the amount of budget will be remaining at
the end of this current fiscal year from departments. How much additional
revenue would be collected above what was budgeted. All those go on a different
fund basis. So, each of the funds have to do this calculation for carryover savings
in order for it to be projected into the Fiscal Year '11 proposed Budget.
Here's an example. These numbers are not exactly, are not the exact numbers,
especially not this one in the CAFR because this slide was constructed ahead of
the CAFR being completed. But for instance, if the CAFR for '09 shows a
carryover savings of 46.7, and that's what we thought it was going to be at the
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time that the budget was being constructed, you take out any Fiscal Year '10
budget amendments that the Council has considered or likely passed--that's about
800,000--less carryover savings that were already appropriated in the Fiscal Year
'10 Budget, and this number is known, it's 24 3 million in the General Fund; how
much additional revenue in the current fiscal year will actually be collected above
budget. This is actually a deficit for Fiscal Year '10. We're anticipating reduced
revenue collection, thus the communication to Council about a revenue shortfall
in the current fiscal year. And an estimate of operational savings in the General
Fund for the current fiscal year, which we are assuming to be zero. This math
gets you to the 9.4 million. This is the amount that is budgeted in the budget
proposal for Fiscal Year '11 from the Mayor. It's 9 4 million carryover savings
available for appropriation in Fiscal Year '11.
That concludes the presentation on the Countywide, I'm sorry, on the revenue
components of the budget. Mr. Chair, I'll be available for any questions on any of
these slides or any other areas in the overall revenue.
CHAIR PONTANILLA: Okay. Thank you, Mr. Young. At this time, the Chair will call
for a short recess. . . . (gavel).. .
RECESS:
RECONVENE:

2:15 p.m.
2:17 p.m.

CHAIR PONTANILLA: . . . (gavel). . . The Budget and Finance Committee meeting is
now reconvened. Members, we just saw the overview in regards to projections
for 2011 Budget revenues. At this time, is there any questions for Mr. Young
regarding the presentation?
COUNCILMEMBER NISHIKI: Which way are you going?
COUNCILMEMBER BAISA: Which way are you going?
CHAIR PONTANILLA: Mr. Molina.
COUNCILMEMBER MOLINA: Thank you, Chair. I was hoping you'd give it to
Mr. Victorino, but. . . (laughs). . I'll, I'll take a stab at it. It's a lot. Whew, boy.
For Mr. Young, nothing but good news, yeah? Well, I mean, and I say that
facetiously.
First, just on the, I guess it was the fuel tax. And I know you're not proposing,
the Administration's currently not proposing any increases there. I guess, by
having promoting less driving and increased emphasis on the bus, I guess one of
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the unintended consequences from that now is of course less monies coming in
for, from, from the...in terms of revenue...from fuel tax and of course less money
for road improvements as well. Has...did the Administration consider the
possibility of a fuel tax? And if so, what would've been considered? A 5 cents
increase, 4 cents, 3 cents? And, and...can you lend us any thought on that?
CHAIR PONTANILLA: Mr. Young.
MR. YOUNG: I do know, Mr. Molina, I do know that modifications to the fuel tax was
considered at some point in the budget construction. Some of that, and as you
know we did not settle on proposing any fuel tax adjustments. Some of that
consideration though was given to the fact that the State Legislature is considering
as much as 10 cent increase on the State portion. If you coupled that with a
County fuel tax adjustment, you know, 2 cents, it could, you know, it would be a
cumulative effect should the State actually be able to follow through with their,
their tax adjustment.
For the County of Maui, historically every cent increase in the County fuel tax
portion generates somewhere about $700,000. In the peak years, it came actually
close to a million dollars worth of revenue to the Highway Fund. So, that's some
of the consideration that was given but in the end, we opted not to propose an
increase to the fuel tax.
COUNCILMEMBER MOLINA: Okay. Thank you. And I think this is why when folks
complain about the roads, why, you know, maybe there may not be enough
money. 'Cause otherwise you have to look at, you know, bumping up the fuel
tax. But at the same time, in light of the times we live in and gas prices the way
they are, it certainly makes for a difficult decision in that area. But anyway,
so...for those who may be wondering why it's sometimes difficult to raise the
fuel tax but at the same time you gotta expect less service if you don't raise that
tax, yeah.
One more question I had, Mr. Chair, regarding the rates for real property tax on
Improved Residential. You're looking at an increase from 4.85 to 5.80. Now,
this would impact the people who rent or renters, I guess, yeah. Can I ask why, it,
it seems like a somewhat significant increase in that area. Can, can you, you tell
us why you're proposing this much of an increase?
MR. YOUNG: Certainly. We'll get more, into more details of the technical components
that, you know, contribute for each category in real property tax when it's, when
we do --
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COUNCILMEMBER MOLINA: Yeah.
MR. YOUNG: --the presentation of real property tax following certification. But the
Mayor's philosophy on settling on the rates was to one, establish a revenue
neutrality component, meaning that each of the classifications will...what would
the rate have to be for each of these classifications so that the class, the entire
class brings in the same amount of revenue in Fiscal Year '11 that it did in Fiscal
Year '10. And at that comparison, the $5.80 is the rate that would establish that
all the properties in that classification would bring in the same amount of revenue.
Now, in theory, it would be that...that would mean that although the rate has
increased, the properties would not see any...they would essentially be paying the
same amount on their tax bill, right, because the class would be contributing the
same amount of revenue. So, the tax bill may not change as largely even though
the rate increase -COUNCILMEMBER MOLINA: Uh-huh.
MR. YOUNG: --on a percentage basis, you know, may be more significant.
COUNCILMEMBER MOLINA: Uh-huh. Okay, thank you. Thank you, Chair.
CHAIR PONTANILLA: Thank you. Member Baisa.
COUNCILMEMBER BAISA: Yes. First question I have, you remember this morning I
asked a question about the Bikeway Fund and I'm kinda trying to follow it. I'm
looking at Mr. Pablo's page and he talks about 200,000 and estimated revenues of
175,000. And we just looked at yours on Page 9 and it talks about 25...1 mean
250,000. Or is it 25,000?
MR. YOUNG: It's probably 25,000.
COUNCILMEMBER BAISA: It's 25,000. I'm trying to, to reconcile this.
MR. YOUNG: Uh-huh. Yeah. So, the 25,000 that's referenced here on slide...
COUNCILMEMBER BAISA: It's on Page 9 on the bottom.
MR. YOUNG: Okay. That, that 25,000 is the result of bicycle licenses charged at the
DMV.
COUNCILMEMBER BAISA: Yeah.

- 73 -

BUDGET AND FINANCE COMMITTEE
Council of the County of Maui
March 22, 2010

MR. YOUNG: And that's 25,000. The remaining balance of revenue to the Bikeway
Fund -COUNCILMEMBER BAISA: Yes.
MR. YOUNG: --actually comes via a transfer from the Highway Fund.
COUNCILMEMBER BAISA: Okay. Okay. Got it. Okay. Too many numbers.
MR. YOUNG: Yeah.
COUNCILMEMBER BAISA: The other issue that I found very interesting and that you
mentioned was about the Water Department. And I found it very interesting that
even though they're going to have an increase they're gonna have less revenue.
And I understand that there are rate studies done in, you know, in a, a long time
before we actually set rates. But when we find that, you know, we're really not
even going to have more revenue with a, with a rate increase and all of the needs
that I hear about in terms of water, doesn't anybody...can we look at this and say
hey, maybe it's not enough? Maybe $1.75 per person or whatever it is they're
gonna see isn't enough?
MR. YOUNG: Uh-huh. Yes. Actually, if this is actually effect of, if you look back
two years, Fiscal Year '09 and Fiscal Year '10, the amount of actual revenue
collected from the Department of Water Supply, they actually missed in both of
those years about $8 million worth of revenue, the actual revenue collected versus
budgeted. So, from that, you know, we've asked for, for them to re-examine their
rate model in terms of whatever assumptions or estimates that are used in that
calculation to project the revenue to maybe, maybe that the, the, their, their efforts
at conservation have been far more successful than the rate model had assumed.
And so, there has been some adjustments. The Department has made those
revisions. Now, looking at where the rate is projected to be set at, what is the new
calculation of revenue? And this 48.84 million represents the new assumption.
So, your points are well taken in that we need to establish a rate that more
accurately reflects what they can actually contribute or, or derive from actual
usage based in the current environment. And that may mean that at their seven
rate, 7 percent rate increase, it may not be sufficient to cover where they, where
they are. But at the revised rate model where they have set the rate, the new rates,
the Department is comfortable that this enhancement is a more accurate picture of
where they are.
Now, if you look at their carryover savings amount for the Water Supply, you will
notice that they have been declining, that amount of carryover savings balance has
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been declining since 2007 and '08. And that's because they haven't been coming
in on revenue, right. So, they're using more of this carryover savings just to meet
ongoing annual operating needs. So, hopefully the 7 percent will be a more
realistic mark to establish more realistic revenue patterns, and from there we can
answer, you know, be willing to answer is a $1.75 increase realistic or are their
further rate enhancements necessary?
COUNCILMEMBER BAISA: You know, it seems like to me this is a longstanding
problem, because, you know, we've heard the Water Department come over and
over and tell us well, they had no rate increases for I don't know how many years
and that they're way behind in trying to do the things that they need to do. And so
I think this is something that we seriously as a County have to take a look at and
we must have adequate revenues to take care of our water system. It's just too
important to everything else. It seems so pivotal to being able to do anything
unless we have adequate water. So, it, it kinda stands out for me.
MR. YOUNG: Yes.
COUNCILMEMBER BAISA: The last area that I wanted to ask you about was the
increase in the bus fares. And the reason I, I asked was, you know, it seems like
we're getting less money from...into the Highway Fund. People are using less
gas and, you know, so there seems to be a triple whammy here. We get less tax
coming in and it costs more to run the system. And yet, we need the fares. And
I'm wondering, how much do you propose to raise in income with these fares that
you're hoping to institute? Do we have a goal or a target, how much more money
that's going to bring?
MR. YOUNG: Well under the current rate structure, which is, which is $1 for circulator
routes, currently they're free so they're 0; $2 for the commuter routes, currently
they're $1; and the fixed routes will remain the same at $1. All of those rate
enhancements will result in about projected $2 million in revenue. Their current
rate structure, which is, you know, as I mentioned 0 for the circulator routes, $1
for the commuter routes, and $1 for the fixed rate routes is projected at about
850,000 for this current fiscal year. But in the actual, the amount that they
actually will collect, it will likely be closer to just above 1 million. So, with this
new rate structure, you know, potentially it could almost double their rate, their
revenue collection, their contribution to $2 million.
COUNCILMEMBER BAISA: I understand. Can you give me any reason why there has
been no entertainment of anything on the circulator routes, even a small amount
of money?
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MR. YOUNG: Well the...
COUNCILMEMBER BAISA: And, and I'm not advocating that. But I wanna know
why because the questions are being asked by the public.
MR. YOUNG: Uh-huh.
COUNCILMEMBER BAISA: That means you ride anywhere you want in town, but
then the folks from outside of town have to pay.
MR. YOUNG: Well that route, the circulator routes, are currently free.
COUNCILMEMBER BAISA: Yes.
MR. YOUNG: They're proposed to increase to a dollar.
COUNCILMEMBER BAISA: And...for a dollar. So, everybody will pay.
MR. YOUNG: ... (Inaudible)...
COUNCILMEMBER BAISA: Nobody will ride free?
MR. YOUNG: Yes. Everyone will pay a dollar.
COUNCILMEMBER BAISA: Good. I think that's really, really important because I'm
hearing it. People are saying why do I have to pay and other people have free.
That's not right. So, let's come up with something that we can justify. We really
need the money. You know, I don't know what I, what it costs in Honolulu but I
think it's something like what, $4 or something?
MR. YOUNG: I, I, I'm not certain, but I believe it's above $2 something... $2, $2.25 or
something.
COUNCILMEMBER BAISA: Right. And I also hear that they've subsidized that
system a whole lot, like about 180 million or more?
MR. YOUNG: Yes.
COUNCILMEMBER BAISA: That's a lot of money.
MR. YOUNG: Yes. Yeah.
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COUNCILMEMBER BAISA: So, you know, if we're going to increase our
transportation services, which we all want because they're very well used and are
very important, then we have to start looking for how we're gonna pay for it.
MR. YOUNG: Uh-huh.
COUNCILMEMBER BAISA: Thank you very much.
MR. YOUNG: Yeah. They're, they're actually of the rate, the rate enhancements in this
area for the circulator routes and the commuter routes, the Department of
Transportation report that more than half of their ridership comes through the
circulator routes. So, that's probably where the largest revenue gain is because
currently it's zero. They don't charge anything, right? But more than half of the
ridership comes from that route. So, just charging there would likely be the
attributable to doubling their overall revenue.
COUNCILMEMBER BAISA: Yeah. You know, we don't wanna raise anything. But
wouldn't it be worse if we didn't have any money to run the bus. Because, you
know, without a bus a lot of people can't go anywhere--not to work, not to
recreation, not anywhere. And if you have to have a car, it's so much worse. I
mean the cost of owning a car is just unbelievable these days.
MR. YOUNG: Uh-huh.
COUNCILMEMBER BAISA: So, I think this is a really important thing that we have to
make sure that our public transit is, you know, we can pay for it. Thank you.
CHAIR PONTANILLA: Thank you. Member Johnson.
COUNCILMEMBER JOHNSON: Yes. Kalbert, in the new tax category for, this would
be B&B's or transient vacation rentals, what or how, I guess, is that going to be
assessed? 'Cause I know, I, I vaguely recall...is it on the whole entire tax map
key and the dwelling or is it on just the dwelling alone? How is that going to be
applied?
MR. YOUNG: Well, this, this rate is proposed for both the building and land. Although
the County of Maui has...there's 11 classifications but actually each classification
you, the Council has the authority to set a separate rate for the building, a separate
rate for the land. Historically, though, we've only had one rate, and we've
applied that rate to both building and land. So, this rate here at $6.25 will apply to
both the building and land. That's the total value on one parcel.
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COUNCILMEMBER JOHNSON: Yeah. And, and, you know, I know that...I don't
know. If you can figure out a way for us to answer the individuals that now find
themselves in that category, I guess the example was given to me is that one
individual would pay roughly 2,000 now. That's what they're paying. They
would go up, I believe, in another, another $4,000 possibly. It was either 4,000 or
6,000. I mean, it was substantial increase. And the question that was asked is that
everybody that falls into that classification does not have the same number of
rooms or is not receiving the same kind of level of usage of the properties based
on the configuration of, let's say of the units. So, one guy might have one room.
He's gonna pay the same rate that a guy who has five rooms. And maybe neither
one of them are getting much revenue right now. So, if you can figure out how
we can answer those questions, I'd appreciate it because that was the question I
was asked.
MR. YOUNG: Well, I, I would caution that if any consideration given to that. Because I
could, I could say the same thing about a hotel in the Hotel/Resort category.
Maui Beach has a different number of, of rooms compared to the Grand Wailea
and they are assessed the same rate, $8.75. It doesn't...there is no distinction in
the County Code based on the number of rooms or how much business activity
your property generates.
COUNCILMEMBER JOHNSON: Yeah.
MR. YOUNG: It is...the Council and the County sets the rate on a classification basis.
So, all properties within that classification are applied this rate.
COUNCILMEMBER JOHNSON: Okay. In, and in comparison because we didn't have
that rate, of course, last year, you know, there's nothing for us to compare prior
years to. What are you...what's your projection for the revenues to be received in
that category? Do you have that? Or how many properties are we talking about?
MR. YOUNG: The amount of revenue that's projected, the estimated amount of
valuation is only about 457,000...so call it $500,000 at $6.25.
COUNCILMEMBER JOHNSON: Okay, so 500,000. And you, and how many
properties does that cover roughly?
MR. YOUNG: Fifty-six parcels.
COUNCILMEMBER JOHNSON: Fifty-six parcels. Okay. Alright. Okay. Next
question is in, in the comparison across all the rate categories. I know you can't
really give us the actuals for 2010 'cause we haven't concluded Fiscal Year 2010
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but just on the projection, are we roughly generating the same amount of revenue
in every tax classification with the exception of the last one that I just mentioned?
MR. YOUNG: I'm sorry . . .(inaudible). . .
COUNCILMEMBER JOHNSON: So in other words, let's say if hotel you're projecting
a small, you know, an increase in their rates, the amount of revenue that was to be
generated in 2010, is that the same as the revenue that you're projecting for 2011?
What I'm trying to do is get a sense of each one of those categories, is there any
category that is gonna be, I guess, contributing substantially more or substantially
less? Are revenues going to be the same? Gonna go up, down, what?
MR. YOUNG: Yeah. So, so the strategy in coming to the proposed rate level was to set
a rate that the classifications would generate the same amount of revenue in '11 as
they do in '10. Now, at the current proposed rate structure, I would say that is
largely true give or take, you know, a fractional percentage in, in the
classification. However, there are some classifications, because if you look at the
overall revenue, real property tax revenue, it is $10 million less. So, obviously
one classification will be contributing less in '11 than they are in '10. And when
we looked...
COUNCILMEMBER JOHNSON: Which class would that be?
MR. YOUNG: That would be in the Commercial classification. Currently, we're
estimating that at the proposed rate, which is $6, they will contribute about
$850,000 less as a class.
COUNCILMEMBER JOHNSON: Uh-huh.
MR. YOUNG: And in the Hotel/Resort category at $8.75, they will be contributing as a
class about $8.9 million less. Now, what I would point out though about the
Hotel/Resort class...and, Mr. Chair, you may stop me if I get into little bit more of
the details, this will all be provided in more detail -COUNCILMEMBER JOHNSON: Uh-huh.
MR. YOUNG: --when we get to the Real Property Tax presentation...but what I would
point out for the Hotel/Resort category is that as the Mayor alluded to this
morning, there is a wide vary types of properties in the Hotel/Resort category.
Because you're talking about properties like the Wailea, Makena hotels,
Kaanapali, Kapalua being grouped with condo hotels that are more, that you see
more frequently like in Kihei, for instance. And then you get everything in
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between. You're talking about any transient vacation rentals that are in the Hotel
District. Now, the smaller properties, like the condo hotels, their experience on
assessed valuation is very different from the actual assessed valuation experience
that the larger hotels are experience. The Wailea-type hotels, the more--you
know, I don't want to keep saying Grand Wailea. I'm not trying to promote them.
COUNCIL MEMBERS: ... (Laughter)...
MR. YOUNG: But... (laughs)...let's just say the Grand Wailea, those types of
properties, their valuations have not declined in assessed valuation as much as say
the smaller properties, like the condo hotels on Kihei. So, when you talk about
this revenue neutral consideration -COUNCILMEMBER JOHNSON: Uh-huh.
MR. YOUNG: --all of these types of properties are included in one class. They have
different assessed valuation experience. So, you have the majority of the 9,000
parcels that are in this class are the smaller parcels.
COUNCILMEMBER JOHNSON: Uh-huh.
MR. YOUNG: Only 30 properties are these larger hotels. They haven't seen the type of
decline. So, when you try and make a revenue neutral, in order to make this class
contribute the same amount as a whole, you would likely increase the rate to
above $9.60 or $9.75 or something.
COUNCILMEMBER JOHNSON: Uh-huh.
MR. YOUNG: That might equalize for say the smaller properties, yeah, equalize their
tax bill. But it will mean that the larger properties, the 30 hotels that didn't see
that steep rate of decline, they will result in a tax bill increase.
COUNCILMEMBER JOHNSON: Uh-huh.
MR. YOUNG: So, for that reason, where the tax rate for Hotel/Resort has settled out is
at a level where the, the legitimate large-scale hotels will be paying their same tax
bill. But what that will mean is that the majority of the properties in that class -COUNCILMEMBER JOHNSON: Will pay less.
MR. YOUNG: --will pay less.
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COUNCILMEMBER JOHNSON: Yeah. Yeah.
MR. YOUNG: So...
COUNCILMEMBER JOHNSON: I understand that.
MR. YOUNG: That, that's, that's the overall effect and how the, even in, in a revenue
neutral consideration, the overall real property tax revenue is still a $10 million
decrease.
COUNCILMEMBER JOHNSON: Yeah. And with regard to the appeals, I know almost
every year the large properties always file an automatic appeal. Are, are many of
those hotels, I guess, in the past...are they or is that a question I should ask Scott?
MR. YOUNG: Well, well I, I'm looking because I can't, I cannot confirm -COUNCILMEMBER JOHNSON: Okay.
MR. YOUNG: --if the majority of those hotels -COUNCILMEMBER JOHNSON: Well, I've had past conversations
MR. YOUNG: --are filing appeals.
COUNCILMEMBER JOHNSON: --so I'm just recalling that I know that they generally
do file an appeal just as a matter of course. I don't know, and perhaps when he,
when Scott gets up here maybe if he could tell us statistically what the appeals
success rate is, you know. Because I remember in past sessions, when we have
the amount that we can actually consider that's not on appeal, one of the problems
we've always had is that those appeals are very large -MR. YOUNG: Uh-huh.
COUNCILMEMBER JOHNSON: --because they're the big properties. So, that's...
MR. YOUNG: Yes.
COUNCILMEMBER JOHNSON: ...that's one of the difficulties. One, one other thing.
I'll move on to one final area and that is, I guess it would be the...well, before I
leave that. On the Commercial classification, what's the justification for going
down slightly? Is that again to maintain revenue neutrality?
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MR. YOUNG: Ms. Johnson, it...I'm not certain about the justification or the rationale.
They are actually...that rate is actually proposed to be decreased from 6.25 to $6.
COUNCILMEMBER JOHNSON: I know.
MR. YOUNG: It will not be revenue neutral because it results in a decrease in the
overall classification by $860,000, as I pointed out earlier. So, that is not a, an
effect of revenue neutrality. I would have to consult on the methodology and
respond to you -COUNCILMEMBER JOHNSON: Okay.
MR. YOUNG: --at a later time.
COUNCILMEMBER JOHNSON: Alright. Thank you. And the final thing, and I'm not
sure...one of the questions that we have been getting to our offices, and I believe
this comes from the transportation or, or I guess tax revenue, the, the, or the
Highway Fund...air ambulance. There is no inclusion in this year's budget for
the air ambulance. What, I guess, what tax category or where would this usually
be generated, the income that goes to pay for the air ambulance? Would that
come out of gas tax or, or do you not know the answer to this?
MR. YOUNG: I, I believe in previous years, the air ambulance contribution was via a, an
appropriation in the Department of Transportation.
COUNCILMEMBER JOHNSON: Uh-huh.
MR. YOUNG: And they paid it out of their operating. And the Department of
Transportation is not fully funded by the Highway Fund. I believe that particular
payment was funded via General Fund appropriation.
COUNCILMEMBER JOHNSON: Okay.
MR. YOUNG: So, there is no, there is no comparison -COUNCILMEMBER JOHNSON: Okay.
MR. YOUNG: --of generating Highway Fund revenues attributable to the air ambulance.
COUNCILMEMBER JOHNSON: But that...is it possible that that can be paid from that
category? Is that an eligible category?
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MR. YOUNG: I'm not certain...
COUNCILMEMBER JOHNSON: Because this provides transportation.
MR. YOUNG: I would, I would, I would have to consult or review the statutory
requirements of use of the Highway Fund.
COUNCILMEMBER JOHNSON: Okay. I'd really appreciate that because that is a
question that we're getting asked quite a bit now. That's it.
CHAIR PONTANILLA: Thank you.
COUNCILMEMBER JOHNSON: Thank you.
CHAIR PONTANILLA: Member Kaho' ohalahala.
COUNCILMEMBER KAHO'OHALAHALA: Thank you, Chair. I just have a comment
on the, the public transit fare, that increase in, in fares for the, I guess what we're
calling the...
COUNCILMEMBER BAISA: The circular.
COUNCILMEMBER KAHO'OHALAHALA: ...the circular. Yeah. And I, I just have
a comment to say that I, I thought that when the service was provided, one was to
help people to, to participate in our, in the ridership of the public transportation,
which was a good thing. And I thought that the circular opportunity was really
some of, somewhat of a service to especially seniors who have to move from,
from their location within their communities to try and, and get to shopping
places. That made it very convenient for them. So, I am a little concerned that,
that now we're gonna look at assessing that at a dollar per ride now because as we
look forward, I looked at this as part of an, a motivating factor, that, that we
would allow people in the closest areas within the business community and
residential areas to use the buses. And this was one of the ways that we would do
so. So, so my thought is when you look at the, the assessment of the dollar
amount for the circular, you're saying that the numbers in that area is, is much
higher than the community-to-community transit. But do we have a, a breakdown
on what you anticipate? You have a total of 2 million across the board, you say.
But have you been able to determine what the, the breakdown would be between?
`Cause you're increasing the fares on, on all, yeah?
MR. YOUNG: Yeah. Yes, Mr. Kaho' ohalahala and Mr. Chair. I'd like to defer to the
Department of Transportation when they, when they come in -- 83 -

BUDGET AND FINANCE COMMITTEE
Council of the County of Maui
March 22, 2010

CHAIR PONTANILLA: Yeah.
MR. YOUNG: --before you tomorrow.
COUNCILMEMBER KAHO'OHALAHALA: Okay.
CHAIR PONTANILLA: They'll be here tomorrow morning and we can ask your
question.
COUNCILMEMBER KAHO'OHALAHALA: Okay.
MR. YOUNG: Yeah. They, they will have more specific numbers on the individual
components of the calculation.
COUNCILMEMBER KAHO'OHALAHALA: Uh-huh.
MR. YOUNG: I would tell you though that I, I do know that more than half of the
ridership comes from the circulator. Whatever number they report for ridership,
more than half comes from the circulator routes. And they also occupy a, a larger
portion of the overall service. So, the number of buses, the amount of routes are
generated through the circulator.
COUNCILMEMBER KAHO'OHALAHALA: Yeah.
MR. YOUNG: So, the, your comments that you make earlier, the philosophy of the rate
structures and the philosophy of the overall public transportation system I think
are noted and are, and are valuable, reasonable, rational. It's, it's just now it has
come to the time where I think this program has evolved to the point where we
need to look at what is the overall revenue philosophy for that system. And so,
this proposal before you is the Administration's proposal to try and, you know, try
and smooth out some of the revenues that are going to be required to run this
program.
COUNCILMEMBER KAHO'OHALAHALA: Okay. I mean, I hope that we can help to
find some solution to this. I know in, in other municipalities where the closer you
come to the, the city core, transportation is all free. And that's to encourage
people from not using their automobiles or driving. And so we provide that as, as
part of, you know, the community and its transportation system. So, it's that
philosophy that I, I thought that we were trying to move with when we looked
at --
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MR. YOUNG: Uh-huh.
COUNCILMEMBER KAHO'OHALAHALA: --bringing in the core and letting people
move without having to drive, without having to incur all of those other expenses.
So, I, I wanna hopefully take a look at that throughout the budget process and,
we'll ask those questions of the Department. Okay.
My next question has to do with the public service company tax. I'm just curious
because, you know, basically what you're saying is that we've been pretty stable
and, and that percentage of tax has been the same throughout from 2002?
MR. YOUNG: The rate of the tax?
COUNCILMEMBER KAHO'OHALAHALA: Yes.
MR. YOUNG: The, the rate of the tax is actually established in the Hawaii Revised
Statutes. So, we, we can't change -COUNCILMEMBER KAHO'OHALAHALA: So we don't have -MR. YOUNG: --the rate of the tax.
COUNCILMEMBER KAHO'OHALAHALA: --the ability to change that then?
MR. YOUNG: Yes. If you're talking about the percentage.
COUNCILMEMBER KAHO'OHALAHALA: Yes.
MR. YOUNG: Yes.
COUNCILMEMBER KAHO'OHALAHALA: Okay. Okay. Then that kinda makes my
question moot then because I was looking at what ability we might have to change
that rate. Because...okay. Okay. Then, Chair, that's all the questions I have at
this time.
CHAIR PONTANILLA: Thank you. Member Medeiros.
COUNCILMEMBER MEDEIROS: Mahalo, Mr. Chairman. Director, you showed us on
your presentation there were 11 revenue categories, I guess, or revenue sources.
Are any of...well, what, which of those 11 revenue sources for us have control by
the State? I know TAT and you mentioned now public service company tax. Any
of the others or do we have authority over the others?
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MR. YOUNG: Well, TAT is actually the only one that is truly controlled by the State in
the sense that the rate is established by a statute, the State collects the tax, the
State remits the, the collection to the counties. That's the only one that's really
controlled in that sense. The, the public service company tax, that rate is
established in statute.
COUNCILMEMBER MEDEIROS: Hm.
MR. YOUNG: But the payment actually comes directly to the County.
COUNCILMEMBER MEDEIROS: Okay.
MR. YOUNG: The franchise tax is also established in statute, but the payment comes
directly to the County. So...and then intergovernmental, that category also
includes State funding for programs or grants, for instance, of services that the
County does but the State pays for.
COUNCILMEMBER MEDEIROS: Right.
MR. YOUNG: So, there, there is that component. And if you wanna consider that as
"control", I would say that's another area. But really, other than that only TAT is
really controlled 100 percent from inception to collection to remittance by the
State.
COUNCILMEMBER MEDEIROS: Okay. Thank you for that information. On, on the
fuel tax, which you touched on quite a bit, we're currently at 16 cents per gallon
for the County of Maui.
MR. YOUNG: Correct.
COUNCILMEMBER MEDEIROS: Right. And you said the State may have some
considerations of increasing the State tax on fuel even up to 29 cents per gallon.
MR. YOUNG: Well, no. The State currently charges 29 cents.
COUNCILMEMBER MEDEIROS: Oh, okay.
MR. YOUNG: Yeah. They're...the proposal that is at the Legislature is to increase that
by 10 cents. So, it would make it 39 cents.
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COUNCILMEMBER MEDEIROS: Okay. So, currently we, we normally throughout
the counties have the highest fuel costs per gallon. And there's been a great
debate about why. And I know we...isn't it correct, we have the highest fuel tax
of all the counties?
MR. YOUNG: No. We, we...
COUNCILMEMBER MEDEIROS: We don't.
MR. YOUNG: The...actually, the City and County of Honolulu currently has a fuel tax
that's 16 1/2 cent, I believe. We, we were the highest, Maui was the highest
County with tax up until 2007, I believe, or '06... '06 or '07 when we lowered the
tax from 18 cents to 16 cents. And back then, the City was the second highest at
16 1/2.
COUNCILMEMBER MEDEIROS: I see.
MR. YOUNG: Yes.
COUNCILMEMBER MEDEIROS: Okay. And, and so, for the fuel tax, the counties get
the entire amount that the tax is on for the County?
MR. YOUNG: We, we only get the portion that is our County's.
COUNCILMEMBER MEDEIROS: Correct. The 16 cents.
MR. YOUNG: We, yeah, we don't get any portion -COUNCILMEMBER MEDEIROS: Yeah.
MR. YOUNG: --of the -COUNCILMEMBER MEDEIROS: Correct.
MR. YOUNG: --State tax.
COUNCILMEMBER MEDEIROS: Okay. And then, on the timeshare rate.
MR. YOUNG: Yes.
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COUNCILMEMBER MEDEIROS: We're the only ones that have that rate. Can you
tell me if in your discussions with your counterparts on the other counties why
they haven't adopted a timeshare rate?
MR. YOUNG: I can't tell you exactly why they haven't had a time, they haven't had a
timeshare rate. I can tell you that every single other County has considered
establishing a timeshare rate to follow Maui's one.
COUNCILMEMBER MEDEIROS: Oh.
MR. YOUNG: But the reasons for not establishing it vary whether or not there's
legislative support, executive branch support, what say you. But they have all
considered establishing a timeshare rate like Maui does. All the other counties,
though, their timeshare properties are taxed at their hotel rate.
COUNCILMEMBER MEDEIROS: Right.
MR. YOUNG: So, for... if you look at the City and County of Honolulu, probably one of
the reasons is that their hotel rate is very close to Maui's timeshare rate. It's the
second highest tax rate of any category in the entire State of Hawaii at $12.40 in
the City and County of Honolulu, so.
COUNCILMEMBER MEDEIROS: Right. Right. Okay. So, that was going be my, you
know, follow up question. So, they do pretty much the other counties put their
timeshares in the hotel and resort rate?
MR. YOUNG: Correct.
COUNCILMEMBER MEDEIROS: Okay. The TAT...back to the TAT again, that
amount of 7.25 percent of the room rate revenue is what is charged. And again
you explained goes to the State and then there's a formula that they divide it up
and send it, a portion back to the counties. So, that portion though is divided up
between the Hawaii Tourism Authority, the Convention Center, and the counties?
MR. YOUNG: Correct. And actually that slide needs to be updated because for this
fiscal year -COUNCILMEMBER MEDEIROS: Uh-huh.
MR. YOUNG: --the last Legislative session, the Legislature amended the collection of
TAT from 7.25 to actually 8.25. So, they actually, you know, visitors are actually
paying more of the TAT collection. Statutorily, Hawaii Revised Statutes 237
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governs the TAT collection, and a portion right off the top basically TAT is
distributed in two different paths. One path is to the...that Hawaii Tourism
Authority, Convention Bureau, et cetera. The other one is distributed to the
counties. So, and that portion is 44.8 percent of all TAT that is collected in the
State is, is available for distribution to the counties.
COUNCILMEMBER MEDEIROS: Counties.
MR. YOUNG: But of that 44.8 percent, Maui County, by statute, only gets 22.8 percent
of the 44.8. It comes out to about 10.2 or 10.6 somewhere in there. So that
means, you know, if 10 cents of every dollar of TAT collected in the State
eventually comes to Maui County.
COUNCILMEMBER MEDEIROS: Okay. And I know we asked the question in the
past budget cycle was that how much do we contribute? And somehow the way
the State collects it, like there's no way of figuring that out somehow. It, it... why
wouldn't they know how much the County of Maui contributes?
MR. YOUNG: There, there isn't a way that you can derive what the exact amount of
properties in Maui County contribute to TAT and that's because it has to do with
how properties pay the TAT. You don't have to identify the property in which the
revenue was collected for when you pay it. So, for instance, you could have a
property owner...again, I don't wanna single anybody out, but let's say Sheraton.
Sheraton has properties on multiple islands, multiple counties within the State.
They could, if they wanted to, pay via one form, one physical form collectively,
cumulatively, and remit that to the State. They would not have to identify how
much TAT was collected from Kauai, Maui, I don't know if they have a property
on the Big Island, or Oahu. So, for that reason, the State Tax Office does report
how much TAT remittance is paid to the local offices. So, I can look on there and
see, oh, okay, this is how much TAT was paid to Maui. But I cannot be for
certain that it was, it actually represents TAT activity that originated on Maui, if
that's clear.
COUNCILMEMBER MEDEIROS: Okay. And I'll accept that. But it just seems to, to,
to be something that Maui contributes a lot to, Maui County, and, and yet doesn't
seem to get the appropriate share back. But, thank you for that.
MR. YOUNG: Well, Mr...there's...I would have to say I, there is no way to validate if
that is true.
COUNCILMEMBER MEDEIROS: Uh-huh.
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MR. YOUNG: I think anecdotally I've, I've heard that before.
COUNCILMEMBER MEDEIROS: Yeah.
MR. YOUNG: There is no way to validate for certain quantify, to quantify that the
amount of TAT that is generated from Maui is more than the amount of TAT
revenue Maui receives. I, people believe that to be true and that could be the
case. But until we are able to identify how much TAT revenue is actually paid
from Maui, we couldn't make that statement as -COUNCILMEMBER MEDEIROS: Right.
MR. YOUNG: --validated.
COUNCILMEMBER MEDEIROS: And, and we can't identify that on the system that
they have.
MR. YOUNG: Yeah. And, and again, as I mentioned earlier, TAT is the one revenue
component that is 100 percent controlled by the State.
COUNCILMEMBER MEDEIROS: Right. Right.
MR. YOUNG: So, the reason why you don't have to identify the, the revenue from the
individual properties because to the State, it does not matter. TAT is the same
rate for any island...
COUNCILMEMBER MEDEIROS: Uh-huh.
MR. YOUNG: ...right, that's collected. It's, it's statutorily determined how the State
will divvy up the money. There's no consideration to how much revenues is
generated.
COUNCILMEMBER MEDEIROS: Generated.
MR. YOUNG: That could be changed though, or would likely have to be changed if
another measure at the Legislature, which Mr. Pontanilla earlier referenced...
COUNCILMEMBER MEDEIROS: Uh-huh.
MR. YOUNG: ...which would have been to eliminate this calculation, this statutory
calculation, and instead gave authority to the counties to establish a TAT rate,
then a different form, material form, would have to be --90-
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COUNCILMEMBER MEDEIROS: Uh-huh.
MR. YOUNG: --devised.
COUNCILMEMBER MEDEIROS: Right.
MR. YOUNG: Yeah.
COUNCILMEMBER MEDEIROS: Okay. Thank you, Director. Mahalo,
Mr. Chairman.
CHAIR PONTANILLA: Thank you. Member Nishiki.
COUNCILMEMBER NISHIKI: Thank you, Mr. Chairman. I don't know how to
approach this but I'll go from here. Mr. Chairman, we were looking at trying to
what Administration calls "revenue neutral" as a policy in which how they
determine property tax rates today. I looked at Page 5 of the hardcopy and, and I
looked at the proposed Fiscal Year '11 tax rates by different counties. And of
course Administration came up and said to us that the 2.50 Homeowner class rate
is by far the cheapest in the State. It's such a deal. When you look across the
different counties, 3.40 to Honolulu, Big Island 5.55, and Kauai 3.72, in, indeed it
is. So, let's accept that fact.
But let's go look at the Commercial, which they wanna drop and look what
they're paying in Honolulu. The Commercial here in Maui pays $6. The people
in Honolulu pay 12.40. The people on the Big Island pay $9 and on Kauai $7.40.
Who's getting a deal on that if that's how you're gonna justify the Residential.
Look at the Industrial. Maui pays $6.50. Honolulu pays $12.40, almost double.
Hawaii County $9 and Kauai $7.40. Who's getting the, the better deal on that?
Again, Maui County. Wonderful. Hoorah, hooray. We look at Hotel/Resort,
$8.75. I know we went up a little. Honolulu $12.40, Big Island $9.00, and Kauai
$7.40. Who is getting the better deal on this? Again, Maui County. So, to, to, to
single out the single-family homeowner, Mr. Chairman, I think is unfair.
Now, so let's go and say to Kalbert, in the Commercial, Kalbert, during last year,
how many more acres or how many more buildings came up? Is there any...I
wanna know the justification, okay. And if you say oh, during the last year we
had 40 acres of industrial that happened at A&B Properties or whatever and they
opened it up and everything else, then that's fine. Similarly in Industrial, I think
that's the only way you can justify what is really fair, by what came up from the
past. He's comparing the past and, and saying this is how we're looking at it.
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But from the past to today, what is the increase in acreages or square footage or
whatever in each category? That is only how one can really determine fairness,
not by just what each category paid last year, Mr. Chairman. I think that is totally
a smokescreen because, Kalbert, if you give me the justification on why revenue
neutral is...this is the first time I've heard it but...this is a policy that the
Administration is using and give justification, then I can buy this, Kalbert.
MR. YOUNG: Uh-huh.
COUNCILMEMBER NISHIKI: And, and, and I'd like to get from them the justification.
Okay. And, and, and, and I'll leave that part as a concern of mine
The other has to be...okay, so you say single-family homeowners or whatever and
now we include in, in, in this whole justification on how we're going to make any
kind of policy in this year's budget. Then we're going to go oh, furlough, okay.
Water rate increase, whatever. You know, Mr. Chairman, I could be a County or
a State worker and I could be married to somebody in the private sector. And we
know that these people have taken a hit. Similarly, Maui County people are
taking a hit. If we are going to constantly at this point in time raise fees, raise
property taxes, I think that's unfair until this County, and, and, and I know that
you've put a lot of time and energy into this, but now we should challenge this
Administration to look at the revenue picture. And how, and we've been told,
we've been told that if we pursue the Homeowners' Exemption and we gave them
two staff people, and within six months they found three-quarter million dollars,
well-intentioned expansion of personnel to get us more revenues.
Okay. In the area of TVR, condominium, I think they're able to get, I don't know
the exact amount, I think $300,000 extra--oh, no, no. It couldn't be that much.
But anyway, they were able to verify and are continually doing to get, Kalbert,
verification on whether each unit is renting their unit as a TVR or long term.
Mr. Chairman, I think we need to look at that to, to, to get revenues.
I know, Gladys, we had this big talk about agricultural lots such as Country
Estates. And, and I brought this up earlier. Right now, if an acre of somebody in
Country Estates...and I don't wanna use Country Estates, but just a two-acre lot
somewhere but I happen to choose Country Estate...and right now that one acre is
used for a residential. The other acre is used and they're saying it's for
agriculture. Okay. If that isn't being used, Mr. Chairman, the County is using on
that one acre, which may be assessed for $300,000, $1,200 in property taxes.
And, and, and you and I argue about why should Kahului people and Wailuku
people in these so-called urban areas subsidize those people that we know,
perhaps, are not paying their fair share. And so, we should go after these people,
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Kalbert. Again, we wanna look for revenues. I think all of us here wanna look
for revenues. Because we, we feel bad in raising fees and raising property taxes.
Delinquent taxes, Kalbert. You said that there are perhaps $15 million out there,
Mr. Chairman. Okay, let's go hire people in this area, and let's get property tax or
whatever, all these guys to come down here and tell us what it will take to do it.
And if it's warm bodies let's give it to them because again, we can get more
revenues in those areas.
Okay, so, for me, and I know for all of you, I just happen to be the one to open my
mouth right now. I think this is, this is the sincerity of this Council and hopefully
this Administration, Kalbert. Tell us, because you've done some real good work
already for us, tell us how much more you need or what you need so we can get
more money from all of these areas and, and collect more revenues. I think that is
what I really wanna see as a policy for this Council. It's priority today. Get that
information because I think that we can collect more revenues in which we've
heard from the onset this morning, we're going to be short. Fine, I can accept
that. But at the same time, I know that there are venues in which we can get more
revenues.
Another area, I think Mr. Molina and I were talking about it and, and, and, and
Michael, you, you, you, you can be the first to say it, but, you know, I was
thinking, and somebody...and I wasn't thinking, somebody else told me one day
when I was walking the streets, eh, you know, you guys have streetlights on all
the time and I don't know if it's been proven that these lights that go on from
whatever time the sun sets to whatever time the sun rises. I don't know how
much you guys pay. But I know and you know, Mr. Chairman, we pay a high
electricity bill. Well, maybe we should, as Mike was doing some research, turn
off these lights from maybe 10:00 to four o'clock in the morning. And I don't
know how much money that would bring in, but it'd be a good idea to look at the
revenue flow and, and see if Milton Arakawa or whoever else pays our electricity
bill. I know we do in property taxes or whatever. Let them look at this. But I, I
can think right now of four definitely venues in which, Kalbert, we need to look
at. And I know, well I don't want to bring this up again about, you know, you
know who he is, but I know he takes good care of our money. But I, I, I, I...and I
know you're so smart. And I know you've got, you know, a -CHAIR PONTANILLA: Mr. Nishiki?
COUNCILMEMBER NISHIKI: --a well-qualified person in the back. But I want him to
look at the, the revenue area --
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CHAIR PONTANILLA: Okay.
COUNCILMEMBER NISHIKI: --Mr. Chairman.
CHAIR PONTANILLA: I just wanna make a comment.
COUNCILMEMBER NISHIKI: Yeah.
CHAIR PONTANILLA: Sorry to interrupt you but.
COUNCILMEMBER NISHIKI: Yeah.
CHAIR PONTANILLA: We're gonna be reviewing the Department of Finance budget
request soon as we finish our discussion regarding the revenues and the
Countywide. And at that time, the appropriate questions that you, you bring up in
regards to how can we gain revenue if we need warm bodies, then when we bring
up the Department, we can ask 'em those questions that you are asking the
. . .(inaudible). . .
COUNCILMEMBER NISHIKI: Okay. And, and, and, and another venue and maybe
people might hiss at me or whatever, stick their tongue out at me or frown.
COUNCIL MEMBERS: ... (Laughter)...
COUNCILMEMBER NISHIKI: But it's okay. What about...I heard somewhere in the
State, maybe it was Honolulu, Mr. Chairman, properties over what, 2 million or
$3 million? Give 'ern a higher tax rate.
COUNCILMEMBER JOHNSON: Yeah, but we can't do that. We can't.
COUNCILMEMBER NISHIKI: You know, poor people cannot afford these homes. But
for those that have this, why not tax those people that can best afford to build
these homes? I don't know. I don't know if any of you agree with me, but, you
know, someone just whispered in my ear, and I said yeah, okay you whisper in
my ear, I'll spit it out. And I think that we may be able to look at that.
Administration, what do you think about some of these things that someone
whispered in my ear and told me about? Do you have any comment? If you
don't today, maybe another day, Mr. Chairman. But I'd like to hear and get Staff
to ask these questions of Administration. Thank you.
CHAIR PONTANILLA: Thank you. Just a comment in, in regards to the Finance
Department. I'm sure they're looking at various ordinance that are being
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proposed to do just that. Last year, we had a proposal that we were gonna bring
out in the Budget and Finance Committee in regards to comparison. You mention
about the $2 million home, well, this was in a comparison of the $1 million home
in the urban area as compared to an estate, a two-acre parcel. Yeah, you're right.
There's some unfairness -COUNCILMEMBER NISHIKI: Yeah.
CHAIR PONTANILLA: --that we need to correct. So, at this time, I'd like to call on
Mr. Victorino.
COUNCILMEMBER VICTORINO: I'm not sure where I wanna go after that. Thank
you, Mr. Nishiki, because that great dissertation left me speechless. There's not
many people can do that. Whew. I guess the bottom line in my mind is this, all
the questions have been basically asked. See, when you come last that happens
so, I, I live with that. When I come first, then I get the questions. The bottom line
I think, Mr. Young, is you've tried, or at least the Administration has tried. And I
think one of the things Mr. Nishiki may fail to mention, we may have a lower
Hotel rate than Oahu, but we have a thing called timeshare, which brings in nearly
a fourth, not, maybe a little over a fourth of what our hotel tax brings in, which is
the highest in the State of $14 per assessed thousand and brings in 24 million,
which the Hotel rate brings in 81 million. So, I mean, if we add that and combine
the totals, I think we're by far pretty, pretty up there as far as what we're
charging. So, I beg to differ with that statement.
As far as the others, us being lower than them, you know, we've always been
lower because we've always had the fiscal prudence and did the things the right
way. But these are hard times and so they make changes. Would, and I guess the
question I have in the area of Commercial, Industrial, and some of these other
ones that we're seeing either a reduction and in some cases no change...and again
I know it's up to us. I mean, we're gonna, we're gonna have to do it once the
certification comes in. However, would you say that if necessary, these areas
could be increased again depending on the certification and the need? You know,
the bottom line is the need, yeah. TAT could come, go, wherever, yeah. So, but
do you believe that would be a possible solution if we needed to look in that
direction?
MR. YOUNG: Yes, Mr. Victorino. I think like, I think it's actually likely that when -COUNCILMEMBER VICTORINO: Thank you.
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MR. YOUNG: --Council gets certification, you will be compelled to re-examine the
rates. And the philosophy is, the philosophy that the Administration is proposing
on the tax rate is first based on revenue neutrality, but we recognize that it may
not end up that way. What I think Mr. Nishiki and, and you are pointing out is
actually two sides of the same coin. What taxpayers need to realize is that Maui
County does have by and large the lowest tax rates for any category with the
exception maybe of the timeshare, but that's because we, we're the only ones with
that Timeshare rate. But you would be, you would be hard-pressed to find a tax
category that is applied for uniformly throughout all of the counties where Maui
County is not one of the cheapest tax rates for those. And that's really nothing
more than for me to point out that we have historically had rates at this level. If
you look at the historical numbers for the rates, we haven't really changed tax
rates very much up or down. They've always been right around where they are
now and where they're proposed to be. The other counties just by a matter of
comparison I thought I would provide you that slide so you can have some clear
conscience when you debate the difficulties in the tax rate that you know where
your counterparts in the other counties are. But what Honolulu does is really of
no relevance to what Maui does, and what Maui does is really of no relevance to
what Kauai does. But you should know that how you fall out relative to your
other counterparts, you know, know that it's not as bad or we're not in that same
rate structure that another county is. That, that was my only point in providing
that slide to you. That is a new slide this year. It did not previously exist in
previous years, this comparison of counties.
COUNCILMEMBER VICTORINO: And thank you. I, I, I think I appreciate those
comments and I, you know, I believe that, you know, your overall picture, though
it may be bleak, is not untenable. It's not something we cannot work out.
And I did something 'cause I told Mr. Pablo I did something and, and I, I'm going
to say it publically so that you hear it. It's not a dissertation, it's really a fact. I
just took two core essentials that I know we don't really charge for any
service--fire and police--which equals to 72,400,000 and, you know, some odd,
some odd dollars, right? And I took a figure of 135,000 population. I know that
is debatable what that one is. But I just did that because I wanted to, to, because
people asked the question. That alone per year per person would be $536, almost
$537 per person per year, okay, which we all know is really what the real property
basically covers. That's, that's one of the areas. Okay, $536. Eighteen percent,
Mr. Chair, eighteen percent of our County pays the minimum tax of $150.
Eighteen percent, that's fact. Okay. So, we wanna put the facts on the table.
The facts are there. This is not an easy thing, and no matter which way we look at
this, like you say, no matter which way you flip the coin, or we could be on the
same side of the coin, it's just going to be where the resolve is to make up what
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we need to make up. And Mr. Chair, the public has to understand that it's a real
condensed and as well as an all effort to do that.
Ms. Baisa said oh, you know, we should charge for the circular routes.
Everybody should pay. Mr. Kaho'ohalahala says well that hurts the seniors and
the students and others. Same coin, same conversation, different perspectives.
I'm to the philosophy we're gonna look at everything. Nothing's a sacred cow.
Nothing's off the table, right, Mr. Chair? And we're going to have to make the
decision. That's what we're here for. That's what we're gonna do. And I
appreciate the Mayor at least being as fair as possible. Now, we take the ball and
take it from there. Thank you, Mr. Chair.
CHAIR PONTANILLA: Thank you, Mr. Victorino. You're right. The court's in
our...the ball is in our courts and it's up to us to make those tough decisions.
Members, we got one more overview in regards to the Countywide costs, and
hopefully, hopefully you guys don't have too many questions.
COUNCIL MEMBERS: ... (Laughter)...
CHAIR PONTANILLA: Because I wanna complete the Department's...of Finance the
Department of Finance budget request.
COUNCILMEMBER BAISA: Chair?
CHAIR PONTANILLA: So -COUNCILMEMBER BAISA: Chair?
CHAIR PONTANILLA: --before...Member Baisa.
COUNCILMEMBER BAISA: Just a quick question -CHAIR PONTANILLA: Sure.
COUNCILMEMBER BAISA: --in regards to tomorrow. It's been mentioned several
times that Mr. Medeiros will be here tomorrow. What is the purpose of his visit?
Is it to explain the Transportation budget, or revenues, or...
CHAIR PONTANILLA: It's the Transportation budget. And, and if you do have
questions regarding some of the revenue, some of the programs he has in regards
to revenues, then we can question him.
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COUNCILMEMBER BAISA: I see. 'Cause there was a question that I wanted to ask. I
was hoping he would be prepared to do it and I had mentioned it to your Staff, but
I don't know if it got submitted. And that was I wanted to be sure that this time
he would bring a breakdown of ridership on the various routes. I think that's very
relevant to our decision making that we see where the use is -CHAIR PONTANILLA: Uh-huh.
COUNCILMEMBER BAISA: --and, you know, who's riding what buses when.
CHAIR PONTANILLA: Thank you.
COUNCILMEMBER BAISA: Thank you.
CHAIR PONTANILLA: I'm sure he's looking. So, Mr. Medeiros, you have homework.
COUNCILMEMBER BAISA: ... (Laughter)...
CHAIR PONTANILLA: So, Members, we've gone at it almost for two hours. So the
Chair is going to call for a 10 minute recess and be back by 3:35 so that
Mr. Young can do his Countywide, Countywide costs. And then following that,
we'll go into the Department's budget requests. So, this meeting is in recess `til
3:35. . . .(gavel). . .
RECESS:
RECONVENE:

3:23 p.m.
3:36 p.m.

CHAIR PONTANILLA: . . . (gavel). . . The Budget and Finance Committee meeting is
now reconvened. Members, we kinda running behind time. ... (laughs)...
COUNCILMEMBER BAISA: Oh...
CHAIR PONTANILLA: Just to let you know.
COUNCILMEMBER VICTORINO: Nah. That's alright.
CHAIR PONTANILLA: But, my intention is to complete the Department of Finance
budget request. But before we go into the Department's request, we do have the
Countywide expenses for Fiscal Year 2011 Budget. And at this time, I would like
to have Mr. Young go through the handouts that you all received regarding the
Countywide expense for this upcoming budget. Mr. Young.
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MR. YOUNG: Thank you, Mr. Chair. I will try to be very quick on this presentation
because there's two handouts. One is a schedule entitled Fiscal Year 2011 Budget
Department of Finance, Countywide Expenditures FY 2010B versus FY 2011P or
projected budget, proposed budget. And the other is a PowerPoint presentation as
a handout for each of the individual components.
As you can see from the schedule or the pro forma schedule, the total expenses
required for the Countywide cost is actually reduced from Fiscal Year '10 to
Fiscal Year '11 by about $1.8 million or 1.47 percent. There's various
components in the Countywide expenses categories, so I'll quickly go through
them with you in the PowerPoint presentation.
Countywide expenses are managed by the Department of Finance, paid out of the
Department of Finance The areas are, or the components for Countywide
expenses are fringe benefits, which are all compensations other than salaries in
the County of Maui. There is a positive inflow to Countywide, which is the fringe
benefit reimbursements. These are the amounts of revenue, or amount of
expenses contributed from the special funds to reimburse the general funds for the
fringe benefits that we paid out.
Bond issuance and debt service costs are also in the Countywide expenses. I'm
on Slide 2 of the presentation. Debt service for Fiscal Year '11 is projected to be
about $43 million. Also, there's supplemental transfers from the various funds
and in between the General Fund to the special funds of about 10.6 million.
Fringe benefits...I'm sorry, I'll go back to fringe. Fringe benefits for Fiscal
Year '11 is estimated at about $58 million. The reimbursements from the special
funds accounts for just under $15 million. The insurance programs for the County
of Maui, we're actually projecting a need of about 9.7 million. This is actually
less than what is required from Fiscal Year '10 of about 10 million. The Open
Space Fund and Affordable Housing Funds are both funds where the value and
the amounts are established via Charter and the, or the Maui County Code. The
Open Space Fund contributes 1 percent of all real property tax collected into this
fund. The Affordable Housing Fund supports 2 percent of the real property tax
collection to that fund. General costs is about 1.1 million. Overhead
reimbursements are reimbursements from the special funds to the General Fund
for our services that are provided. So, for instance, personnel services, payroll
services that the Department of Finance provides, Corporation Counsel, services
that are provided to special funds; they reimburse a certain amount. The
Emergency Fund, which was established several years ago and has been
contributed to each year, we are projecting, or we're asking for an appropriation
of $2 million to the Emergency Fund to grow that fund. I put the First Time
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Homebuyers Fund on here. That was a program that was established sometime
around 2007. It has since been migrated over into the grants in the Department of
Human Services...Housing and Human Concerns, but I'm still showing it here
because on this particular slide it shows you the historical trend going back to '08.
And then lastly is the Post-Employment Obligations Fund, which the County of
Maui did establish in 2008 to pay for unfunded liabilities other than pension. And
we are asking for an appropriation again of 14.85 million. This is the amount that
will address 100 percent of our actuarially determined required contribution to
meet our annual, our requirement to fund the unfunded liability.
I can go through each of the individual components in more detail on the later
slides and I'll do so rather quickly. The first is the fringe benefits. What you
should know here on Slides 3 and 4 is that the contribution for employee
retirement system is the largest component of fringe benefits. Police and fire
must contribute about 19.7 percent...the employer, I'm sorry. The County of
Maui contributes for police and fire people 19.7 percent of their equivalent salary
to the employee retirement system. All other employees, the County of Maui
contributes 15 percent. For Fiscal Year '11, this amounts to about $23.7 million.
On the next slide, the other components of fringe benefits are the EUTF
payments, which is medical insurance, and FICA, which is Social Security. FICA
is 7.65 percent of salaries. Medical insurance, the County of Maui pays
60 percent of the premium of medical insurance. The employee pays 40 percent.
For calculation purposes, it's estimated to be roughly about 15 percent of salary
expense is paid towards EUTF benefit on the part of the County.
And then on the next slide, you see the full components. Worker's compensation
is also included in fringe benefits of about 3 million. ERS is about 23.7. FICA
amounts to about 6.84 million. The EUTF expense is about 22 million. And the
unemployment insurance, which if you notice on Slide 5 has gone up quite
substantially. This is the result of again legislative consideration to enhance the
unemployment insurance...I don't know what you wanna call it...tax or premium
to approximately about $40 or so that businesses currently pay to over $1,000.
That is quite a substantial increase. So, we are budgeting an amount to anticipate
that increase. And salary adjustments, which is included in Countywide. This has
to do with terminal pay when people have, when people sever service to the
County. Their accrued vacation balance is not paid out of the individual
departments but instead it's paid out of a Countywide expense. And that we are
budgeting or requesting 1.2 million.
The next slide, Slide 6, breaks up the different fringe benefit expense in the
reimbursement side to the various funds. The Highway Fund is gonna have to
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contribute a reimbursement of about 3.5 million. The Golf Fund will contribute a
reimbursement of about 389,000. The Sewer Fund will contribute about
3 million, and the Department of Water Supply will contribute about 5.7 million.
And the Solid Waste Fund will contribute 2 3 million as reimbursement for fringe
benefits.
In the debt service issue, this is the slide that I referenced earlier in my other
revenue presentation. This slide shows you on the left hand, the bottom left hand
is the amount of outstanding General Obligation Bonds that are currently in, in
place, actually issued. The principle balance as of June 30 th , '09 is about
$227 million worth of GO Bonds. We have outstanding active 52 2 million in
State Revolving Fund loans as of June 30 th . In the current year's budget, Fiscal
Year '10, there is budgeted another 41 1/2 million for General Obligation Bond
projects, another 13 million for potential new SRF Loans. We are asking for in
Fiscal Year '11 another 43.17 million in GO Bond appropriated projects and
another 16 million in SRF. Combined total gives you the total potential
outstanding debt amount that is, you know, on the horizon for the County of
Maui.
Now, supplemental transfers on Slide 8 is the amount of transfers from the
General Fund to the Golf Fund and the Solid Waste Fund. In Fiscal Year '11,
there is no transfer for the Highway Fund. I'm showing the Highway Fund
transfer here from the previous years to show you that the effect of increasing the
rate of the weight tax as a revenue source to the Highway Fund as well as
increasing the rate structures for public transit will result in no supplemental
transfer from the General Fund to the Highway Fund for Fiscal Year '11. This is
different from Fiscal Year '10 and '09. However, still yet, large transfers from
the General Fund to Solid Waste of about 9 9 million, it's an increase from Fiscal
Year '10's amount of 9 6 million but down from Fiscal Year '09 when it was
15.6 million.
Slide 9 is the insurance program, and there's two components in the insurance
program, the self-insurance and the insurance premiums, which we budget for
third-party policy coverage. We are asking for the self-insurance program to
actually be slightly reduced for Fiscal Year '11. We are recognizing that this
reduction will result in a more "riskier strategy" in that we will have less monies
available to fund self-insurance claims, judgments, and resources that are draws
that are made on the Self-Insurance Fund.
Jumping forward to Slide 11 is the Open Space Fund. This is just a calculation of
1 percent of the real property tax take since real property tax total collection is
estimated at 222 million. The amount of contribution to the Open Space Fund is

-
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about 2.22 million. If you do make any adjustments to the rate or if certification
of real property tax affects the overall projected revenue of real property tax, this
amount would change.
Similarly, in the Affordable Housing Fund, 2 percent of the real property tax
revenue is contributed via Charter, and since, again, doing the simple math, the
contribution for Fiscal Year '11 is about 4.4 million. There is a balance in the
Affordable Housing Fund. This is a non-lapsing fund. Anticipated balance as of
June 30 th , 2010 is that it will be about 10.7 million. So, the contribution of
4.4 million will bring that fund to about 15.16 million. And I believe there are
some appropriations targeted out of the Affordable Housing Fund for Fiscal
Year '11.
General costs will remain likely flat. However, I wanted to show you the
components that go into the general cost, this being the telephone system in the
County building and throughout the County facilities. The rental and facilities
expense, centralized postage of the County, and then the copying machine
expense. You'll see that there has been...we have actually decreased the amount
of individual components in the telephone system and the rental and facilities.
However, postage is likely to remain flat I understand from the Postal Service
through Calendar 2010. But it's a little bit early for...that I would expect that to
remain true and for calendar 2011, I would expect that there would be an increase.
Overhead reimbursement, this on Slide 14 shows you the different
reimbursements by fund for the General Fund administrative and support service
as I mentioned earlier. In total it's 7 million, but each of these special funds,
Highway, Sewer, Golf, Water Supply, Solid Waste, and Liquor Control must
contribute a portion of the overhead expense. And this is their reimbursement to
total 7 million.
The Emergency Fund was established back in 2005 and initially funded in Fiscal
Year 2005. It is intended for the natural or financial disasters befalling the
County. The...I would tell you that the credit agencies look at this fund as very
prudent and necessary as a sign of our fiscal fortitude in terms of preparing for,
you know, any unanticipated disasters. It's been funded every year in some
amount. Cumulatively it is anticipated to have 13.7 million on June 30 th , 2010.
We're asking for a continued appropriation of at least 2 million to this fund. There
has been one draw on the fund in 2009. The suggested funding level for an
Emergency Fund is somewhere between 5 to 10 percent of operating budgets for
that year. Now, we know that since this fund was established, it's taken some
time for us to get to the level where we are. There is no targeted date or year in
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which we want to achieve the 5 to 10 percent. But I think it good and prudent that
we show each year that we have contributions towards that effort.
The Post-Employment Obligations Fund is the last section, and I think everyone
here is painfully aware, I've talked about this on numerous occasions before.
This represents the unfunded liability of either the Employee Retirement System
and/or the Employer's Union Trust Fund to pay for future obligations of benefits
in retirement. We...the County of Maui was the first in the State of Hawaii to
establish a Post-Employment Obligations Fund back in Fiscal Year '07, and it
was initially funded in '08 to address our annual required, annual actuarially
required contribution towards addressing the unfunded liability. And each year
since Fiscal Year '08, the County of Maui has paid and appropriated the
100 percent of the amount of the actuarially required contribution. For Fiscal
Year ' 11, we are again asking that an appropriation be made to address
100 percent of our actuarially required contribution. That amount equals to about
14.8 million. I will point out that this amount or payment of this is somewhat
discretionary. However, if you don't pay it, it's, it's the equivalent of paying a
long-term loan. You don't have to make every payment. But if you skip a
payment, it's not like you could resume the following period and expect to have
the same amount. Interest accrues. Your payment is delayed one year. Coupled
with that, this amount assumes or doesn't take into account the effect of the stock
market equity investments that are managed. In 2009, there was somewhat of a
decline if any of us can recall, and that has affected the overall portfolio balance.
So, the actuaries are actually doing another study to update it as of July 1, 2009,
and that amount will affect the balances and contributions going, on a go-forward
basis. What I'm showing you here what is...is what we assume it to be, which is
based on the last actuary study plus an increase of 3.5 percent each year.
And the last several slides are slides that I've provided, the exact slides that I've
provided in years past from the last actuarial report. It shows you the... Slide 17
shows you the total amount of the unfunded liability. The County of Maui is
somewhere between 230 million-376 million. This was based on valuations going
back to July 1 st, 2007. And on an annual basis in that Fiscal Year, our
contribution would have been about, required about between 20 to 30 million.
And we actually did make our 20 million contribution in that year.
And then the last slide on Slide 19 shows you how we calculated the estimated
actuarial ARC liability for Fiscal Year '11, which is 22 8 million, but that does
include what we pay for retirees on an annual pay-as-you go method. Meaning,
we pay for retiree medical, pensions, medical benefit on an annual basis. So,
they're not included in this future unfunded liability. The future unfunded
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liability are for current employees or those who have not retired but have vested,
vested payments coming to them. And that amount is 14.8 million.
So, with that I'm available for any questions at this time, Mr. Chair. I would also
like to introduce to my right is Ms. Maria Zielinski She is the new County
Accounts Administrator, the County Controller position. She replaces
Mr. Ty Yoshimi, who retired towards the end of calendar 2009. We are very
happy in the Department of Finance to have Ms. Zielinski join the team. She's a
valuable asset and contribution to our Department, and she will be assisting and
available to answer any questions that the Members may have. Thank you.
CHAIR PONTANILLA: Thank you. At this time, the Chair will allow the Members one
question per. I just wanna move this meeting along. So, Member Victorino.
COUNCILMEMBER VICTORINO: No. I, I'll, I'll skip.
COUNCILMEMBER NISHIKI: No.
CHAIR PONTANILLA: Member Nishiki, no. Member Medeiros.
COUNCILMEMBER MEDEIROS: No questions at this time.
CHAIR PONTANILLA: Thank you. Member Kaho'ohalahala.
COUNCILMEMBER KAHO'OHALAHALA: No questions.
CHAIR PONTANILLA: Member Johnson.
COUNCILMEMBER JOHNSON: No questions.
CHAIR PONTANILLA: Member Baisa.
COUNCILMEMBER BAISA: I'll wait.
CHAIR PONTANILLA: Thank you. Member Molina.
COUNCILMEMBER MOLINA: Pass this one.
CHAIR PONTANILLA: Okay. Members, for the revenue projections as well as the
Countywide, if you do have, you know, other questions, please forward it to the
Chairman and then we'll get the response from the Department. Members, before
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we move into the budget for the Department of Finance, I'd like to make a few
comments. Thank you, Ms. Zielinski. That was easy for you, I know.
COUNCIL MEMBERS: ... (Laughter)...
CHAIR PONTANILLA: For the next few weeks, we will be reviewing each
department's budget and the Chair's intent to review the department in certain
priority, first reviewing the A, B, C accounts, grant revenue, if any, and then the
CIP requests. Each department has been scheduled and if you look at your
calendars, it tells you when each department will be reviewed in regards to the
Budget and Finance Committee. Again, you know, we do have limited time
available to review and evaluate the Mayor's proposed Fiscal Year 2011 Budget.
It is imperative that we begin on time and please come prepared. And, let me
remind you that once the ordinance is passed on second and final reading, it
becomes the Budget Ordinance. If we can't come to an agreement by May 31 st,
then the Mayor's budget becomes into effect. We do have several meetings that
are scheduled outside of this building. On March 23'1 , which is tomorrow,
Tuesday, we go to the Kihei Community Center at 6:30. On Wednesday,
March 24th , we go to the Hannibal Tavares Center at 6:30 and I found out that
Member Baisa will be providing us with some refreshments.
COUNCILMEMBER BAISA: Yes.
CHAIR PONTANILLA: Thank you. On Thursday at Helene Hall in Hana, we'll be
meeting at 6:30. I know Member Medeiros will be coming back from Oahu on
HSAC meeting. We'll see you there. So, thank you.
Okay, now we'll proceed with our first department, or proceed with our first
department, the Department of Finance And in your proposed bill, it's Page 3
and 4, your Program Budget Pages 11-1 to 8-14, in the Budget Details it's Page 61 to 6-24. The Department has several programs and we can begin with the first
program, which is the Administration/Risk Management/Treasury Program on
Page 8-3 of the Program Book and 6-3 on the Details. So, if you can turn to Page
8-1 and Page 6-1.
NOTE: Silence.

CHAIR PONTANILLA: Okay. We'll be taking up...the first item would be the
Administration, Risk Management, and Treasury Program. So, Members,
Page 8-3 again.
UNIDENTIFIED SPEAKER: ... (Inaudible)...
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CHAIR PONTANILLA: Oh, okay. At this time, I'd like to call on the Budget Director
in regards to...
MR. YOUNG: Thank you, Mr. Chair. I've, I've actually prepared a summarized
presentation for handout as well as a pro forma look schedule on the Department
of Finance, but I'll be happy to relent and allow, if you wanna take it by
individual division areas, I can, we can get right into if you like. The overall
County, Department of Finance budget, we are actually showing a reduced
request amount by about 7 percent across the entire Department. Every, every
operating division in the Department of Finance is sizing down their budget
requests compared to Fiscal Year '10. I would also point out that this is again the
same. Our budget's were actually reduced from Fiscal Year '09 to '10 as well.
I'll reference the graph on Slide 7 of my Department of Finance handout that
shows you graphically the reduction going back to 2008 and point out that there,
there was an error on this graph where the Division of Motor Vehicles and
Drivers' Licensing, the amount in FY '09 is actually overstated. It was actually
3 million. It's shown as a little bit over 4 million, but it's actually less, it's
actually less that by about a million dollars. The overall affect, if you will notice,
for all the divisions is that they've all been taking reductions for the last two
years. Some have been taking reductions for the last three. We...Department of
Finance has been doing it because we recognize, you know, the pending fiscal
constraints of the County. We appreciate our role in providing support to the
various departments in the County and to that extent the participating to reflect
the decreased sized budget. With that, Mr. Chair, if you'd like I can speak
directly to the individual divisions or would you like for me to stop at each
division to entertain questions?
CHAIR PONTANILLA: Can you stop at each division and answer any questions. So,
Members, in regards to the Administration, any questions regarding the A account
at this time? Member Victorino.
COUNCILMEMBER VICTORINO: I, I guess the only question I have for you,
Mr. Young, is, is strictly this. With these reductions, will you handcuff yourself
in the ability to do your necessary work? I mean, Mr. Nishiki brought out earlier
that by hiring a few extra people you were able to collect and correct and some
other things. So, even in your Department this, this, this particular area in Risk
Management, by decreasing, will that handcuff us doing the things we need to do
to prevent other issues from occurring?
MR. YOUNG: Well, definitely if you look at the Department of Finance, because we
actually started reducing our budgets maybe a year ahead of other departments...
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COUNCILMEMBER VICTORINO: Uh-huh.
MR. YOUNG: ...we've kinda reached a situation where if you look at my pro forma
schedule, the only real reductions are coming by way...the big chunk of the
reductions are coming by way of the furlough savings. 'Cause we are at the point
where if I do start to trim operating expenses, it, it's gonna be warm bodies. We,
we're at the point where we don't have funds in the operations side anymore. It's,
it's all on the salary side. So, most of the savings is coming from furloughs and
so on the Director's Office or Administration side -COUNCILMEMBER VICTORINO: Uh-huh.
MR. YOUNG: --a good chunks, if you look at my pro forma, for instance in the
Director's Office, the furlough amount...I, I, we're reducing our budgets by
38,200 for Fiscal Year '11 from '10.
COUNCILMEMBER VICTORINO: Uh-huh.
MR. YOUNG: But of that 38,000, 22,000 is coming via furlough. So, the rest is some
smaller savings from travel. So, we will be eliminating travel. I'm, I'm, I'm
sorry I'm speaking from the pro forma schedule on, on the handout. And then in
Risk Management, we're reducing that budget by $42,000. But of that 42,000,
11,000 are coming from the effects of furlough and 15,000 from professional
services. And similarly in Treasury, of the $27,500 that's being reduced, a third
of that is the result of furlough savings.
COUNCILMEMBER VICTORINO: I see.
MR. YOUNG: So, I think we are at the point where to achieve the level of savings that
we are proposing -COUNCILMEMBER VICTORINO: Yes.
MR. YOUNG: --we are seeing reduction in services. But those reductions are
attributable to the furlough situation. But if you want me to reduce any further,
we would be looking at some program cuts that would definitely, you know, they
would translate in basically in roll out of services to the, the general public.
COUNCILMEMBER VICTORINO: And again, that's my biggest concern...I mean, you
know, that we don't, we don't reduce too much of our services, Mr. Chair. I
mean, and especially someone like Department of Finance, you know, we're
looking for money and then we handcuff them to help us in this ability. It could
- 107 -

BUDGET AND FINANCE COMMITTEE
Council of the County of Maui
March 22, 2010

be devastating. So, thank you, Mr. Young, for that explanation at least off of your
sheet. And I thank you for the worksheet because this makes it much easier to, to
read over then trying to read this details sheet and then try to make it match it up.
Thank you. I appreciate that. Thank you, Mr. Chair.
CHAIR PONTANILLA: Thank you. Member Nishiki.
COUNCILMEMBER NISHIKI: No.
CHAIR PONTANILLA: Member Medeiros.
COUNCILMEMBER MEDEIROS: No.
CHAIR PONTANILLA: Member Kaho' ohalahala.
COUNCILMEMBER KAHO' OHALAHALA: Pass.
CHAIR PONTANILLA: Member Johnson.
COUNCILMEMBER JOHNSON: My only question is on the Service Center lease. In
the climate that we're experiencing right now, was that lease able to be reopened?
Because I see we're going up $8,000.
MR. YOUNG. Yeah. Actually, we, we not reopened, but we did make an amendment to
that lease about maybe a year ago because we assumed another portion of the
Maui Mall facility and with that that triggered, well it...the management asked for
the entire Service Center lease to be reopened. And at that time, there was some
immediate term cost savings in terms of the rate. So, this rate of increase is only
2.2 percent, but the actual increase in the amount of rent is actually greater than
that because those rates of increase that were negotiated, you know, from before.
But that reopening a year ago helped to see some immediate savings and
adjustments. However, going forward now we're seeing a steady rate of increase
again.
COUNCILMEMBER JOHNSON: Yeah. And I would just ask if there's any way
because this is really difficult. Everyone has to tighten their belts. And the
rentals, there's rental reductions that are going on all over 'cause I know. I've
talked to people that have commercial, you know, holdings and they said that
they've tried to work with their tenants. And we're no different. In fact, we're in
a worse position. Thank you.
CHAIR PONTANILLA: Thank you. Member Baisa.
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COUNCILMEMBER BAISA: Pass.
CHAIR PONTANILLA: Member Molina.
COUNCILMEMBER MOLINA: No.
CHAIR PONTANILLA: Okay, to the B account. Any questions on the B account,
Member Victorino?
COUNCILMEMBER VICTORINO: Pass.
CHAIR PONTANILLA: Member Nishiki.
COUNCILMEMBER NISHIKI: No.
CHAIR PONTANILLA: Member Medeiros.
COUNCILMEMBER MEDEIROS: None.
CHAIR PONTANILLA: Member Kaho' ohalahala.
COUNCILMEMBER KAHO'OHALAHALA: Pass.
CHAIR PONTANILLA: Member Johnson.
COUNCILMEMBER JOHNSON: No.
CHAIR PONTANILLA: Member Baisa.
COUNCILMEMBER BAISA: No.
CHAIR PONTANILLA: Member Molina.
COUNCILMEMBER MOLINA: No.
CHAIR PONTANILLA: And then the C account. Any questions, anyone.
COUNCILMEMBER VICTORINO: No.
COUNCILMEMBER NISHIKI: Mr. Chairman?
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CHAIR PONTANILLA: Mr. Nishiki.
COUNCILMEMBER NISHIKI: Kalbert, are you gonna somehow, somewhere in this,
this budget look at how we, the, the areas that we raised earlier today?
CHAIR PONTANILLA: Yes.
COUNCILMEMBER NISHIKI: Okay.
CHAIR PONTANILLA: We'll take each division separately. This is only the
Administration -COUNCILMEMBER NISHIKI: Okay.
CHAIR PONTANILLA: --Treasury, and Risk Management. So, there's no questions to
the C account -COUNCILMEMBER NISHIKI: Yeah.
CHAIR PONTANILLA: --on this one here? Okay. Good. So, we're moving on to the
next area, which is the Purchasing Program.
MR. YOUNG: In Purchasing, which is referenced on slide, Slide 12, it's rather
straightforward. Reduction in this, in this program is about $25,560. It's about a
6.1 percent reduction. However, of that we're actually reducing salaries and
wages by 26.7 thousand [sic]. And it's pretty much all eight-point...it's pretty
much all due to the furlough savings. There is a small increase that's being offset
there by, of about $1,000 due to upgrades in the computer software expense. So,
the net result is $25,560. The total budget though for this program is only
$396,000. It is a reduction from Fiscal Year '10.
CHAIR PONTANILLA: Thank you. Members, any questions on the A, B, C account?
Mr. Victorino.
COUNCILMEMBER VICTORINO: No. Pass.
CHAIR PONTANILLA: Member Nishiki.
COUNCILMEMBER NISHIKI: No.
CHAIR PONTANILLA: Member Medeiros.
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COUNCILMEMBER MEDEIROS: None.
CHAIR PONTANILLA: Member Kaho' ohalahala.
COUNCILMEMBER KAHO'OHALAHALA: Pass.
CHAIR PONTANILLA: Member Johnson.
COUNCILMEMBER JOHNSON: Pass.
CHAIR PONTANILLA: Member Baisa.
COUNCILMEMBER BAISA: No.
CHAIR PONTANILLA: Member Molina.
COUNCILMEMBER MOLINA: No.
CHAIR PONTANILLA: Okay. Next is the Financial Services Program.
MR. YOUNG: The Financial Services Program represents the Division of Motor
Vehicles and the Real Property Tax Division. They're both primarily housed at
the Service Center. I've broken them out separately for your consideration. The
DMV is projected to reduce its budget to, from 3.22 million in Fiscal Year '10 to
3 million, nearly even in Fiscal Year '11. It's a $153,000 reduction. It equates to
about 4.8 percent downsizing. Of this downsizing, though, 94,000 of the 153,000
is attributable, is attributable to the furlough issue.
And in the area of Real Property Tax, we're asking this program to be reduced
from 2.44 million to 2.2 million, savings or reduction of about $232,000. This is
a 9.5 percent reduction. Again, it's, it's...of that amount 90,000 is the reduction
in furloughs, due to furloughs. Another 100,000 is reduced from their contractual
services -COUNCILMEMBER VICTORINO: Uh-huh.
MR. YOUNG: --to eliminate services that were provided or requested from the City and
County for Honolulu, for instance.
COUNCILMEMBER VICTORINO: Uh-huh.
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MR. YOUNG: And then, these savings or reductions are offset by a small 2 percent
increase, which I mentioned earlier, in the amount of lease that is required for the
Service Center, an increase from 362,000 to 370,000. That's an $8,000 increase,
about 2.2 percent. Thank you, Mr. Chair.
CHAIR PONTANILLA: Thank you.
MR. YOUNG: Oh, and Mr. Chair, Mr. Lito Vila and Mr. Scott Teruya are the managers
for the DMV and the Real Property Tax Division, respectively, and they are
available for any questions specific to their areas.
COUNCILMEMBER VICTORINO: Mr. Chair?
CHAIR PONTANILLA: Yeah. If Mr. Vila and Mr. Teruya can come forward, we may
have some questions for either of 'em.
NOTE: Silence.

CHAIR PONTANILLA: Before I ask the Members to ask questions of the Motor
Vehicle and Licensing as well as the Real Property Tax side, Mr. Young, you do
have three grant revenue programs. And, and, if you could possibly explain on
these three programs. First of all, there's a Commercial Driver License Program
with a grant revenue of $452,236, Periodic Motor Vehicle Inspection Program
$453,443, and the State Motor Vehicle Registration Program, which is $295,216.
Can you kind of explain?
MR. YOUNG: Yes, Mr. Chair. I did not include them in the presentation as they are
grant funded. But we have these grant programs. They are all located in the
Division of Motor Vehicles and Licensing. They are reimbursed, or paid for via
grant revenues generated from the programs. These are State-funded grants. And
I would also point out that they do also have warm bodies attached to them. They
will be subject to the furlough requirements even though they are funded via State
grants. For specific questions on these programs, I will defer to Mr. Vila.
CHAIR PONTANILLA: Maybe, Mr. Vila, quick...if you can kinda explain the three
programs that we have.
MR. VILA: Okay. Good afternoon, Mr. Chair. First of all, the PMVI program, that's
the Periodic Motor Vehicle Inspection Program...that's the, well all know it as
the safety check program where you go in to do your safety checks. And that is
administered, we administer that on behalf of the State. And all expenses of that
net of revenues, revenues...so, all revenues we generate for sale of stickers, those
decals, we net the expenses that we incur and we deduct that from the total
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amount of highway revenues that is due to the State each month. So, we collect
that every month. So, in essence it's, it's paid for, so. And real short, we have
about 80 stations, 80 plus stations throughout the County and about 300 to 400
inspectors.
And the CDL is the Commercial Driver License Program. We administer the
Heavy Vehicle Program on behalf of the State. And all the testing, the
knowledge, the skills, and also the...we do our portion in ensuring that we meet
Federal compliance because the regulations are becoming more strict. And again,
any net loss revenues less expenses is again deducted monthly from our State
remittance to, from our revenue remittance to the State. So, that's, I guess, zeroed
out every month and it's realized.
The last one is the State Motor Vehicle Registration Program. We collect the
motor vehicle taxes on behalf of the State and they fund an equivalent of four
full-time positions plus the, the fringes for all of the positions. It's the fringes, the
salaries, as well as a 10 percent administrative fee that is tacked on to that that is
charged to the State.
CHAIR PONTANILLA: Thank you. Members, any questions for Mr. Vila at this time?
Member Victorino.
COUNCILMEMBER VICTORINO: Okay. Thank you. And thank you, Mr. Vila, for
those explanations. At least we have a better understanding. First of, my first
question is, is any of those that you just mentioned that the State has been
funding, have you heard or has there been any indication that they may somehow
cut that back? Because I understand that it is self-funded because the money
comes in and you take your portion before you send it down. But is there is any
indication because the State is so strapped for money that they may be reducing or
even, you know, taking back some of that?
MR. VILA: I have not heard. I've asked. I have not heard any indication that they are,
they're looking at cutting back. Number one, the CDL program is a Federally
mandated program, so if you pull out of that and the State does not become in
compliance, there's millions of dollars at stake that would be withheld by the
Federal government that's coming into the State. So I really don't see that as
being jeopardized. The Periodic...the PMVI or the safety check unless the State
laws are changed to eliminate that, I don't see that as being discontinued. And I
really don't foresee the State saying don't collect our highway taxes on behalf of
them anytime soon.
COUNCILMEMBER VICTORINO: Okay.
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MR. VILA: 'Cause they're not set up for that.
COUNCILMEMBER VICTORINO: Well, that's good news all around. And then I was
looking through your, your, your, your, your account and I saw that you're
eliminating a Driver Licensing Examiner number I. I, you know, I'm not sure if,
if...this is on Page 6 of 14, 6 of 14. And, you know, you, you and I have had this
discussion before because I've had people that complain and, you know, the long
waits and all that. Is by eliminating this service going to hamper you in anyway?
I mean, you know, hold back...and, you know, I'm worried that, you know, again,
reduction in services again we're gonna have it with furlough, but when you
eliminate an entire position, how much of an effect does that have?
MR. VILA: For that particular position, I believe it's DF-35?
COUNCILMEMBER VICTORINO: That is correct.
MR. VILA: Okay. What we've done, we're currently meeting and exceeding the
demand for road tests on an ongoing basis on that. However, we do need...we are
reallocating that to our, another section where we, we are, we cannot keep up with
the current demands. So, it's a reshuffling. However, in preparation for that for,
to absorb any increases in future demand, we have staff that are cross-trained and,
at all of the offices. As you know, each of your districts now have -COUNCILMEMBER JOHNSON: Satellite.
MR. VILA: --light vehicle examiners assigned to those stations. So, that gave a lot of
diversity of availability to road test appointments.
COUNCILMEMBER VICTORINO: And the last question I have for you and I'll let my
other Members ask, is it my understanding that in the satellite or the outlying
district offices that you're looking to close one day a week? I've been told that
that's, that that was a possibility. Is that been false rumors or is that something
that you guys are considering?
MR. VILA: In this...one day, closing it one day a week, well, if you're gonna furlough,
then definitely the office will be closed one day for that month. It could be
depends on the final deliberation, I think, of this budget process. If it stays at that
number of days or whether or not, as you know, if we go on furlough, that our
number of customers and the demand will just be dissipated throughout the other
days of the month. So, we'll have to absorb that. So, unless we're told to remain
open and still go through those furloughs, then that could be an option if we're
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told to. You have to meet...keep your say, for example, one office open all the
way through but still go through furloughs. And I could not, I would not be able
to go through those furloughs without the, decreasing the service levels at
probably some of the satellite offices if not all.
COUNCILMEMBER VICTORINO: And, and would that also have an effect to the
Service Center here in Central Maui? And we're talking furloughs now.
MR. YOUNG: Mr. Victorino, actually the, the plan for the furlough -COUNCILMEMBER VICTORINO: Uh-huh.
MR. YOUNG: --as, as far as I know, it still needs to be spelled out and detailed -COUNCILMEMBER VICTORINO: Right.
MR. YOUNG: --with the Union.
COUNCILMEMBER VICTORINO: Right.
MR. YOUNG: We don't know if, for instance, if the furlough will be everybody is, the
County is shut down for a day, everybody is shut down on the same day, or if that
furlough is called staggered -COUNCILMEMBER VICTORINO: Uh-huh.
MR. YOUNG: --so that County operations stay open.
COUNCILMEMBER VICTORINO: Uh-huh.
MR. YOUNG: The Department has plans in place that depending on the scenario, that it
would effectuate to maintain a service, a service level.
COUNCILMEMBER VICTORINO: Uh-huh.
MR. YOUNG: That doesn't mean that the service level will be the same.
COUNCILMEMBER VICTORINO: Okay.
MR. YOUNG: However, if it is one day furlough regardless if it's staggered or if it's the
same day, I think it likely that in terms of the outlying areas, the furlough will
result in a closure of that facility for that, at least that day. But how it relates to
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the Service Center, we would have to wait to see for the full details of the specific
plan of the furlough, how that would be rolled out for Maui before we could be
willing to publically state if that would result in, in what means it would result in
a, in reduction at the Service Center.
COUNCILMEMBER VICTORINO: Okay, thank you. And I apologize for putting the
cart before the horse...you know what I mean, and, you know, trying to get this,
you know. Just wanted to know if there's plans in place and you've answered that
question. So, I thank you. Thank you, Mr. Chair.
CHAIR PONTANILLA: Thank you. Members, any more questions for the Department?
COUNCILMEMBER MEDEIROS: I have a question.
CHAIR PONTANILLA: Member Medeiros.
COUNCILMEMBER MEDEIROS: Thank you, Mr. Chairman. Mr. Vila, you under
your division or your...you have satellite offices, correct? DML...DMV at Kihei,
Pukalani, Lahaina?
MR. VILA: Yes. I have an office in those three areas, Lanai, Molokai, Pukalani, as well
as Hana.
COUNCILMEMBER MEDEIROS: Right. And so where would the performance
measures be for Hana, because they're not included in this section.
MR. VILA: I don't have the, a specific performance. It's a one-person operation. It's
easy enough to track based upon their number of transactions that they do, the
performance measures, the customers served.
COUNCILMEMBER MEDEIROS: It's not in...
MR. VILA: Yeah. It's rolled up into the entire amount.
MR. YOUNG: ... (Inaudible)...
COUNCILMEMBER MEDEIROS: Entire amount of what?
MR. VILA: Yes. Of the customers served, I think, and the performance measures.
COUNCILMEMBER MEDEIROS: No, but you've got separate numbers for Kihei,
Pukalani, Lahaina, Kahului, but you don't have Hana...
- 116 -

BUDGET AND FINANCE COMMITTEE
Council of the County of Maui
March 22, 2010

MR. VILA: But those are the major offices where we have the ability to accurately
check, track the number of customers that do come in for service.
COUNCILMEMBER MEDEIROS: Okay. So, Hana...
MR. VILA: The smaller satellite offices, if I do that, to get those numbers, I would have
to have them do a manual count and tally and add additional work to the staff and
I'd have to weigh whether or not it would be better to do that or focus on
customer service and getting the customers' transactions processed.
COUNCILMEMBER MEDEIROS: Okay. So, those offices that are not accounted here
have never been a part of this performance measures?
MR. VILA: Not, not for that total number of customers served.
COUNCILMEMBER MEDEIROS: I see.
MR. VILA: Yeah.
COUNCILMEMBER MEDEIROS: Okay. Thank you, Mr. Vila. Mahalo,
Mr. Chairman.
CHAIR PONTANILLA: Thank you. Any more questions, Members? If not, I think
everybody's waiting for Scott Teruya -COUNCIL MEMBERS: ... (Laughter)...
CHAIR PONTANILLA: --on the Real Property Tax side. So, Mr. Vila, thank you.
Mr. Teruya. Yeah. There were a lot of discussion this morning and emphasis
were put onto the two LTAs that we hired in this fiscal year and the revenue
generated by the two LTAs was significant, that Member Nishiki this morning
had some questions in regards to how do we help the Department in going after
delinquents as well as trying to ensure that whatever rates people are paying,
they're paying the rates that supposed to be paid. So, at this time, I would like to
call on Mr. Nishiki if you have any more questions -COUNCILMEMBER NISHIKI: Yeah...
CHAIR PONTANILLA: --regarding Real Property Tax.
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COUNCILMEMBER NISHIKI: Thank you, Mr. Chairman. I think, Mr. Teruya, the, the
concern are in one, two, three, four, five areas. The home exemption
enforcement, I think you, you talked about getting an estimated half a million
dollars and I don't know whether that work has been completed or not. So, I, I
guess the question is where did you use the two clerks, I guess, that we hired? In
what areas?
MR. TERUYA: Member Nishiki, the two LTA positions that we were given last fiscal
year were primarily, were cashiers. What they did was they physically were at the
front counter collecting incoming revenue. And what that did was it allowed our
delinquent tax collectors -COUNCILMEMBER NISHIKI: Okay.
MR. TERUYA: --to do their actual function that they were hired for by working on the
delinquent accounts. By them dedicating their time to the delinquent accounts in
the last six or eight months resulted in about 240 accounts, maybe about 140 of
`em have closed and we received about $2.8 million in delinquent taxes.
COUNCILMEMBER NISHIKI: Tax accounts?
MR. TERUYA: Yes. Yeah.
COUNCILMEMBER NISHIKI: Okay. Now, now that we got these cashiers, if we were
to pursue...and I don't know if, if you're moving as quickly as you can just with
the people now that were freed from collecting that money, okay. So, what about
the area of home exemption?
MR. TERUYA: Let me just point out, the delinquencies is, is ongoing. Every fiscal year
there are people who still do not pay their taxes and you'll see in the last two
fiscal years that the delinquency rates are increasing, yeah. So, it's not like the
delinquent accounts are current, yeah. I just wanted to point that out.
COUNCILMEMBER NISHIKI: How much, how much do we have in the delinquent
accounts now? What is the total?
MR. TERUYA: Fifteen million.
COUNCILMEMBER NISHIKI: Fifteen million?
MR. TERUYA: Uh-huh.
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COUNCILMEMBER NISHIKI: Okay. That's one area. Okay. Now, let's look at the
home exemption area where--how, how, how efficient are you people there?
MR. TERUYA: Okay. What we've done is, first of all, what we did was we tried to take
the highest number of areas that we could find noncompliance and what we did
was we focused in at about 700 or 800 parcels that had mismatching mailing
address and site addresses. From that alone, we've found 459 people not in
compliance with a revenue gain for this fiscal year at minimum at 750,000.
That's using the, the previous year's tax rates.
COUNCILMEMBER NISHIKI: Okay. And, and, and I guess in, in, in all of these areas,
can you tell us if you had more manpower, would you be able to pursue more of
these accounts? What is your...how, how, how many accounts do you have and if
you could use more help?
MR. TERUYA: Well, in the, in the...in talking about the home exemption program, I
think what's the most difficult part for the clerks is that they're not only focusing
on one, one duty. They're, they're required to answer the phones, assist the
public. So, doing the research while you're doing these things can be difficult.
Now, if additional staff is just primarily to work on home exemption enforcement,
they could dedicate their time solely to, to deal with enforcement issues.
COUNCILMEMBER NISHIKI: Okay. Then, then, then what you would say that you
would probably want somebody to answer the phone?
MR. TERUYA: It's either somebody answer the phone or somebody work on this
program.
COUNCILMEMBER NISHIKI: They could do both, but you could use more help?
MR. TERUYA: It, it should be either or so that one person can dedicate their time to just
dealing with the enforcement end.
COUNCILMEMBER NISHIKI: I guess, Mr. Chairman, the question is he needs to tell
us if, if, if we were to offer, and, and we can generate three-quarter million
dollars, I, I think, Kalbert, you need, you and Mr. Teruya need to tell us what you,
what you need. Because I think that we're already impressed by that work that
you're doing. But we wanna collect more money. We wanna collect more
revenues. So I guess the question is what would you want?
MR. TERUYA: In, in the area of home exemption, it would be, probably be best that an
existing employee handle the enforcement because you already need to know the
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code and the procedures. So, by dedicating that person to deal with the program,
you would probably need an entry clerk to come in and handle the public inquiry
end.
COUNCILMEMBER NISHIKI: Okay. And it doesn't mean that you can probably use
this warm body to do other things now, but you want an entry clerk.
MR. TERUYA: That would probably be the best way for an existing employee to take
the program and administer the program.
COUNCILMEMBER NISHIKI: Okay. Now, what about that delinquent tax area?
MR. TERUYA: The delinquent tax area is, is, is a very large portion of, of our work in
the collections section in that we, we've never really actively seeked [sic] out and
enforced the program of sending letters and doing all these correspondence. It is
a lot of work for the two delinquent tax clerks that we have right now, and
definitely one body would definitely make a big difference towards the impact of
the amount of delinquent accounts we have. The other program that they do is
that they're trying to, we're trying to administer the tax sale, annual foreclosure
sale, and that takes a lot of work in correspondences. So, I would say one body
would definitely make a difference. Obviously, I believe the Director would
concur, that we wouldn't want to expand too fast without trying, trying the
program and seeing how much the additional body would help.
COUNCILMEMBER NISHIKI: And what would that body be? What kind of body?
MR. TERUYA: It would be a delinquent tax collector.
NOTE: Silence.

COUNCILMEMBER NISHIKI: And, and, and I only ask this, Mr. Chairman, is because
I, I, I guess I see the conservativeness in, in Mr. Teruya's voice, and, and I don't
know if the guy with the suit on has kinda forewarned him be careful, but -COUNCIL MEMBERS: ... (Laughter)...
COUNCILMEMBER NISHIKI: --I, I, I'd like them to get their heads together and, and
maybe look at this so that we don't put you in an awkward situation. Now, we
have another area called tax appeals and we've got, I think, something like--what
was it--$20 million that, from the budget, Mr. Chairman?
CHAIR PONTANILLA: Thirty.
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COUNCILMEMBER NISHIKI: That we can't deal with because these people are
challenging it so it doesn't show in the property tax, or in this year's budget?
CHAIR PONTANILLA: Thirty million.
COUNCILMEMBER NISHIKI: Thirty? Is it 30 million? Okay. So, that's 30 million
in, in...and how many tax appeals do we have? Three thousand? Four thousand?
NOTE: Silence.

MR. TERUYA: I believe we have about 3,600 more.
COUNCILMEMBER NISHIKI: Okay. Now, in that area, what...give us the story.
What, what, what, what, what can occur if you got more help or what cannot
occur? What, what's the problem now? You gotta . . . (inaudible).. .
MR. TERUYA: Right, right now for the, for the appraisal staff, we have an appraisal
staff of ten and they have multiple duties and responsibilities throughout the year.
During the winter months as we get up to the assessment year from the months of
September to January, they are primarily doing valuations. During that time,
there are no appeals scheduled because of what's involved in just doing
certification work. When you get the appeals, the appeals are normally handled
from May through about that September months, and whatever you can complete
during that, that period really goes towards the knocking down the amount of
appeals. One of the thoughts that we had was whether or not a valuation analyst
would help that because the valuation analyst is actually a seasoned appraiser and
can do both appeals and special assignments. So, I would say because, just
because you hire an entry-level appraiser or somebody off the streets, you need to
have some background in handling assessments and dealing with the appeals. So,
just by, if you just went out there and just went for an open recruitment, there'll
be very little people that would be able to qualify and handle the appeals. So, a
valuation analyst is essentially somebody from in, inside or some previous
background as an appraiser to be able to handle both the backlog of appeals. And
the other part is, during the times that maybe appeals are not scheduled, that
person still could do the ag, ag enforcement.
COUNCILMEMBER NISHIKI: Okay. And as these appeals are dealt with, then this
$20 million that we have in, what, in abeyance is then given to Kalbert, the
County, as money we can use? Is that, is that...
MR. YOUNG: Well...
COUNCILMEMBER NISHIKI: I don't know the simple way of describing it.
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MR. YOUNG: You're talking about revenue that is under appeal.
COUNCILMEMBER NISHIKI: Right.
MR. YOUNG: The only way to free up that revenue is to get it to be adjudicated by the
Appeals Board.
COUNCILMEMBER NISHIKI: Okay.
MR. YOUNG: What Mr. Teruya is talking about is the pipeline to that point, getting it so
that the case can be heard before the Appeals Board. These personnel, his
personnel challenges is that there's more appeals than he has personnel to
actually, you know, prepare the case basically. 'Cause when you go to these
Appeal Board hearings, each appeal is the equivalent of a adjudicated court case.
You mean, we, the County must present its case as, you know, as evidence that,
how we got to that value. So, that's the work that Mr. Teruya is referencing.
COUNCILMEMBER NISHIKI: Yeah. Mr. Chairman, this, this is really astounding,
okay. You know, we got $20 million that we can use in the budget, you know,
that we can't even use because these guys are not dealing with it. So, this is
money that we're stuck with and so whatever we can do to help you guys, let us
know. I mean, this is...$20 million we collect in property taxes wherever that we
can't use, Mr. Chairman, and I know you've been on it so I just wanna back you
up and try to get this together.
And finally, the last one is ag verification. I know that somehow we've collected,
what, a half a million dollars on that. And what is that one and what, how
successful are we? And can you move -MR. TERUYA: Yeah. Yeah, what we did was -COUNCILMEMBER NISHIKI: --with money.
MR. TERUYA: --we, we, we talked about, we initially we sent out about 8,000 letters.
There's probably about 5,700 parcels with agriculture use. We have cancelled or
denied agriculture on 473 of those for a revenue gain of about 511,000. We still
have about 3,000 to go. Now, that's another on top of the Board of Review, on
top of the setting the assessments, so it's just a matter of what priority you put
first that we work on. So, it' s...(laughs)...you know, it's one of those things if
you work on this, then you can't work on that. It's easier said than done to work
on both, but it really is very difficult to prepare a case and still be doing ag
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assessments. And that's why I, I mentioned if you're looking at a valuation
analyst, it's not only one specific duty, but that person is, is almost tasked to do
basically any program within the Real Property Tax Division, be it home
exemption, be it, you know, exemptions or just inspections or violations.
COUNCILMEMBER NISHIKI: Mr. Chairman, so far in what they've done I'm, I'm,
I'm really impressed. I think they've collected like 700,000 home exemption,
2,700,000 delinquent tax, 511,000 ag whatever, verification...that's close to
$4 million.
CHAIR PONTANILLA: Uh-huh.
COUNCILMEMBER NISHIKI: And, and, and then we got 20 million that we're
holding in, in abeyance. So, it's like I think we need to help these people, and so
far he's named three, and I don't know. Is there another, another person you
would use on this ag verification?
MR. TERUYA: Primarily it's, it's a valuation analyst or like an appraiser assistant.
You, I think you have the option of both. Normally, an assistant appraiser, the
reason why I didn't choose that over a valuation analyst is an assistant usually
cannot take a case to the Board of Review or the Tax Appeal Court level.
COUNCILMEMBER NISHIKI: Well, I guess the question that we, we, we, we leave
with you is to tell us after looking at if you need four warm bodies, how you
would run your Department and, and get these people because so far, I'm
impressed, Mr. Chairman. And, and so I think we need to continue the support by
giving them warm bodies.
MR. YOUNG: Mr. Chair?
CHAIR PONTANILLA: Thank you.
COUNCILMEMBER NISHIKI: And, and I end with that.
CHAIR PONTANILLA: Thank you. Mr. Young.
MR. YOUNG: Mr. Chair, if I just say that I do appreciate Mr. Nishiki's comments and,
you know, his desire to assist the Department of Finance We, we definitely
recognize that, you know, with more people we can get more work done. I did
wanna explain why I did not propose any additional bodies for the Mayor's
consideration. One was that, you know, in light of the current situation of
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impending furloughs, how that would appear to, you know, the Council in terms
of adding bodies in the face of, you know, other areas being reduced.
Second, that the, the benefits that we've gained from the Council's addition of the
two LTAs are undisputed. They definitely have added revenue to the County and
we are of course appreciative. They are, they do represent what I consider the
low-hanging fruit. The amount of revenue gained from them are the, you know,
the more expedient ones. Perhaps the one, the, the cases or the issues that are,
that remain may be a little bit more challenging.
And third, and perhaps not the least of which, is that we're physically located,
Real Property Tax at, is at the Service Center. All of Real Property Tax is at the
Service Center, with the exception of the island of Molokai. They are in a space
configuration with the DMV that both divisions are constrained to their limits
So, even in the example of the two LTA positions that were appropriated for the
current fiscal year, the challenge has been to physically locate them in a position
where they can have utility. If you add more bodies or if I requested more bodies,
I would not only have to consider the cost to pay for the personnel, but I would
also have to find an accommodation for them. Where, where am I gonna put
them? And as we talked earlier about the Service Center lease, that brings that
into play about where can I get additional space. We, we have explored that
option. There is a space available next to the Service Center. We have previously
explored it with management. There was possibility for the County. However, in
taking a look at the entire cost configuration that would be required, I opted not to
make that request of the Mayor to include additional bodies into the budget.
However, if the Council is so generous as to continue this consideration, I would
also ask to bear in mind that additional bodies in this area or either in any other
area would require some thought as to where are we physically gonna locate
them.
COUNCILMEMBER NISHIKI: And, and, and, Kalbert, you know, we really thank you
for that in, in, in your austere. But I think that... (sighs)...my fellow Council
Members, these are tough times and, and, we, we, I think we've seen the fruits
that have beared [sic] because thanks to you, Mr. Chairman, and, and, and, and
Members, we've seen the results. And I really have no hesitancy in pursuing, you
know, more space for Kalbert and Mr. Teruya in pursuing this area where we
know money exists. And it's our taxpayer's money. ... (Laughs)... I mean, just
in one area, $20 million right there. You know, so I really have no problem in
spending this money to collect this kind of fruits that we've gotten. And I lay my
case. That's it.
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CHAIR PONTANILLA: Thank you -COUNCILMEMBER NISHIKI: Thank you.
CHAIR PONTANILLA: --Mr. Nishiki.
COUNCILMEMBER NISHIKI: And thank you, Kalbert and Mr. Teruya.
CHAIR PONTANILLA: And, and Mr. Young and Mr. Teruya, if you could provide this
Committee with some information regarding what you mentioned about space,
you know, looking at the number of personnel to go after this big amount of
monies that's still out there, and the Committee can evaluate the recommendation,
you know, as being proposed by Member Nishiki. And then we'll determine from
there. Thank you. Members, any more questions for the Department?
Member Kaho' ohalahala.
COUNCILMEMBER KAHO'OHALAHALA: Thank you, Chair. I just wanted to know,
I think you need to give us, Scott, you mentioned the exact personnel...I'm sorry.
Mr. Teruya, you talked about the specific personnel that you needed. And as I'm
looking at your current personnel and trying to understand how that's distributed,
I did not see what you're describing as that, that analyst, one who takes the person
to the, the adjudication or the process within your staff.
MR. TERUYA: Okay. The valuation analysts currently does not do it because it is a
primary responsibility of an appraiser. But the valuation analysts' roles of duties
can include taking a case to the Board of Review.
COUNCILMEMBER KAHO'OHALAHALA: Okay. And then where is the valuation
analyst on your...
MR. YOUNG: It's located at the bottom of Page 6-13.
COUNCILMEMBER KAHO'OHALAHALA: Okay. So, you have just that one then?
MR. YOUNG: Correct.
COUNCILMEMBER KAHO'OHALAHALA: Just the single person. And then, and
then is there an overlap in departments? Do you utilize other departments, like
the Corporation Counsel, to assist in any of this or in your processes?
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MR. YOUNG: Yes. Well, the...Ms. Villarosa also staffs, also staffs the Board of
Review. And the Board of Review does require the services of the Corporation
Counsel.
COUNCILMEMBER KAHO'OHALAHALA: Okay. And then that's the only real
participation from...
MR. YOUNG: No. The...we are also in the midst of a program for tax foreclosure
auction that will take place in May, and the Corporation Counsel, the majority of
the work at this point is required of the Corporation Counsel.
COUNCILMEMBER KAHO'OHALAHALA: Okay. So, if you're talking, Mr. Teruya,
about adding one more body that would be considered your property valuation
analyst, that you would be able to handle the more load then, I guess.
MR. TERUYA: Yeah. Every appraiser, valuation analyst or appraiser that you add
obviously can increase the attacking of the appeals, so to speak, or at least
addressing the appeals. How much people would be needed, I don't know. But
we're talking about currently at 3,500. And the Board averages about 100 cases
per day. They meet twice a month. So, it's just a matter of math as to when
we're going to get through three years of backlog of appeals.
COUNCILMEMBER KAHO'OHALAHALA: Okay. That makes it even more -MR. TERUYA: Yeah.
COUNCILMEMBER KAHO'OHALAHALA: --complex. Anyway, I wanna at least say
that I agree with Member Nishiki in that, you know, we really should be, you
know, and even Director Young, if we are looking at adding personnel but it's
going to really help the government in terms of how we are going to be able to
collect, you know, I, I, you know, that seems to at this time make much more
sense than being cautious that others would be, you know, critical of what we are
doing in government. 'Cause I think this definitely would, would tip the, you
know, that direction, towards being more efficient in government. And I think
that's what we're talking about. So, I would support that.
CHAIR PONTANILLA: Thank you. Members, any more questions for the Department?
Seeing none, thank you, Mr. Teruya, Mr. Young, for being here this afternoon. I,
I think we learned a lot regarding how much more revenues we can generate
through the Real Property Tax Division. So, I look forward for your information
as, as we proceed with our budget proceedings.
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Members, that's all we have for today. I, I thought we would never get done with
the Finance Department. But, we did. ... (Laughs)... Preparation for tomorrow,
we do have scheduled tomorrow morning in this Chambers the Civil Defense,
Department of Personnel Services and Department of Transportation. And,
Member Baisa, we've left messages with the Transportation, Director of
Transportation regarding your request, so hopefully he gets that information to us
tomorrow morning.
COUNCILMEMBER BALSA: Thank you, Chair. They already called and said that
they're bringing it.
CHAIR PONTANILLA: Okay.
COUNCILMEMBER BALSA: Thank you.
CHAIR PONTANILLA: I, I guess he was listening.
COUNCIL MEMBERS: ... (Laughter)...
ACTION: DEFER pending further discussion.
CHAIR PONTANILLA: So, Members, tomorrow we do have our meeting scheduled in
these Chambers and at 6:30 we do have a meeting in Kihei. So, Members, have a
good night rest. The Budget and Finance Committee meeting for March 22 nd is
now adjourned. . .(gavel). . .
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