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CHAIR PONT ANILLA: ... (gavel). .. The Budget and Finance Committee
meeting of March 20, 2008 is now in session. The time is 9:02. Good
morning, Members. At this time, the Chair would like to recognize the
Members that are here this morning. We do have Member Mateo,
Member Baisa, Member Medeiros, Member Molina, Member Victorino.
COUNCILMEMBER VICTORINO: Good morning, Chair.
CHAIR PONT ANILLA: Good morning. Excused at this time are Member
Anderson, Johnson, and Member Hokama. Supporting the Committee this
morning, I'd like to introduce our Council Staff. We do have Lance
Taguchi, Gayle Revels, as well as Michael Geers, our Legislative Analyst;
and our Committee Secretary Yvette Bouthillier. Representing the
Administration this morning, we do have the Budget Director, Mr. Fred
Pablo; Mr. Kalbert Young, the Finance Director; and also sitting up front
is Scott Teruya from the Finance Department. And from Corporation
Counsel, we have the First Deputy Traci Fujita Villarosa. Do we have
anybody signed up for testimony this morning? According to the
Secretary, we don't have anyone signed up for public testimony at this
time. Is anyone in the gallery that would like to provide public testimony
at this time? Seeing none coming forward, if there's no objections, the
Chair would like to close public testimony.
COUNCIL MEMBERS: No objections.

ITEM NO. 1:

FY 2009 BUDGET (c.e. Nos. 08-55 and 08-56)

CHAIR PONT ANILLA: Thank you very much, Members. Again, Members,
good morning. Thank you for your attendance on Lanai District meeting.
The input we gather from the district meetings will help us in making our
decisions for the Fiscal Year 2009 Budget. This morning, I would like to
finish our discussion on the revenues, review the Countywide cost, and the
Department of Finance; and then this afternoon, we'll go into the
Department of Public Works. On Thursday, we received an overview of
the revenues from Kalbert Young, the Director of Finance. And Members,
for your reference, the revenue overview begins on page 2-22 of the
budget proposal. Mr. Young, if we could continue where we left off. And
I think we left off at the Real Property Tax.
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MR. YOUNG: Thank you. Good morning, Mr. Chair, Members. When we
concluded on Thursday, I had quickly gone through the presentation that
was labeled FY 2009 Budget Revenues for presentation at the Budget and
Finance Committee on March 20, 2008. And we had also just begun on
the, any questions that the Members had regarding the revenue
components of the presentation. The only question was related to real
property tax in the area of Conservation. Mr. Teruya is the Acting Real
Property Tax Administrator to my right, and both him and I are available
for any other questions the Members may have.
CHAIR PONT ANILLA:
Thank you.
Department? Mr. Mateo.

Members, any questions for the

COUNCILMEMBER MATEO:
Mr. Chairman, thank you very much.
Mr. Young, good morning. Mr. Young, would you have an idea of how
many parcels we're still waiting for in terms of the assignments ofTMKs?
MR. YOUNG: May I refer that question to Mr. Teruya?
COUNCILMEMBER MATEO: Thank you.
MR. TERUYA: Good morning. Mr. Mateo, there's a few subdivisions that's left
over, the big, all the big ones up in Maui Lani, Waiolani, Wailuku are all
entered already. The only ones are real small, mom-and-pop's two five-lot
subdivisions. So as a matter of how many more TMKs would be coming
on board very shortly, whether it's a reprint notice or a reassessment, is
very minimal.
COUNCILMEMBER MATEO: Okay. So your Department is aware of the
number of development projects that are, that go through the approvals in
anticipation of the assignments of these TMKs that becomes taxable?
MR. TERUYA: That's correct.
COUNCILMEMBER MATEO: Thank you.
MR. TERUYA:
The Planning Department initially sends us preliminary
subdivision approval and then, you know, pending final. It's unclear as to
when the preliminaries will become final but the only ones that will be on
our records for '09 would be those that were approved prior to
December 31 st.
COUNCILMEMBER MATEO: Okay. Thank you. Thank you, Mr. Chair.
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CHAlR PONTANILLA: Thank you, Member Mateo. Members, any more
questions for the Department at this time? Member Baisa.
COUNCILMEMBER BAlSA: Yes, Chair, thank you very much. Question for
Mr. Young or Mr. Teruya, whoever is the better person to answer. I'm
looking at the number of timeshares and I'm kind of interested because I
see there is a very tiny drop and our understanding in some of the matters
we've been considering is that there's been a huge increase in the amount
of times hares. Somebody explain?
CHAlR PONT ANILLA: Department.
MR. YOUNG: Ms. Baisa, I'll have to defer to Mr. Teruya for the technical
explanation in terms of what the familiarities of what happened in the past
year.
COUNCILMEMBER BAlSA: Thank you.
MR. TERUYA: Member Baisa, it looks like there's a decrease of two parcels -COUNCILMEMBER BAlSA: Yes.
MR. TERUYA: --in, in timeshares. And we must remember that timeshares are
condominium units as well, where you can self declare what the use would
be. So there's a very good chance that maybe a timeshare that was used in
'08 now may have declared another tax classification.
COUNCILMEMBER BAlSA: Thank you. But that still leaves me with a little
bit of concern because, you know, we're discussing this whole timeshare
issue and we've been told that there's been a large increase in the number
of timeshares. So I'm wondering why it's not reflected in the numbers.
MR. TERUYA: In the timeshare units, yeah, let's say for example like out in
Kaanapali, an entire hotel may be one count because they're not
condominiumized. So the, that's very misleading in some sense because if
it's condominiumized we'll count each unit but if it's not
condominiumized the entire hotel may be one unit, one parcel.
MR. YOUNG: And also, Ms. Baisa, you must remember that this parcel count is
the total for the whole year. So if there have been movement in and out
this negative two, or the two, it's not two specific parcels it's the net effect
of the entire classification. And what Mr. Teruya referenced earlier is for
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condominiumized properties the taxation is based on use, that's the Maui
County Code, Tax Code specifies that for condominiumized properties the
tax rate is based on use. There have been a lot of properties that were
previously, well, they are condominiumized, previously classed as
Timeshare. But over the years since that timeshare rate has been created
have been migrating or migrating out of the timeshare classification and
that would be either into Apartment or Hotel.
COUNCILMEMBER BAlSA: Thank you. I would be migrating too because the
difference of $14 and something else much lower warrants migrating.
Thank you.
CHAIR PONT ANILLA: Thank you, Member Baisa. At this time the Chair
would like to recognize the attendance of Chairman Hokama.
VICE-CHAIR HOKAMA: Good morning.
CHAIR PONT ANILLA: Members, any more questions? Mr. Victorino -COUNCILMEMBER VICTORINO: Yes. Thank you.
CHAIR PONTANILLA: --followed by Mr. Molina.
COUNCILMEMBER VICTORINO: Yes. Following those same line of
questioning what determines, and again we've discussed this in the past,
but just for, for my clarification. What would determine a change from
timeshare to a condominium? How would I go about changing that? Just
by declaring it?
MR. TERUYA: Yes. The County Code allows condominiumized property to
declare their use. There's five classifications, one is Homeowner, one is
Apartment, Commercial, Hotel and Timeshare. Those are the five
classifications. Now for instance if in one year they're using the unit as a
Timeshare and they can easily change the following year if they choose to
CondolHotel it and be into the Hotel classification where they're not
operating as a Timeshare.
COUNCILMEMBER VICTORINO: How do we verify that? You know, I mean
it sounds like I gotta take your word for it which ...
MR. TERUYA: Yeah. Currently what we're, the Division does is we get a list of
the timeshares from the DCCA.
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COUNCILMEMBER VICTORINO: Okay.
MR. TERUYA: Commerce Affairs, yeah.
information from.

That's where we're getting our

COUNCILMEMBER VICTORINO: So if they go to DCCA and say okay we're
changing to condominiums from timeshare, they make that change, that's
all they have to do?
MR. TERUYA: Well they have to declare the use with the Division, it means
they have to do a condo survey which says what their use will be for the
entire duration of the assessment year, if that's what they're declaring.
COUNCILMEMBER VICTORINO: And the question along Conservation, going
to Conservation 'cause we started out with Conservation. Those lands of
which were determined as Conservation, how does that determination
work out? Because you have Ag, you have Conservation and sometimes
the two intermix. How does that, how does that determination come
forward?
MR. TERUYA: Our Conservation comes from the Planning Department based
on zomng.
COUNCILMEMBER VICTORINO: Okay. Okay. So, if you have something
that's Agriculture and you change it to Conservation or vice versa, when
does that take place? When they declare it in the next following fiscal
year?
MR. TERUYA: Yes. Anything done prior to December 31 8t will be assessed for
the following assessment year. The reason why there's some, a lot of
Conservation that you may not think as true Conservation is along the
oceanfront parcels have mixed zoning. Similar to the like the ridge near,
in the North Shore where there's ag parcels but maybe the first 20 feet of
that shoreline is Conservation. So there's a lot of Conservation along the
whole strip of Maui.
So that would be like the coastal
COUNCILMEMBER VICTORINO:
management areas and stuff of that nature?
MR. TERUYA: That's correct.
COUNCILMEMBER VICTORINO: Okay. Thank you, Chair.
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CHAIR PONTANILLA: Thank you, Member Victorino. Member Molina.
COUNCILMEMBER MOLINA:
Thank you, Chairman.
Good morning,
Mr. Young, and, Mr. Teruya. Just a quick question on, under Unimproved
Residential, the, there's a differentiation, I guess, account change, this has
gone down to 74. Can you share with us why that has occurred?
MR. TERUYA: Sure. What we have done in this past fiscal year was we're
looking at the entire property tax classification system and those large
parcels that are truly Unimproved, meaning there is no structures on it,
over an acre is considered Unimproved Residential. In the past what, what
has happened, if, if you had maybe 20 acres and had one house they, we
did a split PITT where you had a portion that was Improved Residential
and the remaining vacant acreage was Unimproved. What we have done
is we have changed that, as soon as you have a home or improved with a
structure, we're putting the entire piece in Improved Residential.
COUNCILMEMBER MOLINA: I see.
MR. TERUYA: So Unimproved Residential would be truly vacant Residential
land that's over an acre in size.
COUNCILMEMBER MOLINA: Okay. Thank you. Thank you, Chair.
CHAIR PONT ANILLA: Thank you. Members, any more questions? Member
Hokama.
VICE-CHAIR HOKAMA: Good morning, Chairman. Gentlemen, I'm sure you
are watching what's happened economically like the rest of the Members
are and our concern for it. You know, in my estimation this is going to be
a hard budget year for us but unless things change dramatically, next
year's going to be worse. Okay. You folks know the, the dollar values of
certain properties, you know how we have placed certain parcels, lots in
specific PITT areas. And we have made the investment years ago to have
the flexibility of adjusting to certain situations, primarily financial. So
hearing your comments today to your responses to various Members,
Mr. Young, Mr. Teruya, Mr. Pablo, you three gentlemen represent the
Administration when it comes to our finances.
My concern is that maybe we are being restricted with the PITT codes that
we currently have. And we may need to be open to expanding the PITT
codes. For me, like others I have a very narrow view of timeshare uses
and timeshare categories. I am concerned about us not placing correct
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properties in correct categories. And of course the catch all for us in the,
the area of visitors is the HotellResort category. So let me just ask first, if
a hotel for the last X years chooses to be now a luxury condominium hotel
or whatever is the new marketing term. Is it still in the Hotel category or
have you placed it under Apartment or is that now a Timeshare? Could
you give us some comments please?
MR. YOUNG: Well, I'll start, and then Mr. Teruya can probably provide more
on the technical side, but that CondolHotel arrangement is the new, or the
newer modification in the, in these visitor property plants. And on that
question it would largely depend on the ownership structure. So a
condominiumized CondolHotellike you see a lot, well I'm more familiar
with in Honolulu a number of established hotels that have converted over
to CondolHotel that have been condominiumized where they have
multiple owners but one owner may own one specific unit. And whether
or not that owner decides to return it back into the hotel pool or actually
use it for their personal use that, on Maui, that would largely depend on
the use. Because it's been condominiumized the code allows, well, the
code requires that the taxation is based on the actual use. So the condo
survey that Mr. Teruya mentioned earlier would apply. However if the
structure was a CondolHotel with one owner that one I would have to
defer to Mr. Teruya in terms of how we would handle that. My, my
suspicion is that largely it would be based, it would be Hotel, it would be
considered Hotel arrangement.
VICE-CHAIR HOKAMA: Thank you, Mr. Young. Mr., Mr. Teruya, you have
any comments to share?
MR. TERUYA: Yeah. There's various situations, like I'll give you an example,
like in the, the Four Seasons was recently bought by Michael Dell. If he
was to condominiumize it, it would shift entirely from Hotel to whatever
each unit would be using it for. All right. If he condominiumized the
hotel now it would be based on use. So for instance if half of the units are
in the CondolHotel situation, they may be classified as Hotel. But if the
other half were to be long-term rentals then they would change to
Apartment. Even in this example, if you did not condominiumize it and
he was to live in the hotel he could actually get a homeowner for the hotel.
VICE-CHAIR HOKAMA: Thank you for being very candid with the Committee.
Of course for us that would I guess be a legal circumvention of our intent
on our property taxation program. So if I hear this right then and, and
understand me, gentlemen, because for me some of our categories in my
opinion are quite broad, if a factors, well, let's take my concern which is
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the HotellResort. Okay. If this Committee's understanding is correct,
values in hotels in Maui County in general have gone up. Is that a good,
good understanding on this Committee's part, Mr. Teruya?
MR. TERUYA: Just to clarify. When we talk about Hotel we're talking about
zoning and we're also talking about condominium units. The actual
hotels, the Kea Lani's, the Four Season's, the Grand Wailea's -VICE-CHAIR HOKAMA: Right.
MR. TERUYA: --are, are true hotels, what I'm going to say is true hotels. The
valuation have probably increased. In the condominium sector of hotels
they have decreased.
VICE-CHAIR HOKAMA: Okay. So, so knowing that, now that you've helped
verify my suspicions or my, my, my suspicions, then this category may
not be generating what we want from the true sense of how we, how it was
originally established when this PITT code was originally established and
what was the intent of the councils then. So for me, Mr. Chairman, it may
make sense for us to again, to start splitting certain PITT codes and not
have, because, you know, the way I see it by next year this Committee is
going to be facing a more difficult financial problem because of the
decrease in value in, in the non-true hotel properties that going to offset
more those true hotels that have received what I would consider a
reasonable, marginal increase in value. So, you know, my, my forecast is
you're going to have less money again, and unless things change. Would
that be a good assumption of this Committee's part, Mr. Young?
MR. YOUNG: Yes. I have no disagreements with any of the points that you
mentioned, Mr. Chair. It, this year's budget I think Mr. Pablo can attest
was very difficult because of the very flat revenue picture we're looking at
that I presented you on Thursday. But our prediction is that it will be no
where near as difficult as it will be next year or the year after that actually.
And probably for the next four years going out. The prospects for the
overall economy is looking rather grim and for the perspective of
generating revenue for the County with the majority of our revenue
coming from real property tax, you know, whether there's two more PITT
codes in the, in the code or five more that, I'm not, I don't know if it
necessarily would translate to additional revenue. It might be more
apropos as the Chair is indicating that it might provide a little bit more
distinction because the, there are some property classes that are admittedly
very broad in general. The Hotel is only one of them, is only of the
classifications that are very broadly used.
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VICE-CHAIR HOKAMA: Would you say Apartment is a kind of, another
category that might need some redefinition of how we are approaching
taxation?
MR. YOUNG: Yeah. I think, I think Apartment could be one that also would be
looked at. Conservation could be another one, too. You know, I also
mentioned that there are some other jurisdictions in the State that there is
no homeowner classification in the City and County.
VICE-CHAIR HOKAMA: Right.
MR. YOUNG: They're all in Improved Residential.
VICE-CHAIR HOKAMA: Right.
MR. YOUNG: So that's another thing that the Department also looked at
previously was, not the expansion of PITT codes but the contraction of
some PITT codes, you know, with the homeowners, for example, in the
Improved Residential classification if we looked at a model much like the
City does where they don't have a homeowner's rate. They have an
Improved Residential rate and everybody that's residential is in there and
if you are a homeowner you benefit via the homeowner's exemption.
That's the distinction. And then to remember that the City doesn't have as
generous a homeowner's exemption as Maui does.
So on Maui
homeowners actually are doubly blessed because of a preferable tax rate
and a generous exemption amount. So we did look at that, you know,
ultimately it comes to a philosophical decision about how you want to
handle the different classifications and how much distinction you want
between the different types of properties.
VICE-CHAIR HOKAMA: I think, Mr. Teruya, you have something you want to
share with us?
MR. TERUYA: Just a quick comment. I think what Honolulu did recently was
they just have a class called Residential and that is Improved Residential,
Unimproved Residential and Apartment mixed together. In Kauai County
they've changed Residential to be just Improved and Unimproved, they
got rid of Unimproved, they just have a Residential class.
VICE-CHAIR HOKAMA: And thank you for sharing those information with us,
gentlemen. Obviously each County approaches taxation slightly different.
Maui County has always consciously made a decision regarding
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homeowner as Residential. It's been historic; it's been traditional. We
have always approached it from a specific point of view for this category
of taxpayers. But hearing what you said though, you know, I can see the,
we are all aware of their own unique financial challenges shall I say and
their ability to adjust according to the, the ups and downs of valuation of
property just as much as it's been challenging for us. But hearing your
comments about contraction of certain ones may be also something for
this Committee to consider. Then I would say, and again, gentlemen, you
know, my goal with this budget is to help set it up so that next year, the
following year, and in your projections, that following two years after that
that this County be placed in a responsible position that we can consider
the needs of, of our County in a specific light that is not too heavy on our
tax burden of taxpayers but, but the ability to respond to the requirements
of the County.
And you folks all know and again I find it interesting that Maui News
thinks I like to build up credit and not borrow, that is not true. I've, I've
been supportive of, like my colleagues many projects that require
borrowing but nonetheless we need to be smart in our borrowing. And,
Mr. Young, you have worked very hard to bring us to the bond rating
status that we currently have and that was by a combination of smart cash
use as well as credit use. Obviously those at the Maui News may need to
be a little bit more educated in public financing to understand what we
have accomplished.
But, Chairman, I thank you. I think I would ask that at the appropriate
time we consider that we may want to view some contractions as well as
expansions of some of the categories. Because for me, Mr. Chairman, I do
not like to allow legal circumvention of the intent of our property tax
philosophy and direction. Because you are well aware and I've always
used the balloon illustration, we may have a legal circumvention that
decreases and puts pressure on that balloon but there will be a bulge
somewhere else on that balloon. And who will then pay to makeup for
that bulge that now is protruding somewhere else on the financial balloon
in my concern, Chairman. So I think it needs to be thought out and that
when the bulge does appear, we know where it's going to appear and we
know how we're going to address it regarding revenue and taxation
policies. Thank you.
CHAIR PONTANILLA: Thank you, Chairman Hokama. We'll have more
opportunities in regards to looking at the real property tax. At this time
the Chair would like to recognize the presence of Member Johnson.
Member Johnson, you have a question?
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COUNCILMEMBER JOHNSON: Yes. Good morning, Mr. Chair. And if this
has already been asked, please excuse me. But on the agricultural rate I
know that Chair Hokama was speaking about condominiumization and
one of the downsides is that we're getting what would ordinarily be one ag
lot, we're getting two homeowner exemptions, I'm not sure if we're
getting three. But do we have any, I guess any way that we can actually
have a measure of that particular aspect? Because I know a lot of the
people are condominiumizing ag lots to get that extra homeowner
exemption and then selling, you know, the farm worker dwelling. So
could you address that?
CHAIR PONT ANILLA: Department.
MR. YOUNG: Well I think the scenario that you're speaking of, Ms. Johnson,
what ultimately happens on the real property tax side is any of these
zoning classifications, when they are condominiumized and the owner
lives on that property, they by definition in the code are considered
homeowner, or can apply to be homeowner. So even though the property
was, is zoned Ag, it may have been previously taxed at Ag, once they
owner occupy, even if they continue to be zoned Ag, they are effectively
taxed at Homeowner. And so the condominiumization process is simply
just to allow for a parcel to be divided and separate ownerships multiple
times and if those ownerships happen to be Homeowner, they're going to
get that homeowner's classification. And I am at a loss to, to address it I
guess, or to know of a way to address it from the tax code side because it
is, I guess to put bluntly. The ability or the allowance of allowing an
agricultural lot to be subdivided and condominiumized with the intended
use not for agriculture or maybe for agriculture but for primary for
residential occupancy when that is allowed to occur and you apply the real
property tax code onto it, the nature of the operation and the practicality of
it is that they will get homeowners, homeowners exemption.
COUNCILMEMBER JOHNSON: I, I, you know, and I really appreciate that
'cause I know that has been a big concern of mine and financially we're
not really aware because of the trend that's been occurring of
condominiumizing on Ag land. And then, you know, you never know
until the people file for their homeowner exemptions and of course some
of them are doing legitimate agriculture and I don't mind if it's a farmer
that actually has ag business taking place. But, you know, I guess,
Mr. Chair, the problem for me is that every year we talk about the same
things and yet if there's an ordinance that we need to actually adopt that
would prohibit on, at least on Agricultural land that would outright
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prohibit on the same TMK that kind of thing. It, it might be something
that would be an offshoot and I know we do have an item I believe in one
of our Committees. But I don't know if we could even address that during
this budget cycle but I am concerned about it.
The, the other question that I have is in regard to, and it's along the same
lines that Chair Hokama is actually addressing, is the conversion of
properties to circumvent, you know, the actual payment of taxes in the
category that they're in. And I know that we do have some properties, I
think Hana Hotel is one of them that is no longer paying Hotel rate. They
have gone to condominium and that concerns me. I can understand why,
you know, obviously, you know, they want to pay lower taxes. But by
establishing a secondary tier or by establishing something that, you know,
would shift them into a different category. Is there any kind of legislative
fix that you could see us adopting that might assist in that particular
regard?
MR. YOUNG: Well both of those questions, Ms. Johnson, are actually very
much related. Because the situation in, in Ag that you mentioned is
actually the same situation that you bring up for the Hana Hotel. Because
that's a property that was previously taxed in the HotellResort tax rate but
by nature of their, my understanding is that they're condominiumization,
you know, they've changed, the tax classification has changed for them.
Mr. Teruya brings up a good point that the, perhaps the fix and... (end of
tape 1A - 9: 34 a. m.) . .. what the overall, the secondary and tertiary
ramifications would be, but just to throw it out there.
Perhaps the fix is that the one thing that is different in the Maui County
Code across tax classification is this application to condominiumize
property. Where if the property is condominiumized then it is taxed based
on use. There's no other classification designation based on use, it's all
pretty much, it's all based on zoning, with the exemption of the
homeowners rate, everything is based on zoning. Except if you're
condominiumized then it goes back to use. So I'm not, I wasn't with the
County when that particular section of the tax code was implemented to
have condominiumized property based on use. So I'm not sure what the,
what the circumstances were at that time. But, you know, again throwing
out the quick fix, if you took away that condominiumized property tax
based on use and everybody is taxed based on zoning, that would be, you
know, something that might get to what you're speaking of. But again, the
secondary and tertiary ramifications of that impact, you know, I really
haven't thought through what those issues may be.
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COUNCILMEMBER JOHNSON: Yeah. And, and I know why it was done
initially. Because in some of the resort areas what had ended up
happening was some people were actually in residence on a long term
basis and therefore they objected because they felt that their taxes should
not be based on what other people could or could not do, or what was
permitted under their CCRs. So condominiumization actually allowed
people to do short term rentals. That's why I believe for those individuals
they were crying about this uniform application of the zoning being really
a negative impact on their bottom line. Because I can give you one
example on our property, Mr. Chair, one individual filled out the
questionnaire that, you know, and he was very honest, he under our
condominium bylaws and governing documents, it's prohibited to rent for
anything under 30 days. But of course anything under six months under
County law is short-term rental.
So the gentleman filled out the
questionnaire, his tax went from $4,000 to $11,000 because he went into
the, you know, classification of, I'm not sure, I'm assuming a hotel type
use, the highest and best use.
MR. YOUNG: Yeah. I, Ms. Johnson, I, I, I fully appreciate that that would be
the ramification. I'm not, I'm not at all suggesting, suggesting that. But
the issues that you bring up are very complex ones and I don't think
there's an easy quick fix on it. I would point out that again, the City
doesn't have this based on use issue, right. They tax highest and best use.
There are allowances in their, in their revised ordinances of Honolulu that
do allow for say a home, if you've been to Waikiki everybody sees like
houses in Waikiki and you often wonder how is it that somebody lives in
Waikiki. Well those people are likely taxed as a hotel, even though they
only have a single-family residence there. But there are provisions in their
revised ordinances that allow for, you know, some designation to provide
them the tax break to, if they're going to live in Waikiki they're taxed as
residences. So there are provisions in there, but again, you know, I
recognize that the fix is not an easy one, yeah.
COUNCILMEMBER JOHNSON: Yeah. And, and I appreciate that. Mr. Chair,
the, the final question I have is that obviously every year we look at
revenue capture and I think that this year particularly when we look at
trying to balance the budget and then look at some of the huge financial
obligations that we have that becomes ever more important to us. So what
I know that you've done in the past is your Department has actually
looked at the mapping and there was some lag time and I think I asked a
little bit about this last week. So based on what we're looking at on our
sheet here for what the estimates or the guesstimates are. If you had the
capability to actually, you know, be current and not have that lag time,
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what would it take to actually accomplish that? And, and is this basically
a reflection of any lag time at all?
MR. YOUNG: Okay. That's a big question so I'll take it in, I'll take it in parts.
As I mentioned last week Thursday in the presentation the estimate for
real property taxes, these, that I gave out are not certified. Council will
get the certification on April 1i h or 18th . However even with the
certification what you must remember is, certification is only the valuation
of property through December 31, 2007. So, and that's a Maui County
Code designation. So even with that, even if I provided you the
certification on April 18th or April 17th there already is a lag by nature,
right. It's, it's already four months lag after the market. You take into
account the fact that we take a snapshot on December 31 st but properties
are in some valuation status at that point. They may not be all totally
valued on the day of December 31 st when the market is rapidly changing
by going up or going down. So that's one thing. So your immediate, is
there a lag? Yes.
But the bigger picture is that, again this was mentioned on Thursday so my
apologies for repeating, is that on December 31 st or in, the last, the last
quarter of 2007, if you can remember back to what the real estate market
was like. It was actually, I refer to it as cresting, it was coming off the
high, you saw some leveling, you had seen some leveling for about six
months prior to that, probably at the first quarter of 2007, looking back in
retrospect, you had already seen some leveling. So you, we already, we're
already seeing some cresting, that's going to be certification. You're
going to get certified values of properties at a relatively flat point of the
market or just on the slight downward side of the market and that's
reflected in the revenue projections for real property tax. Because the
rates are not proposed to be increased. So when you compare the revenue
that was generated last year, or 2008 versus the revenue that is projected to
be generation in '09 you see only a slight increase, about 2Yz percent and
that's without the rates being increased. That is effectively flat.

In fact it might actually be a decline because the overall parcel count has
changed, the number of properties that have moved from lesser value to
higher value has increased. You have these subdivisions, that effectively
means if, from economic perspectives there's likely a decline in the
general valuation of properties. But again, you remember, this will be,
this is projected on December 31 st. What has happened to the real estate
market since then, I think we all can agree that you've seen a further
decline, not cresting, not flat, you've seen a decline in overall valuation in
properties. So if, so the last part of your question, if it was more up to
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date, if on April 18th I gave you the certification and it was as of April
18th , my guess is that you would see less revenue. Because in this
particular market, or in this particular economic cycle you are seeing a
decline in the overall valuation.
My projection again, going back to Mr., to Chair Hokama's earlier initial
statement, the reason I am projecting or predicting that for the next three
to four years the County will be increasingly hard pressed to generate
revenue from real property tax is because this particular economic cycle is
unlike the real estate bubble that burst in the early 90's, or the late 80's,
early 90' s. This is a market that is driven largely by credit constraints in
the overall equity markets, the declining valuation of the dollar. Large
secular economic problems or issues that are not tied to the desire to own
or purchase or sell real estate, it's the availability of credit. And how long
that will project going forward, it, I don't want to say it's never occurred in
the global environment before, but it's something that it's difficult to
predict. But the similarities are much like to those that were experienced
actually in the first Gulf War there was a number of economic issues or
global issues that constrained the overall, the overall global economy but
also the US economy. If you look back to that, that cycle lasted about
nine years and the bottom, I don't want to get too economic on everybody
but when you look at these cycles, right, the trough at the bottom, the
point that you must be ultimately concerned about is the bottom third.
Because imagine a bell curve, everybody knows a bell curve, right. Twothirds of the bulk of the bell curve is actually in the middle, right. One
thirds are on either side, that's the point you're going up, the point you're
going down. Flip the bell curve upside down, that's the economic trough.
The predictions that, that we would want to look at is where is the twothirds, 'cause that's going to be the hard times, but the really bad times is
going to be that one-third at the bottom. And the part that we the
Administration and the Council must be concerned with is how long, what
is the duration, the duration is important of that bottom third, how many
years. And my, what I'm telling you is about four years and it's probably
very conservative and optimistic actually, four years. With declining
property values, if these values continue to go down, you cannot sustain
the operations of County government with a flat real property tax
structure. Flat meaning like this, in FY '09, Administration is projecting
that the rates stay the same from '08 and we've done a pretty good job in
my opinion in being cognizant and responsive to keeping the real property
tax rates flat. I would be very surprised if that would be possible next
year. And I'm sorry, Mr. Chair, I went, I went long on Ms. Johnson's
question but that's the overall picture.
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CHAIR PONT ANILLA: Thank you, Mr. Young. That was very informative. I
think you explained it well and, and, you know, something that you had
explained to us on Thursday. Member Johnson, any more questions?
COUNCILMEMBER JOHNSON: Yeah. And, and I do appreciate, I think that,
you know, the reality of it, particularly for those individuals that are
contemplating homeownership that are making a choice whether they're
going to rent or whether they're going to buy. I think the overall economy
is actually causing some other unintended consequences. So I really am
concerned and I thank Kalbert for really reiterating that. Because I think
once the people understand what the challenges are that we face perhaps
when they make budget requests this year they will be a little bit kinder
and a little bit more compassionate about what is going to happen to the
overall budget.
The, and, and there was just one final thing, and, and I understand what
you're saying, Kalbert, with regard to, yes, the valuations will in all
likelihood drop. But I think one of the trends that we've seen is on our
mapping, which used to be done I think in the assignment of TMK's on
Oahu. I think because now we're doing that and I had a chance to visit
with Mr. Teruya. I think that it's also the assignment of the TMK's and,
you know, making up for any potential losses in the overall assessed
value. But making up for that in the capture of assigning TMK's, making
sure we're completely up to date because there are some people that were
waiting a while. And I know particularly on ag lands there were people
that were just paying into this fund and then some other individual would
pay the tax for them. So that's kind of more where I'm looking at and I
know Mr. Teruya does have a mapping project too which I think will help.
MR. YOUNG: Yeah. I think this goes back to Mr. Mateo's early question. And
on that, you know, I would say that the Division has done a very good job
over the last three to four years to shorten up that time to get current,
current on the mapping side. Because, you know, as I already pointed out,
there is an inherent lag in terms of the valuation, whether the market's
going up or down. There isn't a, there is a lag relative to certification.
But I would say that the Division has done a good job of outsourcing the
mapping when needed to shorten up how much we actually have in our
control, how much the County of Maui has in its control in terms of
assigning these tax map numbers.
MR. TERUYA: Just to add to that, Ms. Johnson, looking at your initial question
from a non-intellectual standpoint. You know, the ownership, what we
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have like Kalbert said, what we have under our control. What's not in our
control is when we receive documents from the Bureau of Conveyances.
We are currently six to eight weeks behind in just receiving those
documents. So when you say December 31 S\ you know, February 31 S\
that's when we're getting the December 31 st documents for certification.
So in that sense the two months really hurts us as well because we can't
tax the right person. Then from there we have our, our normal lag. Right
now we're about working in December so we're still trying to get these
notices to the right people. If the, the Bureau could wrap up their efforts
we could probably shorten that time which is required at subdivision and
other documents as well. We can get the subdivision but if we don't know
who the owner is it's very difficult to bill. You can assess all you want
but if you can't bill anybody, you're not collecting money. So it kind of
works both ways.
The other thing is that mapping project that we've done. I haven't
reported to Director Young yet but we had a meeting with our consultant
and we have converted all of our paper maps to digital AutoCAD format.
And we have that in our hands. The only thing we're going to wait is
what direction we're going to move with taking on base maps whether real
property or, you know, MIS or GIS, Bill Medeiros' program takes it. But
that will probably effectively ramp up everything because the GIS
program we'll be able to give you updates as, you know, whatever
attributes you're looking for we'll be able to provide the link between our
database to put these GIS maps with owners' names. So it's just an
attribute table that we can really update and that would really help not
only us but the other divisions and Council as well.
COUNCILMEMBER JOHNSON: Yeah. And, and I appreciate that, Scott.
Because I think having that layered capability where you can actually use
that information, you know, for other purposes. I think that revenue
captures really very important and, and particularly, Mr. Chair, when
we're looking at the problems that we're facing. So thank you.
CHAIR PONT ANILLA: Thank you, Member Johnson. I think it has been a
problem for the last five years since I've been here. Mr. Young, are you
able to consider any new classification before real property tax
certification? Simple yes or no.
MR. YOUNG: I, I, I think that's an operational and a legal question. My
understanding is that certification is as of December 31 st so I, I think
operationally it would be difficult. Mr. Teruya might be able to speak, and
on the legal side I would defer to Corp. Counsel. But I, I would suspect
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that if you, if you were to pass an ordinance now and the certification
again is as of December 31, 2007.
MR. TERUYA: Yeah. Just, just to add on that. It would really depend on what
you're trying to move into different categories. Because like for example
Mr. Hokama's initial remarks about putting hotels and hotels versus
condominium hotel into the other, there may need to be some definition as
to what you're going to consider Hotel. You know, where do you end,
you know, I'm looking at the true hotels you can tell but when you start
getting smaller into Seaside, Maui Coast, you know, where, what's going
to be the definitions.
CHAIR PONT ANILLA: Thank you. Members, any more questions? Member
Baisa.
COUNCILMEMBER BAISA: Yes, Chair. You know, I'm very concerned about
this real property tax thing. And I remember last year when we passed the
budget I had a lot of concerns about the real property tax situation at that
time. And we mentioned that we would work on it this past year. And I
understand everybody's extremely busy and we never really have dealt,
you know, delved into this and really looked at it. But, you know, I agree
with Chair Hokama, I think we have to change the PITT codes. You
know, during our discussion about the TYR's and the B&B's there's been a
lot of talk about how we do tax those. Do we establish a certain
classification for them? Are they truly homeowners or are they minihotels or who are they and, you know, who should have a homeowners
exemption and who shouldn't? And we did in talking about the legislation
say, well, we'll address this during budget. And so now I'm concerned
because I think we have to address it otherwise it's going to stall our
trying to deal with that legislation also. So, you know, whether we can put
it into operation or not I think we have to come to some resolution as to
how we think people should be taxed.
CHAIR PONT ANILLA: Thank you, Member Baisa. Department, you care to
comment on her question?
MR. YOUNG: Again, I, I don't disagree with anything Ms. Baisa says. I think it,
in my, I'm not involved in the TYR or the B&B issue. But I recognize,
you know, if that, if that is the movement that it's going to be reflected in
the tax code there should be some, either some definition or they have
their own PITT code or whatever the case may be. However for
certification if, if you're going to try and get something in there for
certification '07, December 31, '07. I'm not sure if operationally it can be
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accomplished from the Real Property Tax Division. And I'm not speaking
on the legal, if it can be done legally. But again, I can, I'm totally
supportive if you want to do it that way for certification '08, you know,
December 31, 2008. If something can be done in time so that when the
Division runs certification they have the definitions in place.
MR. TERUYA: Yeah. That would be the only concern for myself because
certification, we still need to do modifications to the system to, to allow
that classification in. And I think for, by the time I run certification I'm
running it on the 1ih to get it to you on the 17th . That's, that's a very
small window to, to get it to you guys in certification for budget purposes.
CHAIR PONT ANILLA: Thank you.
COUNCILMEMBER BAlSA: Would somebody do me a favor and explain to
me, so that I understand. During the year when we talk about real
property taxes we are told we're going to look at this during budget.
Okay. We're in budget and we're looking at real property taxes and we
know we have issues and we know that we need to reclassify things and
possibly look at additional categories or changing categories or whatever.
When do we do that so that we can do it? You know, it's a chicken and
egg thing, we can't do it now 'cause we have to certify, well, we can't do
it later 'cause we're waiting for the budget. I'm confused, when can we
do this?
CHAIR PONT ANILLA: Just a comment. You know, it seems like any action
that we take in regards to any Committee it's been after budget. So as the
Chairman, you know, I would like to have the Members consider
transmitting a proposed bill to this Committee so that we can take it up
soon as budget is completed. As you heard Mr. Young, to add a new PITT
code or looking at PITT codes, you know, it would be very difficult
operationally to come out with a property tax for those, those kind
activities that you mentioned, Member Baisa.
COUNCILMEMBER BAlSA: Again, just, I'm getting the point here. But as we
try to approach the TVRIB&B bills immediately after budget and I have
them scheduled, I will schedule them again for June 3rd . This issue will
come up again about the taxation as we work on that legislation. So we
really need to I guess almost simultaneously begin to look at this. And I
just bring it up because otherwise we'll be spinning our wheels like we did
for years and years and years on this whole issue. And we can't spin them
any longer, it's hurting the community and us. Because just think there
may be some gold in dem thar hills that we're missing out on.
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CHAIR PONT ANILLA: Thank you. Members, any more questions? Member
Medeiros followed by Member Molina.
COUNCILMEMBER MEDEIROS: Mahalo, Mr. Chairman. I just need some
clarification from the Department. Director Young, the PITT codes you
speak about, I'm not familiar with. Where is that?
MR. YOUNG: The, the PITT codes is a technical term that, I don't usually refer
to it. It, it's under land class, you see under that column that says land
class, Timeshare, Improved Residential, Apartment, Commercial. The
PITT code is the technical term for the numeric value or the, for the, for
the land class. So Mr. Teruya and his counterparts would, will frequently
reference various PITT codes but for the laypeople like us PITT codes are
synonymous with the land class.
COUNCILMEMBER MEDEIROS: Okay.
MR. YOUNG: Yeah.
COUNCILMEMBER MEDEIROS: And, and just, just to inquire more about
that. Why do they call it PITT codes?
MR. TERUYA: Actually PITT code originated with the City of Pittsburgh. It
started, land classification started with Pittsburgh and that's how they got
PITT code.
COUNCILMEMBER MEDEIROS: Short for Pittsburgh?
MR. TERUYA: Correct.
COUNCILMEMBER MEDEIROS:
Mahalo, Mr. Chairman.

Okay.

Mahalo for that information.

CHAIR PONT ANILLA: Member Molina.
COUNCILMEMBER MOLINA: Thank you, Mr. Chairman. Thank you for that
history lesson, I appreciate it. I mean it's something it's, you know, may
have been on people's minds, where the PITT code or the origin of it.
Mr. Director, I don't know whether to thank you or do something else,
jump off a bridge after those, your economic forecast, you know. You
know, I guess over the last several years we've been spending a lot. And I
guess in a nutshell if we continue, if we want to continue spending like we
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have in the past few years and based on the grim economic forecast we're
looking at in terms of the revenue shortage. Then very simply put we'd
have to consider raising real property tax rates in order to generate the
same amount of revenue that we've, we're currently comfortable with.
Can I get your thoughts on that?
CHAIR PONT ANILLA: Mr. Young.
COUNCILMEMBER MOLINA: I know it's something that, you know, most
people don't want to do at least on this body I would guess.
MR. YOUNG: Right. And the, the financial reality is, is that the County is no
different from any household or from any business. If the County wants to
continue providing services at the level that they currently provide it or if
we want to continue increasing services at the rate that we have
historically, over the last five years been increasing it. We will need the
revenue to do so. Now where that revenue comes from is all of our, you
know, the Council, the Administration's decision. Again going back to
my slide on Thursday, when you look at the amount of real property tax as
a percentage of the overall revenue collection. This year real property tax
is projected to be under 40 percent of the overall revenue picture. That is
one of the smallest real property tax contributions, I would probably say in
the last five years. Meaning that now you're, we have, we're in a situation
where real property tax if we're not increasing real property tax it will fall,
become a smaller portion of the overall revenue picture.
The other components of revenue, they're not growing faster than real
property tax. So if real property tax rates remain the same and valuations
decline or stay the same the cost of government continues to go up just as
the cost of running any household or any business goes up. If we want to
continue to add services at the rate that we were previously adding them,
we got to get additional revenue somewhere. At 40 percent or just less
than 40 percent, real property tax remains the largest component of overall
revenue for the County. So I don't see a way that if the assumption is to
continue to grow the County services or to continue to provide the services
that are currently provided in '08. I do not see a way that the County can
avoid not increasing real property tax rates in the next three to four years,
during the period that I mentioned.
That is, to me I do not see a optimistic view in terms of real property tax
rates that are going to continue to go down because they have gone down
over the last three to four years. The Council has lowered the tax rates for
a number of classifications over the last three to four years. I do not
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foresee that that is going to be a possibility beyond Fiscal Year '09. And
likely we will have to generate additional revenues from real property tax
because the other revenue components will not be, will not Increase
enough to sustain the increase in overall County expenditures.
COUNCILMEMBER MOLINA: Okay. Thank you, Mr. Director. Thank you,
Chairman.
CHAIR PONT ANILLA: Thank you, Member Molina. Members, at this time the
Chair would like to move on. If you do have any more questions in
regards to real property tax if you can forward it to the Committee Chair
and we'll have the Department respond to your questions. Before we
move on I would like to, with the Department of Finance, I would like to
provide a few comments about our review. The County of Maui's fiscal
year budget is best described as a program budget, not a line, not a line
item budget nor a performance based budget. The Mayor's Fiscal Year
2009 Proposed Budget Details provides this Committee with the type of
information that would be required if this Committee were preparing a line
item budget. And, Members, you do have a part of that four inches, one of
them is the Budget Details.
It provides us with information on every position and every category of

spending being proposed by the Mayor. The Mayor's Budget Proposal
Year 2009 provides this Committee with detailed information on
performance measures, information required if this Committee were
preparing performance based budget. Again, Members, the fact of the
matter is that Council passes the, the proposed bill which is that, I don't
know if you all saw it. It looks like this, so that's a document that we need
to pass this year, the 2009 Budget. Again as we review and revise the
Mayor's Proposed Budget it will be my responsibility to remind that the
County of Maui has a program budget and to make sure that each of us
focus on the proposed bill that is before us. While it is helpful for the
Committee to review and understand the information provided in
this... (end aftape IE -10:04 a.m.). . .is passed by the Council nor does it
represent the exact, what the Administration is authorized, or will do.
Again, for this reason, it is my recommendation and hope that the Budget
and Finance Committee directs its focus on the proposed budget bill rather
than the eight inches of paper that we have in our binders.
So with that, Members, let's move on. On the Finance, Department of
Finance, and on the proposed bill, you can locate the Department of
Finance on page 3 to page 4. On the program budget, it's page 8 to page
8-15; and on the budget details, it's on page 6-1 to 6-37. And again,
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Members, we'll begin discussion with the Countywide Cost which is on
page 4 on the proposed bill and Page 8-15 on the Program Budget and
page, pages 6 to -26 to 6-37 of the Budget Details. At this time, the Chair
would like to call on Mr. Young.
MR. YOUNG: Do you want to reproduce this before I go into it?
CHAIR PONTANILLA: Oh, okay; fine. We can do that. We can do that. But
before we go into opening comments and a review, the Chair would like to
call a short recess and we'll reconvene at about--Kalbert, five minutes?
MR. YOUNG: That's all I need.
CHAIR PONT ANILLA: Okay.
MR. YOUNG: My presentation is going to run like 45 minutes.
CHAIRPONTANILLA: Okay. Ten-minute recess and we'll reconvene at 10:15.
Meeting is in recess. . .. (gavel) . ..
RECESS:
RECONVENE:

10:05 a.m.
10:29 a.m.

CHAIR PONT ANILLA: ... (gavel). .. The Budget and Finance Committee
meeting is now reconvened. Thank you, Mr. Young, for that heads up on
your presentation of 45 minutes. That was a timely break that we took.
So at this time the Chair would like to recognize our Finance Director,
Mr. Young.
MR. YOUNG: Okay. Thank you again, Mr. Chair. The presentation that I'll be
speaking to now is on the Countywide Budget. The Countywide Budget is
included in the Department of Finance for the budget presentation
purposes. But this presentation will only be speaking on to that portion
which is identified at Countywide. And in the program budget this is on
again Section 8-15 as the Chair mentioned. And in the budget ordinance
it's on page 7, I believe, mentioned earlier, Mr. Chair.
We'll jump right into it, I'll be speaking from the presentation labeled FY
2009 Budget Countywide Expenses, Budget and Finance Committee
March 24, 2008. Jumping right into slide 2 is the presentation of the
Countywide expenses included in the budget. I've shown it here for Fiscal
Year '07, what was budgeted in Fiscal Year '08, the current year and what
is proposed to be budgeted in Fiscal Year '09. The thing to note here is
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largely the magnitude, I'll be going into each of the individual components
that comprise the Countywide Expenses. But as you can see from FY '07
to FY '08 Countywide Expenses were budgeted to increase from
86 million to about 120 million. But now from Fiscal Year '08 to what is
proposed in Fiscal Year '09 expenses are in Countywide are only
projected to increase from 120, 120 million to 123.6 million. It's roughly
about a 3 percent increase. And we'll get into the individual components.
Countywide Expenses are items such as Fringe Benefits for all County
employees, the Bond Issuance and Debt Service, Supplemental Transfers
are in there. The Insurance Program, Open Space Fund, the Affordable
Housing Fund, General Costs attributable to the entire County. Number of
Overhead Reimbursements from various special and enterprise funds, the
Emergency Fund, the First Time Homebuyers Fund and newly added for
Fiscal Year '09, created in Fiscal Year '08 is the Post-Employment
Obligation Fund.
Starting at the top, Fringe Benefits on slide 3. Fringe Benefits are those
expenses as well all know that are those benefits, compensation provided
to employees other than their salaries. So the, the easy ones are retirement
pension, contributions to the Retirement Fund and their health benefits,
medical, dental, et cetera. What I'm showing here on this slide is, if you
go to the bottom what you immediately notice is that year over year
starting in '06 to '07, '08 and '09 the amount of Fringe Benefits has gone
up, each year the contribution goes up. There's a number of factors, the
size of the workforce grows, cost of the benefits may increase, you know,
new employees coming on, people retiring, all of those effect the overall
amount that we pay for Fringe Benefits.
What I'm going to point out though for '09 is that there is a very
significant change and that is that statutorily for the employee retirement
system, only for the employee retirement system there has been a statutory
in Hawaii Revised Statues the Legislator last year increased the amount of
employer contributions for all employee classes, Police, Fire and general
employees. Previously Police and Fire were employers contributed
15.75 percent of their pay to the ERS. Starting in July, starting July 1,
2008 that amount will increase to 19.7 percent. For general employees,
previously employers paid 13.75 percent to the ERS, for Fiscal Year '09
that will increase to 15 percent. The combination of all of those increases
is ultimately the reason why for Fiscal Year '09 Fringe Benefits will have
to be increased to approximately 20.7 million and that is from a
comparison in Fiscal Year '08 of 17 million. So it's going to up by almost
$4 million, that's the projection.
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In terms of Health Benefits which are paid for out of the EUTF, the
Employers Union Trust Fund. There's some good news here in that for
the medical insurance we actually are seeing a projected decline in the
amount of employer contribution. In '08, in Fiscal Year '08 the EUTF
benefits was estimated about 15.5 percent of salary, for Fiscal Year '09 we
are estimating it at 14.05 percent. And this is not because we have a
reduced workforce, we have a grown workforce but the reason ultimately
is that salaries increased, we have increased salary requirements. But
medical premiums surprisingly have slightly declined and there's a
number of factors, the cost of medical premiums is one but also that
there's, a now a revised tier structure for EUTF, previously if you
remember there was a single coverage, there was single plus one and now,
and then there's family. Now there's just single and there's family so
overall the amount of medical premiums has been reduced. Also for
Fringe Benefits I also include here Social Security which again is a
Federal requirement of7.65 percent of salary.
So if we go to slide 5 here is the summary, composition for everything in
Fringe Benefits and I will point out a typo. In Fiscal Year '08 the total it's
not 48.1, it's 44.98. That's, that's a typo so if you total it all up it comes
out to about 44.98. What you see here is that from '07 to '08 the amounts
for Fringe Benefits expense was roughly the same, about 45 million. It's
projected to go up in '09 by about 5 million to 50.34 million. And if you
look at where the increases are it's largely in the ERS component. With
some small other factors in the EUTF and in the Terminal Pay and Salary
Adjustments issue.
In terms of Fringe Benefit reimbursement, this is the reimbursement to the
Fringe Benefits out of Countywide from Special Revenue or Enterprise
Funds. You can think of it this way, this is the amount that those Special
Funds or Enterprise Funds are actually paying for their employee's fringe
benefits. It's roughly 14.9 million that the Highway Fund, Golf Fund,
Sewer Fund, Wastewater Fund and the Department of Water Supply will
contribute to, I'm sorry. Highway Fund, Golf Fund, Wastewater Fund, the
Water Supply Fund and the Solid Waste Fund will contribute 14.9 million
in terms of fringe benefits to their employees. What is new for '09 is the
last line there labeled OPEB, the Other Post-Employment Benefits, this is
a reimbursement to the, to that fund which the Council approved last year
to establish the Post Employment Benefits Fund. This is their portion of
their contribution to that fund.
In terms of Debt Service and Bond Issuance on slide 7 what you see here
is of note is that this is the amount that we budget annually to pay for the
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Debt Service of those bonds that we've issued previously. As well as the
Debt Service for the anticipated issue of bonds in Fiscal Year '09. It also
includes any other outstanding debt that the County has out there, most
notably the SRF loans that are outstanding. And if you look on the left
hand side we currently as of February 18t have an estimated 255.2 million
in outstanding General Obligation Bonds. Mirrored with about 29 million
in State Revolving Loan Funds outstanding. For Fiscal Year '09
anticipated Debt Service is projected to go up from '08 of 36 million to
40.8 million.
For next, for the Supplemental Transfer what we see is this is the, the type
of transfers that where Enterprise and Special Funds run short where their
revenues do not cover their operational costs so they are supplemented via
the General Fund. The Golf Fund is requiring a supplement of about
672,000. In the first time in the last three years the Highway Fund is
requiring a supplement of 4.38 million and this largely due to
requirements in the Department of Transportation for public transit
requirements. And the Solid Waste Fund which seems to be perennially
there is requiring an increase from 14.2 million in '08 up to 16.6 million in
'09. But I will point out that $2 million or so of this is related to the
Abandoned Vehicle Program which was previously budgeted out of
General Fund in the general administration of the Department of
Environmental Management. The budget now proposes to charge that
cost to the Solid Waste Fund.
For the Insurance Program we're actually projecting a decrease in the
amount required for the Insurance Program from 13.5 million in '08 down
to 8.16 million in '09. A number of factors, for the Insurance Program
itself which are the program to cover premiums that the County has for
property, casualty and liability coverage that is actually projected to be
increased by 400,000. Over the last several years since the Katrina and
Rita events the markets for property insurance have continually gone up,
even though there hasn't been any real significant claims or any
significant current events over the last couple of years we're still seeing
increased cost to the County for property insurance and that's the reason
why it's necessary to ask for an increase in that area.
In terms of the Self-Insurance Program, I'll jump to slide 10 just. SelfInsurance is, the County is self-insured first of all for any claims or
damage to or on County property, repair or replacement of County assets
after a "insurable incident". We pay for legal and defense costs that the
Council approves out of Self-Insurance. We pay for settlements or legal
claims out of Self-Insurance and there's any other expenses that during the
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course of the year that are "insurable" as reasonably appropriate we pay
for them out of Self-Insurance.
Now if I jump back to slide 9 you see a decrease from '08 of 13.5 million
to '09 of 8.16 million. That decrease is largely due to a $4 million
requirement in '08 for KaupolKipahulu rock fall mitigation that in '08 was
funded out of Self-Insurance. That is not being funded out of SelfInsurance in '09 so that amount has actually been reduced, that was
$4 million. And also there is a net overall reduction in the amount of the
Self-Insurance Program, an evaluation of pending litigation and claims,
we're gonna be a little bit more aggressive in assuming or projecting that
we will not need as much funds in Self-Insurance to handle those types of
claims. So that amount is actually being reduced. Overall effect, SelfInsurance for '09 budgeted at 8.16 million.
Jumping forward to slide 11. The Open Space Fund which, by Maui
County Code and the Maui County Charter is 1 percent of real property
tax revenue collection, this is an easy calculation. Real property tax is
projected to be about 220 million. The amount for the Open Space Fund
is 2.2 million in '09. And as of today the estimated balance in the Open
Space Fund is about 4.25 million for '09, an additional 2.2 million would
bring that fund balance up to 6.45 million. There is approximately
1.75 million in projects projected or requested in the '09 Budget that are
targeted at the Open Space Fund. And these are projects on the island of
Molokai for Murphy's Beach and Kawaikapu Ranch Acquisition as well
as Nu'u Lands Acquisition and Keanae Taro Lo'l Acquisition.
Slide 12 is the Affordable Housing Fund which again by Charter adopted
in 2006 is a mandate of 2 percent of all real property tax revenue
collection into the Affordable Housing Fund. In Fiscal Year '08 it was
budgeted at about 4.3 million, for '09 again it's a simple math calculation
relative to real property tax, it's about 4.4 million. For the First-Time
Homebuyers Fund Administration is proposing $400,000 in '09. It has
been funded at that level since its inception back in 2006.
General Costs on slide 13 are those costs that are commonly shared and
used throughout the County campus complex. So items such as the
Telephone System, Centralized Postage, Centralized Copying Services
and Rental & Facilities. And in previous years there was a category called
Salary Adjustments, during the course of, in those years where collective
bargaining was being negotiated without knowing the anticipated amount
or the effect of those bargaining agreements that would come in to effect
during the course of the year. The amount was marked in this Salary
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Adjustment category in Countywide. However for '09 there is no
collective bargaining contracts that are coming up so there is no Salary
Adjustment amount budgeted. Salary increases should be reflected in the
individual departments for their employees. So there is a reduction there
of about 2.6 million. Also a reduction on the Telephone System by about
200,000. In Fiscal Year '08 the Council approved an upgrade to the
telephone system here in this County building complex, that project is
underway, does not need to be funded again in '09. So overall result in
'08 general cost in the Countywide Budget was 4.17 million, for '09 it's
reduced down to 1.4 million.
Overhead Reimbursements are the reimbursements from Special and
Enterprise Funds to the General Fund for those types of services that are
commonly used by, as part of the Administration. So the example would
be items such as utility at the County building, the cost of operating this
building, payroll services, legal services that can be attributed to the, the
Special and Enterprise Funds. This is the dollar value amount. Overall
Overhead Reimbursement to the Special Funds of Highway Fund, Sewer
Fund, Golf Fund, Water Supply Fund, Solid Waste Fund and Liquor
Control estimated to increase from 6.5 million in '08 to 7.1 million in '09.
Jumping to slide 15, the Emergency Fund. This is a fund that was
established in Fiscal Year 2005 by the Council to set aside funds for those
events of natural or financial disaster befalling the County. It has been
funded each year in varying amounts by the Council in the annual budget.
As of June 30, 2008 we are projecting the fund balance to be about
9.9 million.
And that includes a contribution in Fiscal Year '08
appropriation of 3 million and also for the Committee's note is that this is
anticipating a 1.7 million draw on the Emergency Fund that you, that the
Budget and Finance Committee has going through the process a budget
amendment to draw 1.7 million. With that the FY '09 appropriation
would bring the fund up to about 12.9 million, the FY '09 appropriation is
projected to be 3 million. For financial purposes in terms of how the
Department of Finance views the Emergency Fund and our
recommendation on the level of the Emergency Fund, what the credit
markets and agencies are expecting to see out of this Emergency Fund is
to fund, is to have a fund balance somewhere in the 5 to 10 percent of the
annual operating budget. We're not there yet, we recognize that the fund
is only established about four years ago so it'll take us time to get there.
What is good to note is that each year the Administration and the Council
has contributed monies to grow the Emergency Fund.
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Okay. We're on the last Fringe Benefit, I'm sorry the last Countywide
expense item and it's the doozy. The Post-Employment Obligations Fund.
So I will warn you in advance the next slides are general illustrations of
the OPEB, Other Post-Employment Benefits liability. So there are some
explanations that are warranted in there. To recall GASB which is the
Government Accounting Standards Board issued a mandate No. 45 that all
government jurisdictions account for and report liabilities of postemployment benefits other than pension. We commonly refer to this as
OPEB, O-P-E-B. For the County of Maui and the State of Hawaii this is
tantamount to the medical benefits that are paid in retirement, not the
pension. Similarly a previous GASB issue, No. 25 required the same for
pension benefits. During the construction of the Fiscal Year '08 Budget,
the County of Maui created a Post-Employment Obligations Fund to
proactively set aside monies or funds in anticipation of dealing with this
liability. The liability is large, very large for both pensions and OPEB
expenses. In Fiscal Year '08 Council appropriated 11.6 million for this
OPEB Fund. For Fiscal Year '09 the Administration is requesting an
additional 13.3 million for the contribution to the OPEB Fund. Estimates
for pre-funding the actuarial liability for FY '09 is actually in excess of
20.3 million. The Department of Finance has recently learned on, in
March of 2008 that the State is prepared via the EUTF to individually
account and credit employers for pre-funding or advance payment of the
liability and I'll get into that with more discussion.
Remembering my warning I'm going to jump over to the next two slides.
These are where the big numbers are. We'll start off with slide 17. This is
a recreation of a slide that was presented by the State's actuarial consultant
for the liability of EUTF, the OPEB liability. This does not include
retirement pension liability. As of July 1, 2007 which means the liability
for Fiscal Year '08, I repeat the liability for '08, not for '09, the liability of
a Statewide system for EUTF is somewhere between 6.7 billion and
10.3 billion. This graph shows you how that is broken up by employer.
The County of Maui is in the middle, our liability is somewhere between
232 million and 376 million. This means that, again this is the unfunded
liability which means that we are short of funding pension for current
employees that are likely to retire, previous employees that have not
retired yet but have earned their retirement benefits. Weare short by
about anywhere from 232 million to 376 million. There's two methods of
accounting for this liability 'cause we do have to, starting in Fiscal Year
'08 we do need to report on our financial statements what is the liability.
So that's the question, what is the liability? Is it 232 or is it 376? Well it
largely comes to are we going to pre-fund? Meaning are we going to pay
in advance to start addressing this liability?
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Ifwe are, there's an actuarial computation that we will be accruing interest
on our invest of pre-funding and that's why it's 8 percent. That's a
statutory, yeah, requirement or it's in the statutes that says you can assume
an 8 percent rate of return. And that's, that's why that amount is lower.
So if we actually pre-fund the liability that we will book is less. If we
don't pre-fund, meaning we're not going take care of our liability, we'll
continue the method that we've been doing all these decades which is we
just pay whatever the amount is every year to cover for premiums for our
retirees and our current employees. If we did that the liability is actually
quite larger, right, it's 376 million and it will never go down. It, in fact it
will just continue to grow larger because you're not paying into it, okay.
So that's the explanation. Okay. And again, this is only for the EUTF.
This actuarial valuation is for Fiscal Year '08 and it was only presented by
the State's consultant on March 13, 2008. So that's why it's somewhat
delayed.
Now if I go to slide 18, the question here is how much of that large
amount is Maui's portion for this year. And when I say this year it's
actually Fiscal Year '08. This graph as I've explained it to you is, shows
you if we were to pre-fund that liability is 20.3 million in Fiscal Year '08
now. Ifwe don't the liability we will be booking is 30.1 million. Now if
you remember when I was here in the last days of budget last year with the
State's report at that time I was asking you for about 19.6 million because
that was the amount that they said for Maui for '07. Well of course its
grown, one because we didn't pay it, we funded about 11.6 million to get
us there but that amount hasn't been paid because we didn't want to pay it
until Maui was certain we would get credit for our liability and only our
liability. We didn't want to pay into a system and have it be, be a shared
or watered down by dispersing it across the entire system. So now for '08
the amount that we are looking at is 20.3 million. We, Council funded
11.6 million in '08, the Department of Finance is anticipating with the
Council's cooperation trying to get the appropriation ordinance necessary
to advance pay before June 30, '08 with whatever portion that we have.
'Cause if we can get credit for it we want to get credit before the financial
statement close.
Okay. So this 20.3 million is not the amount required for '09, for Fiscal
Year '09, okay. That's the amount for '08. For '09 it's actually worse,
okay. And I'll show you why it is on the next slide. Just for your note,
since Maui County created this OPEB Fund the City and County of
Honolulu has also followed suit, they've also created a fund in their
budget last year. Maui and the City have both funded the specific funds
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with a portion of . . (end of tape 2A - 10:48 a.m.) . .. percent of the
requirements. The Counties of Kauai and Hawaii County did not create a
specific fund but they did set aside appropriations in their '08 Budget
specifically for their OPEB liability. So two different methods of how to
approach this liability issue neither of which is wrong or right either way,
they both work for the individual jurisdictions.
On the last slide which is slide 19, I'll show you why it's more in '09.
Last year when I was before you I told you that the, the actuarial ARC or
the annual required contribution for the liability was 19.6 million. Council
was able to appropriate 11.6 million to try and get up there. Now it is
20.3 million and this is for '08, so the question really is what is it going to
be in '09 'cause that's what we want to know how much to budget. For
actuarial, the actuary consultant is saying that the estimate should be
whatever your previous ARC is plus an additional 3.5 percent because
that's the aggregate assumptions of all their components is about
3.5 percent increase each year. So if I use that simple calculations, what
I'm showing here on the last line is that the actual ARC contribution is
actually about 21.1 million. Now I would point out, if! go back to the top
of the last slide the Administration is requesting Council funding into the
Post-Employment Obligation Fund of 13.3 million. It's still short of what
the liability requirements are but, you know, we recognize that it's a very
large elephant and the way to eat an elephant is one bite at a time. And
this is an amount that we can afford, you know, with some belt tightening
we're still putting in to afford that amount. And it's a start and that's what
it is, it's still a lot of, a lot of money to accommodate each, each year.
I'll close with a, with a, staying on this OPEB issue. Because it's not
totally as dire as this large dollar amount. Okay. In March of '08 the
State and the EUTF has arranged itself to accept the advance payments by
employers. For Fiscal Year '08 the payment for retirees in Maui County
to the EUTF on a pay as you go method is about 7.6 million. Okay. The
ARC, the amount of the annual required contribution actually is reduced
by the amount that we pay for the retirees. So that 21.1 million or the
20.3 million in '08 actually is reduced by the amount that we actually paid
for retirees. So it's not the whole 20 million. Okay. So if you do the
quick math, 20.3 million in '08 reduced by the retirees payment of
7.6 million comes out to about, an ARC balance of about 12.6 million.
That's the amount that we need to pay to, to bring our liability in '08 down
to zero for that year.
Council has funded 11.6 million and that 11.6 has accrued a certain rate of
interest so we're not short by that much, we are short by about a million
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and it's my desire that we will, the Department will be coming forward to
the Council before the conclusion of this Fiscal Year to, requesting to
appropriate the funds that are in the OPEB Fund to payoff our annual
liability for Fiscal Year '08 before the closing of that fiscal year. So we
will have additional time to discuss this one item when that occurs. And
with that, Mr. Chair, I conclude the presentation on Countywide Expenses.
Mr. Pablo to my left and Finance Deputy Ms. Hayashi to my right are
available to answer any questions that we, that you may have on
Countywide Expenses.
CHAIR PONTANILLA: Thank you Director Young. Hard times coming up.
Members, any questions regarding the Countywide expenses as presented
by our Finance Director? Member Mateo.
COUNCILMEMBER MATEO: Other than depression, no. Mr. Director, just to
follow up on the very early part of your presentation in terms of benefits.
In terms of benefits are we addressing all existing positions regardless of
whether or not it stands vacant? Are those vacant positions counted as
part of the benefit numbers we're looking at?
MR. YOUNG: For budgeting purposes, yes.
COUNCILMEMBER MATEO: So in fact then there is a whole slew of vacant
positions, so there in fact is monies available because these positions have
not and, you know, I hate to say will not but there's a long standing
practice of not filling vacancies. So in essence we do have that kind of
flexibility in addressing the benefits as recognized, you know, in your
presentation in terms of there is a savings.
MR. YOUNG: Yes. I would say, I would say yes. Because for budgeting
purposes we don't know which positions will be filled in the next year. If
we, for budgeting purposes we assume that they will be filled, you know,
all the vacancies will be filled and that's the basis of determining how
much to budget for ERS contributions, EUTF. Yes.
COUNCILMEMBER MATEO: So, so in your summation then, Mr. Director, in
terms of being able to recognize actual numbers on the proposed budget
then. Your, your recommendation to this body in terms of how we
address vacant positions?
MR. YOUNG: My recommendation would be that, I think it is prudent and ultra
conservative that you should budget anticipated funds, you should have
funds available that should they be, the positions all filled. Practically and
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realistically speaking if they're not filled there will be a savings there. But
I wouldn't be prepared to tell you how much of a savings. I'm trying to,
you know, if I look back on, for the year that just, for the year that
conclude in '07, the amount of expenditures for Fringe Benefits that might
give a better indication of how much is actually available if you wanted to
say, trim. And if you'll allow me a second here. Okay. At the conclusion
of June 30, '07 these are un-audited numbers, 45 million was budgeted for
Countywide Fringe Benefits and un-audited through June 30, '07 was
about 41 million expended.
So, you know, about 4 million was
anticipated or was likely the carryover amount. Yeah.
COUNCILMEMBER MATEO: Thank you, Mr. Director. Thank you, Mr. Chair.
CHAIR PONTANILLA: Thank you, Member Mateo. Member Baisa.
COUNCILMEMBER BAlSA: Yes, Chair, couple of questions. Number one,
Mr. Young, can you tell me more or less, I know we have the breakdown
of the various Fringe Benefit costs. I'm interested, is there a rounded
percentage of more or less for every dollar we pay in wages what it costs
us in benefits?
MR. YOUNG: It varies from year to year because there's other calculations, I
don't know if I can give it to you just for the specific Fringe Benefits that
are listed. But the, we, the Department the Finance annually produces an
employee fringe benefit rate -COUNCILMEMBER BAlSA: Yeah.
MR. YOUNG: --that we use for say grant purpose or, and the last one was issued
in February of2008 and it's basically 60.6 percent.
COUNCILMEMBER BAlSA: Sixty point six?
MR. YOUNG: Six zero point six percent which means that Fringe Benefits
which, you know, ERS, Social Security, Medicare, Unemployment
Insurance, Workers Compensation, you know, the vacation benefits,
vacations liability, sick leave, holiday benefits, admin leave, union,
et cetera, you know, all of those, the entire, the entire cost that goes into
having an employee on staff in addition to their salary is 60.6 percent.
COUNCILMEMBER BAlSA: Thank you very much. The reason I ask that
question is really for the public and the reason I have is, you know, people
complain about County wages being low, however nobody takes into
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consideration the nice fringe benefit package that comes with being a
County employee. And I think we should talk about this a lot more and it
might help us with our vacancy issue because, you know, although you
may not receive a big salary, you do receive a nice fringe benefit package
which the private sector has a very, or would have a very difficult time
matching. So I think that's a really important thing to, to talk about. The
other thing that I found very interesting was I was looking at the
Unemployment Compensation rates and last year, well in '07 of course it
was a little lower than this year and next year it's, it's projected to go
considerably much higher. Can you tell me why?
MR. YOUNG: The Unemployment Compensation is the insurance amount -COUNCILMEMBER BAlSA: Right.
MR. YOUNG: --that we have to pay. It's, it's projected to more than double
which is about, which is actually only about $80,000. You know, it's
currently, for '08 it was budgeted at 80,000 for next year '09 requesting it
to be increased about 170,000. I don't know if the increases are largely
due to any statutory increase in terms of the rate. This is the amount that
we've, we basically are projecting off of historical payments and what we
have to project. I'm sorry, I can't give you any, any more exact in terms
of why it's increasing by that much.
COUNCILMEMBER BAlSA: Yeah. Doubling is quite a serious increase so I
was interested. The other thing I wanted to just mention was, you know,
when we were talking about what to do about the vacant positions and I
think Member Mateo makes a very good point because we've seen over
the years that many of these vacant positions remain vacant. And they
may not be the same positions but we always have a large number of them
vacant. So I think we have a trend out of how many positions we have
and how many never get filled. And the reason I bring that up is I used to
do employment programs and we had a factor that we built into our budget
and that factor was something we called "phase in" and "phase out". And
so we would know that if we were going to train 30 people that we would
not always have 30 on, you know, actually being paid because there would
always be a lag time between recruitment, people coming and going and,
you know, getting back in. And we had a pretty good idea of what that
percentage was, maybe at this point we might be able to know that for the
County since we've been dealing with this for a very long time,
particularly in some departments.
CHAIR PONTANILLA: Thank you. Member Johnson.
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COUNCILMEMBER JOHNSON: Yes, Kalbert, and because we're in financial
uncertain times when we look at the actual revenues generated within the
trust fund itself for employees. Because we're looking at a defined benefit
we know what we have for our post obligation or post-employment
obligations, we know what we have to payout. Will the performance of
the EUTF and our investments actually make the figures that we're
looking at now, that you're projecting much higher if we continue to have
downward pressure on stocks and investments?
MR. YOUNG: Yes, Ms. Johnson. They, they will because both the ERS and
now the EUTF, those percentage assumptions or statutory assumption of
performance if those funds do not meet that performance level the, the size
of the fund diminishes right and actuarially it's recalculated each year. So
in other words the liability is 232 million for Maui County, right, the total
liability, estimated. And we're projecting that for '08 20.3 million, '09
20. I-some odd million, right, to meet the liability. However if in '08, if
they don't make 8 percent, when they redo the actuarial calculation it may
not be no longer 21 million, it may not longer be 232 million, it's going to
be more. Right. Because the performance hasn't kept pace with what the
assumption, the actual performance hasn't kept pace with the assumption.
So it could be more, that's why, you know, for me to sit here before you
folks and ask you and tell you yes is it going to be 21.1 million or is it
going to be 19.6, I don't really know because I, you know, there's a lot of
factors, performance in the market is only one. Yeah.
COUNCILMEMBER JOHNSON: Yeah. And, and this is what really concerns
me because there's such unusual pressures coming in the market that have
never been a play before and as you alluded to earlier, just even the ability
to allow people to get financing for things it's also going to create credit
problems or availability of cash for entities, you know, like us. And, you
know, I'm really concerned about that, Mr. Chair, because we're looking
at something that could be potentially much higher than the figures that
Mr. Young has provided us with. And that gives me a great concern
because, you know, stocks as a general rule during times of economic
hardship tend to buoy, you know, they tend to not respond in the same
way. But because the financial markets and a lot of factors that are
coming into play now, that was never anticipated.
So I think, you know, you look at we're where going and it's not a pretty
picture so like other Members have expressed, I'm really concerned about
this and I don't know. I'm not going to hold Mr. Young to looking in his
crystal ball and giving us the magic number because I just think his
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guesses as good as ours. But I think is some, this is an area particularly
where we need to keep an eye on it but also I think if other jurisdictions
are having the same problem and they all are that we are then I think it's
prudent for us to actually ask the bigger question which is, if you are
asking us to fund these liabilities now because this is the way that the
calculation is to be done. That determination which is being, you know,
handed down from on high, I think they need to revisit the subject because
otherwise we're all going to be in violation and we're all going to be in
serious trouble. So I, I don't know if we can send a letter.
MR. YOUNG: Well I, I would point out, this requirement on public entities is
new but it actually started in the private sector because private companies
have had to report their overall liabilities for pensions and other post,
pension benefits. The most noticeable started with the collapse of the
United Pension Fund for United Airlines. A number of large companies in
the mid-90's also liquefied their pension benefits for their employees. So
all of that in the private sector has moved, the requirement for the private
sector they must book and record their liability for pension benefits. It's
only now, recently that private sector entities are having to do the same
thing to conform to the overall accounting world. Because these benefits
and liabilities are large, they're large even in the private sector. And how
the private sector has to deal with it, actually the private sector is under
actually a larger burden because not only do they have to record it they
actually have to fund it, they don't have an option, if you record it they
must fund it.
The example I gave you for the County entity, you can fund it, or you
cannot. And if you don't fund it it's going to be one giant liability that's
going to be on your books and you, and we can assume whatever
ramifications that will entail such as, you know, our credit will likely be,
you know, yeah, marked right. We will not fair well in comparison to
other jurisdictions, there might be some, you know, if we, if the pension or
the EUTF was ever to go negative funding where we can't afford to pay
for retirees there's going to be issues there. So the government sector
actually has a lot more flexibility in terms of this liability than the private
sector. And the reason why I think it is financially prudent to either know
the liability and even more so to find a way to address it, yeah. So with
that.
COUNCILMEMBER JOHNSON: Yeah. And, and I really appreciate that 'cause
I think the average person who is looking at their pension plan never
assumes that it's going to be defunct. When at the time when they go to
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draw upon it that's the most critical time in their lives that they have that
money that they count on it.
MR. YOUNG: And it ...
COUNCILMEMBER JOHNSON: But just like everything else ...
MR. YOUNG: There is examples that it, it can happen 'cause it has happened in
the private sector and so this measure would just, you know, help to
safeguard against that for our employees.
COUNCILMEMBER JOHNSON: And, and I appreciate that, Mr. Young,
because I think that with the meltdown and most recently again, Aloha
Airlines being a local example of what is going to happen. I think that is
really what is driving a lot of this funding. But, Mr. Chair, I think that and
I don't know, Kalbert, if this has ever been addressed. But just like
anything else we have people who have deferred compensation plans that
underperformed what they anticipated they thought they would have.
Therefore, you know, I mean to me you're making a projection on a
specific point in time but no one ever plans for giant financial markets to
fail, no one ever plans for stocks to go down. So I think it bears at least
asking the question if in your private deferred compensation agreement, if
you have no idea exactly what you're going to get out of that pension fund
then how can you reasonably anticipate that your employer is going to
guarantee that you will get X return on your investment. It's just not
realistic, so that to me, Mr. Chair, is the flaw that I see in actually putting
the monkey both on private sector back and on government's back to say
you guarantee a specific rate of return. We can't even do it. I mean, it's
very difficult for me to accept the premise on which this is based. I
understand the reasoning but I have a problem with the logic. Thank you.
CHAIR PONTANILLA:
questions?

Thank you, Member Johnson.

Member Medeiros,

COUNCILMEMBER MEDEIROS: Mahalo, Mr. Chairman. Just a couple. First
of all, Director Young, I just needed an explanation, Terminal Pay?
COUNCILMEMBER PONT ANILLA: What page are you referring to?
COUNCILMEMBER MEDEIROS: I'm looking at the Budget Details on 6.26
and I think in the slide -MR. YOUNG: Slide 5.
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COUNCILMEMBER MEDEIROS: --it's on page 5.
MR. YOUNG: Yes. Your question is what is Terminal Pay?
COUNCILMEMBER MEDEIROS: Yes.
MR. YOUNG: Terminal Pay is when employees separate for whatever reason,
quit, retire, resign. The employees typically have a lot of saved up, say
vacation. Departments are not, often have the amount of salary funds
available in their A Account to cover large cash outs of unanticipated
terminal pay. So if you have an employee, you know, the County allows
for employees to carry no more than -COUNCILMEMBER MEDEIROS: Ninety.
MR. YOUNG: --90 days which is, what is that, like 720 hours. That's like the
equivalent of almost four months and if you imagine somebody retiring or
quitting and asking for all of that at one time, you know, departments
would have to fund that to release the employees. In addition they're
going to have to hire another employee to fill their, fill that persons
position, so that money doesn't just go away. This here, this Terminal Pay
is basically the Countywide allowance for, to assist departments that have
these employees with terminal separation requirements.
COUNCILMEMBER MEDEIROS: So is there a formula? How do you project
for that because in the 2009 Budget it's an increase of 18.3 percent?
MR. YOUNG: Yes. Each, Fiscal Year '07 and Fiscal Year '08 we budgeted
about 1.1 million and in '09 it's projected, request of 1.25 million. So an
increase of about -COUNCILMEMBER MEDEIROS: ... {inaudible} . ..
MR. YOUNG: --150,000, around there. This is just kind of a, again, an estimate,
best guess in terms of where the trend would be. We do see in certain
years increased draws on Terminal Pay. Most notably it's during the year
following an election.
You know, the Administration, when an
Administration leaves you have a whole bunch of people that are leaving
and they have huge draws on Terminal Pay. That's not the case in, in
here, what we look at is rate of retirees or retiree, or people that are
announcing or anticipating that they are going to announce retires and
that's where we kind of budget. For' 08 we did see kind of a ramp up in
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the amount of retirees in, most noticeably in the Police Department. There
was a number of retirees that were, that we didn't exactly anticipate and so
that ramp up was more than anticipated. So this 1.25 million is basically
to accommodate our guesstimate need for Terminal Pay.
COUNCILMEMBER MEDEIROS: Okay. And in the Budget Details it's listed
just as Terminal Pay in your, I guess the hardcopy of PowerPoint did you
have?
MR. YOUNG: Uh-huh.
COUNCILMEMBER MEDEIROS: It, it combines it with Salary Adjustments
and I think you did elude to Salary Adjustments, right?
MR. YOUNG: Yes. But the Salary Adjustments that I, that I'm showing in, it's
not in Fringe Benefits. It's, it's ...
COUNCILMEMBER MEDEIROS: It's on page 5.
MR. YOUNG: Yeah. It's in, well it's on slide 13 which is General Costs. Those
two, the Salary Adjustments that's in Fringe Benefits and the Salary
Adjustments that's in General Costs, they're not the same thing. But the,
there's really no such thing as Salary Adjustments in Fringe Benefits, it's
primarily the Terminal Pay.
COUNCILMEMBER MEDEIROS: Yeah. And, on page 9 of your presentation,
the second portion is about Self-Insurance Program.
Now I'm
understanding when you say self-insurance that the County is insuring
itself? Is it ...
MR. YOUNG: Correct.
COUNCILMEMBER MEDEIROS: Okay. So the County doesn't pay a premium
to itself?
MR. YOUNG: We, we self-insure for certain types of coverage.
COUNCILMEMBER MEDEIROS: Right. So is it supplemental to what isn't
covered in the Insurance Program?
MR. YOUNG: Yes. We, okay, we're all getting, I know two of the Members are
more astute on insurance so excuse my very lay explanation. The only,
the County self-insures but when we say self-insure all, we, we don't
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really have like a captured insurance program in the insurance vernacular.
We'll self-insured in the sense that we, we set aside a pot o'money and if
there are any events that occur it's kind of like we can go to this pot
o'money. But what, in terms of the insurance area we cover, we don't
have any automobile coverage for instance, we're self-insured for
automobile coverage. We don't have, we don't have any like property
coverage for smaller personal items, right, for like equipment and stuff,
we're self-insured. But for larger property items, this building, the
community centers, that one we actually cover via an insurance program,
so we do actually pay a, a carrier, you know, for that type of coverage.
COUNCILMEMBER MEDEIROS:
Okay.
Yeah.
Thank you for that
explanation, Director Young. And just finally and I'm sure if you covered
this in the first Budget meeting which I wasn't here because I was on
Oahu. On page 11 of your presentation, the proposed additional revenue
is in physical, Fiscal Year '09. Right? Which is below that big print of
the amounts, because I guess it's a typo. It says 090.
MR. YOUNG: Are you referring to the Open Space Fund, Mr. Medeiros?
COUNCILMEMBER MEDEIROS: Yes. And kind of halfway down the page, it
has the smaller print below the -MR. YOUNG: Oh.
COUNCILMEMBER MEDEIROS: --larger print. So that's-MR. YOUNG: I see.
COUNCILMEMBERMEDEIROS: --Fiscal Year '09?
MR. YOUNG: Fiscal Year '09.
COUNCILMEMBER MEDEIROS: Okay.
MR. YOUNG: Yes.
COUNCILMEMBER MEDEIROS: Okay. Mahalo, Mr. Chairman.
CHAIR PONT ANILLA: Thank you, Member Medeiros. Member Hokama.
VICE-CHAIR HOKAMA: Chairman, thank you. I'll let Mr. Victorino go --
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CHAIR PONTANILLA: Mr. Victorino.
VICE-CHAIR HOKAMA: --I'm working on my questions right now. Thank
you.
COUNCILMEMBER VICTORINO: Okay. Thank you. Thank you, Chair
Hokama. And going back to the Self-Insurance Program. What I'm very
curious to kind of understand, we've had a tremendous increase in '08 and
you explained why. And I'm curious to understand that in '09, based
upon what you see, you anticipate a, almost $6 million savings in that, that
portion. Right? Being that we take, what either self retention, deductibles
and that's what you were looking for and I understood where you were
going with that. Do you feel that's accommodating in that respect because
I look at the overall litigious world we live in and that's my main, why
most. .. (end of tape 2B - 11:20 a.m.). . .insurance is because, to prevent
being sued. And I understand that Corp. Counsel helps us by defending us
in many cases. So, you know, we sometimes have to step out of the box
but in most cases we have Corp. Counsel. But do you think this is a
realistic figure based upon where we've been, where we're going and the
County's, you know, sometimes inability to, to make decisions that then
cost us on that pretext?
CHAIR PONT ANILLA: Department.
MR. YOUNG: Yes. You know, Mr. Victorino, I'm not an insurance person and
it's difficult for me to predict or project, you know, what our, how much
claims are basically going to get settled out in the next fiscal year. For this
one we, we take a look at the previous years in terms of how much actual
draws on Self-Insurance, you know, we've had. So for instance in Fiscal
Year '07 through June 30, '07 again un-audited about 13 million was
budgeted for Self-Insurance. We actually used about 9 million, so there
was about 4 million that wasn't used. Now it wouldn't be prudent of me
to say, hey, every year 9 million that's good. For one, you know, I know a
number of legal cases that Corporation Counsel are working on that are
potentially very large if they get settled. And Corp. Counsel does a pretty
good job of reducing our exposures if they do have to go to settlement.
But it's hard to predict so in terms of going forward like whether or not
5.8 million, 5.76 million is enough to fund all claims in Self-Insurance.
Admittedly it's pretty optimistic.
We're, the Department is saying that it's risky because it may not be
funded at a level that provides a full amount of flexibility and assurance
that we have enough. It's going to rely on some optimistic anticipation
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that we can settle a lot of claims for less than what we anticipate or we
won't have as many claims as we've had in the past and they, they won't
come to fruition if we do get them in '09. I hope I, tried to skirt it and,
you know, I'm trying to say yeah, you know, hard for me to guess but I
think it's, I think it's at a level that we can work with. It leaves me a little
bit, you know, I and this is going to be something that might keep me
awake some parts of the night during the fiscal year worrying about if
we're going to go zero on Self-Insurance, yeah.
COUNCILMEMBER VICTORINO: Okay. Thank you, Mr. Young. And I, I
appreciate your, your, your candor in that answer and, you know, again to
put it in a real simple term it is a crap shoot -MR. YOUNG: Yeah.
COUNCILMEMBER VICTORINO: --nobody knows for sure. But history has
not been kind to us and as we move on in this County and there is more
legal means for which people want recourse -MR. YOUNG: Yes.
COUNCILMEMBER VICTORINO: --for whatever it may be. That's always
that problem out there and it's not going to get better and in the world I
live in it is actually getting worse but -MR. YOUNG: Yeah.
COUNCILMEMBER VICTORINO: --then that's generally something, yeah.
The last question I have, Mr. Chair, if I may. On this Emergency Fund,
changing to page 15, and I understand we've been putting this, and you
said between and 5 and 10 percent of the entire County budget? Is that
what you were alluding to?
MR. YOUNG: Operating budget.
COUNCILMEMBER VICTORINO: Operating budget, okay. I just wanted to
get that, that clarified. So which would it be five or ten? Because that's a
tremendous difference between the two figures if you go 5 percent we're
still way off but not that far off, you go 10 percent and we're years off
considering that there may be emergencies and in fact this year was the
first time we've tapped into it in a long time ifI'm correct in saying that.
MR. YOUNG: Ever.
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COUNCILMEMBER VICTORINO: Ever. Okay. Thank you.
MR. YOUNG: Yeah. Yeah.
COUNCILMEMBER VICTORINO: I thought that was, we had never touched it.
And, yeah but that was by prodding by some of the people out there to
have the Mayor, you know, move into that. Do you think, and I know we
can't put more, I'm not asking for more, but where would be the target
figure that realistically we would say okay world this is a good figure and
we're here and not have to keep putting in large sums?
MR. YOUNG: Yes. The reason why it's, you know, a range -COUNCILMEMBER VICTORINO: Yeah.
MR. YOUNG: --is because this is an expectation by, you know, financial
advisors, planners, credit analysts, that if you're going to have an
emergency fund and if it's legitimate, to be at a legitimate and appropriate
level the larger your size of your operating government, you know, you're
going to, when needed you're going to want to rely on enough funds to get
you through whatever your emergency is. And that's why it's at 5 to
10 percent. Now is five better than ten? Or is ten better than five? You
know, always more is better but for the evaluation of credit, right, what
they want to see is that it's at a level that is sufficient that if there is a need
to draw that you have the funds available. And the one that, you know,
the current budget amendment that you referenced to was only 1.7 million.
You know, rarely would you think that an emergency would only cost
1.7 million, so yes the Emergency Fund had enough to draw.
However it was something like a, say a Katrina event on Maui the
9.9 million that's available in the Emergency Fund would likely not be
sufficient to cover. What I feel is an appropriate amount in the Emergency
Fund is something in that 5 to 10 percent range, probably closer to ten.
But where and when we reach that amount I, you know, I don't really have
an opinion. The credit agencies thus far have been very positive on the
fact that Maui created this fund, very positive. In fact that's one of the
reasons why, you know, the County recently received an upgrade, one of
the reasons. But what they're also very positive on is the fact that every
year the Council puts money aside into this fund and if you do the math
we're not putting in five to 10 percent of the operating budget, so we're
not really, you know, at the current rate of where the County is growing
we're not going to hit that 5 percent because we're always putting in less
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than, you know, less than 5 percent. For instance this year the annual
operating budget of the County is about 450 million, right. We're putting
in 3 million, if you do the quick math that's less than 1 percent.
So, you know, we're not putting in 5 to 10 percent but we're growing it as
long as we don't have draws on it, you know, God willing we don't have
draws on it, you know, we'll, we'll get there. So when you have a
$1 billion budget like the County, like the City and County of Honolulu
or, you know, multiple billions is 5 percent enough if an event like a
Katrina event occurred on the island of Oahu? Would 5 percent of
$1 billion be enough? No. Because the sewer problem that they had
wasn't even, I mean was, was already more than $50 million for them to
deal with. So that's where, you know, likely it would have to be more.
For Maui, you know, if our budget was 750 million maybe we could get
by with like a 5-6 percent, something in there, yeah.
COUNCILMEMBER VICTORINO: Well thank you, Mr. Young, because I think
really the explanation you gave makes it clear to the public what this fund
is all about, why we're trying to achieve this fund and knowing that no
matter how hard we try unless we're really blessed with no major disasters
over the next 15 to 20 years this fund will never be enough if a major
disaster was to hit like a hurricane Eva or something like that or even Iniki
hit this island the way it hit. You know, hopefully we'll never have a
Katrina type disaster but none of us know the future that well. But thank
you and I do appreciate your, your, your explanation. Thank you,
Mr. Chair.
CHAIR PONT ANILLA: Thank you, Mr. Victorino. Mr. Hokama.
VICE-CHAIR HOKAMA: Chairman, thank you for my opportunity. I want to
first say that I appreciate the efforts of the Finance Department and its
Director for placing Maui in the, a better position than we would have
been if the Department did not take any considerations, certain
opportunities which was refinancing of debt at appropriate times. If we
did not do that we'd be paying hundreds of thousands of dollars more
every year on our Debt Service. And I can tell you that I know Mr. Young
and his team, you know, regularly review the opportunities for the County
to further reduce its obligations. So I just wanted to say that at the
beginning because while we may have some bleak news it is the reality of
where all counties are in this point in time, Mr. Chairman.
Regarding the OPEB I think, you know, enough was said, I think you're
doing the best that we can with, within the means of what we need to live
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by, Mr. Young. But my only question is when you state, shared with us
that information regarding the increases in the fringes and how that of
course impacts the retirement system, specifically the ERS contribution.
Was there any consideration or discussion about ability to pay during the
discussion prior to making the final outcome of increases in the
percentages? Was that, are you aware of whether or not there was talk
about can the employers really come up with this cash?
MR. YOUNG: Yes. This increase, the one that's referenced on slide 3 to the
ERS was passed at the 2007 Legislature. My recollection, I, I wasn't, I
didn't attend the Legislative hearing on this, on this measure but my
recollection is that there was some discussion about the ability to pay.
And it came largely, or the inability to pay let's say, the inability to pay for
the increase and that was coupled with not only the statutory increase but
the collective bargaining increase because now you're paying a higher
percentage on a bigger amount. I do recall that there was some discussion
about the inability to pay and that, my recollection is it came from either
the State and/or the City, the two largest employers.
VICE-CHAIR HOKAMA: Right.
MR. YOUNG: Yeah.
VICE-CHAIR HOKAMA: Okay. And again, I just was ...
MR. YOUNG: And I don't believe Maui, we didn't, we didn't, I don't think we
made any official statement of our inability to pay, yeah.
VICE-CHAIR HOKAMA: Well I, I look at it in the opposite manner, yeah,
Director. I do see our ability to pay provided we are allowed some
independence of those obligations to take care of our needs to meet our
current fiscal situations. You know, you are well aware of my displeasure
that even during our ability to pay if the State or the City and County of
Honolulu cannot pay it impacts Maui County which I have issues with.
And I hope the Legislature and the State Administration has either
requested or appropriate then their fair amounts to take care of their
obligations that we also share. My, my only question, final question in
this area left is do we have some improvement under the retirement system
structure of, of hopefully then separating our obligations from the central
pool of just total numbers?
MR. YOUNG: Yes. As of today I am not aware of the improvements to the point
where we can, where Maui can pay in advance. They are working on that
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my understanding is. It's not an issue of separating because they
currently, actuarially, they do separate so they do account for, or they can
tell Maui what is Maui's portion of the liability. But what is missing is the
structure that would allow us to pay some percentage either more or less
above what that portion is and have it individually credit to Maui. The
EUTF from our, my understanding is they have, they have done that
because the counties have pushed the, the neighbor island counties in
particular have pushed hard on the EUTF to set up that structure because
we, you know, we're all sitting on this fund that we want to payoff our
liability. So that has happened. On the ERS side they are aware of it, they
have been moving on it, they've been moving in that direction for, as long
as I've been Finance Director actually. So whether that will occur in the
next year I, I couldn't tell you.
VICE-CHAIR HOKAMA: Okay. And again, Director, I appreciate your
steadfastness in helping to move this issue along' cause I think it's to our
long-term benefit to be able to make some of our own adjustments
regarding our financial ability to pay our obligations. But my, my
question as we depart from this component under the Chairman's
directive. Is, is the amounts that are being requested reasonable and in
preparation for this County to face once our baby boomers start retiring?
Because we are going to face that in the near future so I just want to make
sure that what your, the Administration is requesting us makes sense
because taking into account all the, the factors that are involved with
retirement system and medical requirements. We are all aware of the
workforce general age of this County. And we need to be able to say to
our employees as well as the current retirees that the County has been
responsible in addressing the funding requirements of this two critical
benefit funds. Can you give us any comment please?
MR. YOUNG: Yes. That's actually a really good question, Chair Hokama. See I
don't want to always be in front of you guys bringing you bad news but ...
VICE-CHAIR HOKAMA: No but real -MR. YOUNG: Yeah.
VICE-CHAIR HOKAMA: --but the direct news is better than ...
MR. YOUNG: Okay. I'll keep it real. I'll keep it real. If you go back to the
slide on slide 17, yeah. The amount that I show there for unfunded and
pre-funded, this is only on the EUTF, not the ERS, yeah.
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VICE-CHAIR HOKAMA: Right.
MR. YOUNG: The amount for the EUTF, that's 6.7 million or 6.7 billion for prefunded. That only represents the portion of the EUTF that is unfunded.
The actual liability, the actual overall liability, there is a portion that is
funded and it's, but it's small because the EUTF has previously not
invested its money. For the ERS it's almost about the same size actually,
but the ERS has been investing some funds for some time.
VICE-CHAIR HOKAMA: Right.
MR. YOUNG: The question is, you know, is it prudent with everybody retiring
like in, you know, by, by 2011 I think you're going to see so much
retirement that it will lead toward Social Security insolvency in 2017.
Well actually the amount that is actually funded in the ERS by the
actuarial study is somewhere about 60-something percent, it's like
63 percent which means that the ERS has about 63 percent of the assets
required to fund its liability. How long, at that rate of solvency, yeah, if
you increase the amount of retirees or amount of people that are retiring
by 10 percent, yeah, because of the baby boomer effect and they're living
longer. If you don't pre-fund, if we don't put more money into ERS how
long will it stay solvent?
That's a big question and again I don't know, but it's a very good question
and that actually is the reason why my recommendation is you should be
pre-funding because we want to take care of our employees and our
retirees. We don't want them to be in a situation, you know, if! should be
fortunate enough to retire from County service, I don't want to be having a
defunct pension plan, right or have my medical benefits stripped for any,
because of insolvency. That's really where the root of the question is and
to fund these liabilities on a pre-funding basis is very prudent and very
thoughtful for our retirees and our workers. So, if your question is how
long will ERS be around if we don't pre-fund? I don't know but your
point about the baby boomers is a good one. Everybody should know that
ERS is currently only 60 percent solvent. So how long will that solvency
last is the big question.
VICE-CHAIR HOKAMA: Thank you, Director Young. Again I think the
Committee needs to hear this hard responses to make the hard decisions to
move us forward so I appreciate the candor and tone of your responses.
You know, my, my, you know, one of the things that jumped out of me in,
in going through this presentation this morning, Director, is of course, you
know, my growing uneasiness about how we're approaching our, and it's
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on page 7, our debt load. And of course we're going up and I know we've
borrowed for some major projects and I understand that. But my, my
concern is again back to the impact on the General Fund and I share that
with you, Director Young, and, Hayashi, and, Mr. Pablo, is because for
this Committee what is disturbing is not necessary just the, the number of
Debt Service but it is how we're going to approach the repayment. And
part of my concern is then, Mr. Chairman, when you look at page 8,
Supplemental Transfers, okay, whereas now subsidizing key program
areas that supposedly has special funds.
Okay. So when you look at the Director's comments for us to be
knowledgeable and aware when you look at, you know, Golf Fund is very
small but when you look at Highway Fund, Solid Waste Fund it has grown
tremendously. So obviously when you look at fee structure in this two
areas, or taxes, fuel tax there's many complexities involved. But
nonetheless it then comes back to the real property category of where the
funds of transfer is going to need to make these components whole. So
my question to you, Mr. Young, this morning and again it's not fair' cause
you're not the department head of those specific areas. But has the senior
management made aware that the impact on real property tax which your
Department administers is facing additional burdens that should be
addressed and corrections made in those specific department areas where
there's large increases in, in General Fund support? And it went from
6 million two years ago budget and then now we're looking at 21 million.
MR. YOUNG: Yes, Chair Hokama. The, you know, we have advised Mayor
Tavares and even the former Mayor that, you know, at the time the rate of
the subsidy to the various special funds, most notably the Solid Waste
Fund was high, it is high every year. But that the projection for the, the,
the projection for the subsidy in future years is likely to increase
exponentially if corresponding rate structures are not adjusted. And I
think, you know, over the last couple of years or, you know, even going
back as long as I've been Finance Director there have been, you know,
attempts to try and realign the rate structures to try and recover the, the
amount of subsidy. The rate of subsidy though has grown at such a rate
that, you know, it, at 16.6 million just in the Solid Waste Fund alone I
don't know if they have the rate capacity in Solid Waste to recover, to
recover that. And that's, that's the real, that's the difficult question that I
have in terms of advising financially to the Mayor. It's like, it's, it
practically trumps their actual operating budget. You know, you might as
well say they're better than 50 percent subsidized in their operating budget
from the General Fund and that comes out of real property tax, you want
to say.
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Now with the Highway Fund because that's also a large increase, in the
last two years there has not been a requirement to subsidize the Highway
Fund. And now in '09 it is projected that the Highway Fund will need to
be subsidized by about 4.4 million, that's again largely due to Department
of Transportation. You know that's, I know we've had that discussion
with the Mayor on whether or not, you know, it's the evaluation of
supporting public transportation versus, you know, recovery of other funds
either say via the fuel tax or, or fair increases or other revenue
components. So, you know, I can reassure you that that discussion has
occurred, it's a very difficult question to resolve for '09 as well as going
into the foreseeable future.
VICE-CHAIR HOKAMA: I, I appreciate your, your response to the Committee
this morning, Director Young. For me it's, I'm sure we'll make it through
this year. I'm more concerned about the following years.
MR. YOUNG: Yes.
VICE-CHAIR HOKAMA: 'Cause I don't like this type of trend and again, you
know, we may need to make other adjustments in other components in the
code to assist the Administration in their budgeting efforts. But I, I bring
this up, Chairman, because even when you look at page for an Overhead
Reimbursements. I'm bringing up, for the point for me I'm trying to
make, Chairman, is that it's deceiving how we use certain terms. 'Cause
for me, the burden continuously falls back on the General Fund. You
know, we say reimbursement, it's fringe benefits, Mr. Young. Oh well,
that's fine, you know. They're going to pay us back for the, for
Mr. Young through Finance to upfront from General Fund the
requirements for Social Security, medical, retirement and whatnot. And
then we see the amounts but it's, it's tinged in my opinion because again
when you look at the subsidies, especially for the two big ones, the
Highway Fund and the Solid Waste Fund are we truly being reimbursed is
my question.
You know, you know, and for me I would rather we say it and again part
of my efforts for 10 years people from the Administration, you know, if
you can appreciate. My thing has been to be honest with the taxpayers
and telling them where their money go and how their money is being
spent. Now of course, you know, I've taken criticism about how my
approach was to, to credit and borrowing. But I think our taxpayers need
to know what they are being asked to pay for and they need to be given a
true picture of what is actually the County's operation, its requirements, its
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capital improvement needs. And there's times in the past when I can tell
you in my opinion the Administration has tried to, not disillusion but tried
to create a different image than the true financial situation of the County
by not talking about credit and cash in the same big picture conversation.
You cannot escape for me the, the two components of what makes the full
financial picture, cash and borrowing. You know, my thing has always
been you can brag about how much cash we save but if you've maxed out
your credit and now you're paying 40.85 million in Debt Service, is there
really a $53 million carryover? Well an accountant can prove to me yes it
is but then I'm still paying $41 million worth of obligation in borrowing.
So what is the true then net carryover? Okay. I am giving a different
perspective, not to argue with you folks from the Administration but to let
the taxpayers know that we are in very difficult financial situation. And
the boom days, the greed of those unsecured real estate deals and all those
things, Mr. Chairman, is affecting us now.
What is the new business on cable TV? TV mortgage sales program.
Look at California, fire sale, you lucky you get one-third of the original
value of what was those properties. I've seen 2.1 million on the screen
being asked for low bids, 700,000. A $549,000 valley home in Southern
California, five bedrooms, four and a half baths listed at 140 instead of
549. Okay. So I'm, I'm just making people aware, Mr. Chairman, that
this Committee will work hard with Mr. Young and Mr. Pablo and Ms.
Hayashi. But part of the problem is again what we've done in real
property in the past. And I think we've made those prudent things and
that's why for me don't count on that continued same amount for
homeowner's exemptions because those situations have changed and those
exemptions can go down as well as it can go up. And I'm, I'm thinking
that we got to go down, Chairman, because we don't have that kind of
money that we would like to have. So I thank you for my opportunity and
I thank the Director for his very real responses. Thank you, Chairman.
CHAIR PONT ANILLA: Thank you, Chairman Hokama. Members? Member
Baisa.
COUNCILMEMBER BAlSA: Just a brief comment. I'd like to thank our
Finance Director and our Budget Director and everybody, and his
assistant, everybody whose been working really hard on this. I think what
we're hearing this morning only amplifies my fear about the economy and
what we need to do as Council Members to be sure that we stay financially
solid. It's a scary thing and it certainly doesn't look good. I agree with
Mr. Young, I think three to four years probably is the minimum. And all
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the horror that we hear going on, on mainland unfortunately it tends to
trickle down to Maui, it usually is a few years behind. And so I think as
Council Members in whatever decisions we make, not just budget
decisions we have to constantly keep an eye on the economic impact. So
thank you very much.
MR. YOUNG: Thank you.
CHAIR PONT ANILLA: Thank you, Member Baisa. Members, if you do have
any more questions in regards to Countywide Expenses, if you could
forward it to the Committee Chair we'll provide that questions to the
Department for a response. Members, looking at the time, you know,
rather than go directly into the Finance Department and the different
components if there is no objections the Chair, well, I know you guys not
going to object to this. At this time the Chair would like to recess for
lunch and we'll reconvene at about 1:20. Is that okay, Members, 1:20?
COUNCILMEMBER VICTORINO: 1:30, 1:30.
CHAIR PONT ANILLA: Thank you. Meeting is in recess. . .. (gavel) . ..
RECESS:
RECONVENE:

11:50 a.m.
1:25 p.m.

CHAIR PONT ANILLA: ... (gavel). .. The Budget and Finance Committee is
now reconvened. Members, when we left for our lunch break we... (end
aftape 3A - 1:25 p.m.). .. this is, again if you do have anymore questions
regarding Countywide Expense if you could forward your questions to the
Chair so that we can get some answers from the Department. At this time
we will now proceed with the overview of the Department highlighting the
significant changes to their budget, the Fiscal Year 2008 Budget. And,
Members, if you do have any questions on the overview we'll get with
them as soon as the Department have provided us with their overview and
we'll go program by program on this one here. Mr. Young.
MR. YOUNG: Okay. Thank you. Good afternoon, Mr. Chair, and, Members.
We'll get right into presentation of the Department of Finance budget
request for Fiscal Year '09. We provided you with two separate handouts,
the one is a pro forma statement of operating expense by expense type.
It's labeled Statement of Operating Expense by Expense Type,
Department of Finance, FY '09 Budget. It's a single sheet handout, kind
of looks like a financial statement. We also have a presentation, a slide
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presentation that goes into a little bit more detail but not to the detail level
of the Finance Department budget.
If you look at the pro forma statement it gives you a very high level for
those major components that explain the difference in the Department's
budget from Fiscal Year '08 to '09. Overall the Department is requesting
a budget that totals $9,399,539. This is an increase over the Fiscal Year
'08 request of, by $668,056, which is a 7.7 percent increase. I reassure
you that the Department of Finance, Ms. Hayashi and I have spent a lot of
time to try and belt tighten the Department of Finance to be a good
example to the other departments in terms of, to limit the overall growth in
the Department and we'll hope to convey that to you as we go through the
slides today.
We'll jump right into the, to the slide presentation. The first slide, labeled
No.2 shows the comparison by each division for '08 versus '09. You'll
see for example in the Administration Division which is the Director's
office, we actually have a net decrease of $46,400 versus '08 but that's
actually due to a transfer of some expenses to the Purchasing Division for
rental expense. The largest increase of note is actually in the Accounts
Division and I'll get more into that when we get to that slide. But the
actual majority, reason for the increase across all the divisions is largely
due to salary increases, the annual salary increases resulting from
collective bargaining and step increases.
Slide 3 depicts the same information on slide 2, just presented to you
differently. Presented to you graphically so you can kind of see a
comparison. I'm more of a pictures person so this appeals to me where
you see from one year to the next how much increase or decrease are you
seeing, or where is it actually level. So, you know, as you can see what
this shows you is that the budgets for each of the divisions in Finance '08
versus '09 relatively stable, effectively flat when you consider salary
Increases.
And on slide 4 another picture, just to show you the individual
components as we look across the entire Finance Department where the
budgets are being allocated. DMV of course is the largest and has been
for some time. The cost in DMV it's the largest division in the
Department of Finance has high service and labor costs and the biggest
flagship for the DMV of course is the Service Center. Real Property Tax
also is a very, those two Divisions, Real Property Tax and DMV comprise
over 65 percent of the Department's budget. They're two of the largest
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divisions and again they're very highly service oriented, customer contact
WIse.

We'll go into the individual divisions now starting with the Administration
Division which actually is comprised of three separate divisions, distinct
divisions. The Finance Director's Office, the Treasury Division and the
Risk Management Division. Now as you see here on this presentation
we've broken it out by Salary versus Operations and so in the
Administration's section we're seeing an increase in Salaries by about
26.9 thousand. But this is offset by a decrease in the overall Operations
budget by 73,440. And again that 73,000 is largely due to a transfer in
operation expense for rental expense from the Administration Division to
the Purchasing Division. Treasury is only showing an increase of about
$243 and they have no programmatic increases but what they've done is
they've actually reduced the size of the salaries because we've changed
from one treasurer in '07 versus '08 and now the treasurer in '09 is
projected to be the same treasurer that we had in '08. And similarly for
Risk Management there is some small changes for Salaries and for
Operations they've reduced a small portion of, of our Operations to show
a net reduction of about 1.3 ... $1,300.
In the Administration, I'll go to slide 6 this just further explains what I've
already just mentioned. But it tells you that in terms of the Risk
Management what we do want to point out was there is one big
programmatic budget issue there is that there is a $66,000 request for
enhancements and upgrades to the County's Automated External
Defibrillator AED program. This building is outfitted with AED's so I'm
sure we're all, we've all seen them by the elevators. But actually the
County's program is quite more pervasive, we have them at community
centers, swimming pools, other County facilities and this, this program has
been in existence for about two or three years. The technology has
improved in the industry and so this program is proposed to increase by
acquiring additional and new AED's for further distribution through out
the County.
In the Accounts Division, again this is the division that has the largest
increase in the Department of Finance. But what we've broken out here is
the distinction between Salaries and Operations and Equipment on slide 7.
And you see that the, the Salary increase again is largely due to increases
in step and annual salary increases. But the Operations budget is proposed
to increase by 334,000. And I mentioned this because this is a desire and
a major Departmental focus for the Department of Finance and is related
to a project to out source the payroll functioning in the County. If you
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folks, some of you may remember the County used to out source its payroll
processing until 2005 when we brought it all in-house due to an HR
payroll project.
Since 2005 there's been some challenges, some
improvements along those lines in terms of the project. We're making the
call that it's time to go back to an outsourcing arrangement for payroll and
the requirements to accomplish that is entailed in the Accounts Division
Operations. It includes $150,000 as an estimated one time consulting
startup cost and then outsourcing payroll processing is on a payroll issue
and annual and monthly charges as well. Those annual costs are likely,
are projected to be about 185,000. So the combination of which is the
major, is the majority in the Operations part of the budget.
The Purchasing Division does show an increase of $69,470 however as I
mentioned earlier the increase is in Operations for 46,125 and a large part
of that, actually greater than that part is due to the Purchasing Division
will be moving out of this building and into the Wells Street professional
building next door. If you recall in Fiscal Year '08 the Council
appropriated monies to the Department of Finance in lieu of second floor
lobby renovations to increase space requirements. What we've set on as
the strategy is to free up space on the sixth floor via the Purchasing
Division so that personnel from the second floor in the Accounts Division
can be moved up to the sixth floor, it's an easier and more strategic, makes
more sense to have that functioning that way. But in doing so that's the
reason for the increase in the Purchasing Division.
For the Division of Motor Vehicles and Licensing we're not adding any
personnel to the DMV, this was the second year following a, about a three
year trend of increasing personnel at the DMV for increased services at the
Service Center. There's no projected personnel increases but the increase
in salaries again is due to existing personnel salary increases. They are
showing a net reduction in Operations of about 34,600 and this is offset by
a need to increase on Equipment because of, if I move to the next slide,
another departmental focus which is to increase the service delivery in the
DMV satellite in Lahaina. There's some renovation needs to get that
accomplished as well as some need for monies for rent. The DMV
satellite in Lahaina is, if you're not aware, is located in that Lahaina Civic
Center, it's a very small office, too small to accommodate the, the
population that's in that district and the population that routinely goes to
the Civic Center. So we've looked at other options, we've explored other
strategies in the years past, if you folks recall none of them have, have
panned out and so at this time we are requesting funds to move the DMV
out of the Civic Center into a private shopping space that would provide
flexibility of, to increase personnel to Lahaina satellite, increase the
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comfortability factor for patrons that go to that satellite and also provide
ample parking for them, increase accessibility. Estimates to relocate to the
Lahaina satellite as well as for Equipment are about 77,000 for, for
Equipment as noted here on the slide.
In terms of the Real Property Tax Division we are asking for a, a single
position in the Real Property Tax Division, it's the only expansion
position in the Department's budget. The overall Real Property Tax
Division budget is projected to increase by $57,699. Again if you look at
the breakout on slide 11 they're showing a net reduction in operating
expenses of about 11,700 but this is offset by the need for increased
salaries of about $67,899. The position that we'll be requesting in the
budget is noted on, is on slide 12, it's entitled Senior Account Clerk. The
Senior Account Clerk works in the collection section and provides that
type of resource to allow for the control and maintenance of accounts
receivables, most notably the collection of real property taxes. A full time
committed resource for this collection function will not only improve
internal controls but also allow the staff in this division to better perform
their regularly assigned duties.
Lastly is the Capital Project issue.
straight into Capital Project?

Mr. Chair, do you want me to go

CHAIR PONT ANILLA: Yeah. Since you got only one you just as well -MR. YOUNG: Okay.
CHAIR PONT ANILLA: --you know, finish up the slides.
MR. YOUNG: Okay. The Capital Project as I eluded to just a little while ago is
the satellite, the Lahaina satellite for the DMY. It's currently located in
the Lahaina Civic Center, we want to relocate it to the Lahaina Center.
The funding is necessary to configure the physical layout of the space as
well as to provide for equipment in that area. The estimated expense for
the buildout is 69,000.
So just to highlight and conclude, the proposed budget for the Finance
Department reflects an increase of 668,000. I consider this increase to be
nominal. A significant part of the increase is due to normal salary
adjustments, we've totaled them up here on the conclusion side, slide, it
comes to about $271,000 of that overall request. There's few expansion
requests in this budget for the Department. The only ones that we have
asked for we've tried to target as being necessary for correcting any
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deficiencies of service and to mitigate any risk factors. And again to go
over, those are the payroll issues and the payroll service, the relocation of
the Lahaina satellite office, the additional personnel in Real Property Tax
and the AED project, the Automated External Defibrillator project. And
with that, Mr. Chair, Deputy Director Hayashi and I are happy to answer
any questions related to our Department's request. And Mr. Teruya from
Real Property Tax and Mr. Vila from DMV are here to provide any
technical information for their divisional operations relative to their
requests as well.
CHAIR PONT ANILLA: Thank you, Director Young. Members, before we go
into the different programs, if you do have any questions to this overview
that our Finance Director just provided us. Again, you know, some of the,
well most of the information that is, that was presented by Director Young
will be on the various programs that we need to review. Members, any
questions to the overview? Member Johnson.
COUNCILMEMBER JOHNSON: Yes, Kalbert, with regard to the location for
the last project you were mentioning, the CIP for the relocation of the
Licensing department for Department of Motor Vehicles. Which side of
Lahaina Center would that be on? Is it the side that Ace Hardware's on or
is it the other side where Nagasako Market is?
MS. HAYASHI: Councilmember Johnson, if I may. I'm really not sure where
those retail stores are but it's on the opposite, Ulalena is, if you're facing
the building, Ulalena is on the right and so it's, it's on the left. So I
understand it's the older Lahaina, older section of the Lahaina Center and
it's in walking distance, a few storefronts from the parking lot, so it's very
accessible.
COUNCILMEMBER JOHNSON: So I think there was a gallery and it may even
be where the old Ben Franklin store was in there. So I, just because I, I
know that parking is a huge problem in that shopping center and
particularly because, you know, with a lot of tourists during high season
there are so many spaces that are, you know, really at a premium. So
where you have the post office, you have the bank, you have all these
other locations that, you know, it's, parking is going to be your biggest
challenge there. So I would really take a look at that, that particular
location. And may I ask one other question, Mr. Chair?
CHAIR PONTANILLA: Go ahead, Member Johnson.
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COUNCILMEMBER JOHNSON: This is in regard to, and, and I was just, you
know, with regard to your EP count and, you know, I looked at the
description and everything for Real Property Tax Division and because,
you know, it's hard for me to tell just by looking and I did have an
opportunity, because I know that in past years we kind of look at overtime
and what the allocation is in each department. Are you able to function
with the number of employees that you have and still provide the level of
service as in previous years? Because I know that we did have other
budgets, and in fact I think the two previous budgets, where we went into
a few more positions with the justification that we could generate
additional revenue and capture more income with more bodies. So I just
want to make sure where we're going with this because in the past, I don't
know that we fully funded all the positions that you had previously
requested and now we're still not even up to what you had requested in
previous budget years. So could you address that? And I don't know if
Mr. Teruya or not.
MR. YOUNG: Yeah. I'll respond generally first. Yes. Well this particular
position that we're asking for, I don't consider this position as one of those
where if you add it, it will translate directly to additional Real Property
Tax revenue 'cause it's not like an enforcement officer or collection
officer type of arrangement. But there is some indirect benefit. We're
looking at this position being able to save the County money in terms of,
like the overtime issue that you mentioned. You know, we want to reduce
overtime 'cause overtime is paid at time and a half and we want to, we
would rather, we would rather have it be just straight time by having
another person there.
The position that's asked for in the budget, we also have to be mindful
that, you know, this is a belt tightening year and the Director's Office
could not approve or feel accountable to basically request all the positions
that the division felt that it needed. So this is a rather, this is a very
conservative request from the division's perspective. We are, we do have
a number of vacancies in the Real Property Tax Division that we have
been in some form trying to get filled for whatever reasons some of them
have been more prolonged than others. And that's another factor that we
consider before coming before Council to ask for a new position. So in
short I think that the division will tell you that what this position will do is
to save money on the overtime side, not so much on the grab more
revenue side of the, the operations.
COUNCILMEMBER JOHNSON: Yeah. And, and I know that each one of the
departments, that's one of the things and I don't know, Mr. Chair, if we
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have asked each one of the departments. But because we haven't been
able to fill positions and we've been basically, you know, no option other
than to put people on the job and then pay them overtime, I just wonder if
we have requested that particular information from each department
because that's going to be really important for us to have a sense of what
is the workload. What's the demand. And do you really expect there to
be a continued level of service when your budget basically--it's not a flat
budget, Mr. Young, with all due respect--it is a budget that is actually
contracting because of the way, you know, that you've done this and
reallocation of the money. So I consider that, you know, a budget that
actually is not flat but that is actually going down given all the other cost
factors and fees.
MR. YOUNG: Well I appreciate you recognizing that. I mean that, that is true.
This particular position, the reason why it's in the budget, even
considering the vacancies, is that this is a position that we strongly believe
can get filled immediately. Meaning that, you know, it's, it's one of those
positions that is effectively under continous recruitment, there's a list.
You know, it's not a new position that may get, you know, may have that
extra step moving through the process. So it's one of those that already
exists, it's, you know, there's, historically, it's shown that there are
candidates or people at least willing to apply for these types of positions
out there. So it's something that can get filled and knock on wood, readily
easily. Yeah. And that's why it's in there, you know, we're, we're very
concerned or conscious that, you know, we're not asking for these
positions that, like in the past have, you know, they, they go for 12, 18
months and you either can't fill them or if you can, you know, you can't
even get to recruitment for whatever reason. So, you know, that's, that's
why this single position is in here, it is in here.
COUNCILMEMBER JOHNSON: Yeah. And, and I appreciate that. And are
you, along those same lines, are you having difficulty in filling the
positions because of Personnel Services? Because that's usually what we
end up hearing is oh we're waiting on Personnel Services or, you know,
we, we don't have enough applicants to draw from in the pool. Because I,
I just want to have a sense of where we're going.
MR. YOUNG: Yeah. I don't want to blame or get to general on it but, you know,
it's, it's not, we, we do have our challenges with Personnel sometimes. I
know Personnel has their challenges with Finance in terms of filling these
positions because we do have to move back and forth, you know, a lot in
the process. So it's not, it's not only DPS, it's not only the Department, it,
it also is, there's some positions that just have not attracted the number
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candidates. You know, Personnel has to review each request and I don't
know, exactly know what they do but, you know, they level it across the
entire government system Statewide not only with the County.
So, you know, I recognize that that process can be quite cumbersome. But
each position that has been vacant in the Department of Finance, there's a
lot of reasons and they're not, it's not all the same, it's not only DPS, it's
not only the Department of Finance. Some of them have been, that when
we've gone out to recruit there are no qualified people that apply or
nobody applies for whatever reason. You know, it's the salaries that we're
offering, sometimes we offer, we may offer them certain positions across
the range, sometimes that helps, other times it doesn't. Typically, you
know, we're only offering to start at the lower level of the step so that
might, you know, prevent people from wanting to apply. So there's a
myriad of reasons and we've, you know, all I can say is that we've, the
Department has tried different strategies for each of these individual
positions, have tried different strategies, sometimes many times on the
same position to try and overcome not being able to fill.
COUNCILMEMBER JOHNSON: But, but you had sufficient revenue in, I'm
assuming that because you can move the money between the A, B, and C
Accounts you did have sufficient money to be able to provide the
overtime, is that correct?
MR. YOUNG: Well, it depends what division, but again the divisions that
generally require a lot of overtime, from what I see, they're requiring them
because they don't have adequate regular staffing personnel. But overtime
is paid at time and a half and regular staffing is provided at straight time.
So we don't, you don't get that dollar for dollar tradeoff and there have
been instances in '07 as well as in '08 that certain divisions have been
instructed to constrain providing overtime because their budgets cannot
afford it. They can't afford it out of their A Account so in those instances
we try and make sure that it doesn't compromise the type of service
delivery to the public. But we're not, we, we can't have unfettered
overtime provided to meet those service needs.
COUNCILMEMBER JOHNSON: And I, I completely appreciate that. And,
Mr. Chair, I think that if we can kind of understand, I know we've done
this in Police before because I think even in their dispatch they were
having tremendous challenges with overtime. And my concern is I don't
want to see the revolving door of employees that are forced to be put into
these positions of having to do overtime. So that's my concern is that you
don't want to have the employee burnout. And when the work has to get
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done, somebody's got to do it. So I want to make sure that we're not
actually doing a potential, potentially harmful thing by, you know, not,
number one, not having those positions available or not providing
sufficient money so that if overtime is demanded, you know, because the
workload has to be completed that we at least fund that. So I'm hoping
other divisions will kind of paint a picture of that as well.
CHAIR PONTANILLA: Thank you, Member Johnson. Member Medeiros.
COUNCILMEMBER MEDEIROS: Mahalo, Mr. Chairman. Director, thank you
for that overview of your budget. And certainly it appears to be an
efficient budget on your Department's part. In slide 7, Accounts Division,
you are planning to out source payroll, is that correct?
MR. YOUNG: Correct.
COUNCILMEMBER MEDEIROS: Okay. And so this would be out sourced by
means of contracting a vendor?
MR. YOUNG: Correct.
COUNCILMEMBER MEDEIROS: And what would be the duration of the
contract? How long will you use this kind of service or is that projected to
out source your payroll?
MR. YOUNG: Well in my opinion as Finance Director I would think it'd be wise
for the County to solidify that relationship and forever out source it.
Unless, you know, the structure of the County dramatically changes from
what it is today. Outsourcing in the private sector of business processes
like payroll processing is pretty standard and routine. You would have to
have a company, you would have to have an organization that meets a
certain high level of size of efficiency before you would consider doing
payroll yourself. Meaning like, you know, if you had a large company
like the size of say Costco which is national or, you know, have tens of
thousands of personnel and employees you might think it more feasible, it
might be more cost feasible for you to do payroll internally. The County
ofMaui has an employee base of roughly about 23 to 2,500 employees. In
the entire history of the County... (end of tape 3B - 1:55 p.m.). .. of the
last three to four years, we've never out, we've never done our own
payroll. It's always been outsourced. Even when the County was only
one year old, it was, payroll was effectively outsourced. The decision to
bring it in-house--while there might be some benefits, depending which
ways you look at it--hasn't proven out operationally in my opinion. And
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for that reason, I'm, I've recommended to the Mayor and I've, I'm
recommending to Council that this is one business process that we should
follow like the private sector and it should be outsourced.
COUNCILMEMBER MEDEIROS: Okay. And so what would happen to your
employees in that Payroll Division?
MR. YOUNG: Oh, the, when we talk about outsourcing this, well, first of all,
again to make clear, payroll was previously out sourced before 2005. We
didn't, we have personnel in our payroll section that have been with the
County at that, that were with the County at that point and they've, they're
still with the County even with the current in-house. We haven't
increased that payroll staffing. If we go back to outsourcing, it would be
to basically recreate the arrangement that we had prior to 2005. The
personnel and staffing levels in payroll are still the same and they would
also be required, or be necessary even if we outsource. When I say
outsourcing, it's not to out source the personnel. It's to out source the
function. Because what this, what the personnel have to do is, payroll is a
pretty rote function but it's very detail oriented. There's a lot involved
and these people (our County employees) would have to still do all of that.
They just would be relieved of the requirement to actually print checks;
you know, file agency and tax filings; you know, do all of the other
services that an outsourcer can take responsibility for and provide more
efficiently in my opinion.
COUNCILMEMBER MEDEIROS: I see. So the existing employees in your
payroll section would continue to do the preliminary preparations of the
records to be sent to the vendor?
MR. YOUNG: Correct.
COUNCILMEMBER MEDEIROS: Okay. And then my second question is on
the, to follow up on Member Johnson's questions, the satellite office in
West Maui which is on slide 10. I, I have to agree, you know, after
working in Lahaina for 20 years, I have to agree with Member Johnson
that the parking at the location that you're considering is really bad. And I
was asking when you did check on that space, would you be as part of
someone renting commercial space there, would you have dedicated
spaces for that? Or is it a free for all, find your own space?
MR. YOUNG: I'm looking at the letter of intent that we have with the
landowner. It is, it is not specifically stated. We can explore that
possibility with the landowner ...
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COUNCILMEMBER MEDEIROS: Yeah. Yeah. If you can get ... dedicated
spaces for that operation that would be helpful to the public that needs to
use that services.
MR. YOUNG: Yeah. You know, one of the reasons why this particular location,
you know, why we're so far along in this particular location is, you know,
we did look at other possibilities but we considered the cost of the rent,
this was probably one of the more advantageous rent wise. So these are
all the considerations we'll have to, you know, consider, I guess these
Issues.
COUNCILMEMBER MEDEIROS: Right.
MR. YOUNG: Yeah.
COUNCILMEMBER MEDEIROS: And, and that would be my next question for
the same thing is, you know, maybe you haven't finalized it but what
would be the rent?
MR. YOUNG: Yeah. We're, we're ...
MS. HAYASHI: Councilmember Medeiros, if I may. This is just a letter of
intent. We've looked at the site, we've been, and we are looking at $2.50
per square foot. And so relatively speaking in looking at the, the other
spaces that were available this was one of the lowest or if not the lowest
rate that we got that was in a space that fit our needs and with some
growth capability for growth, and with ample parking. And so all of that
was taken into consideration.
COUNCILMEMBER MEDEIROS: I see.
MS. HAYASHI: But we will certainly look into the other matters you brought up
about parking.
COUNCILMEMBER MEDEIROS: Okay.
MS. HAYASHI: Thank you.
COUNCILMEMBER MEDEIROS: And then finally on the Real Property Tax
expansion position for a Senior Account Clerk, the salary for that position
is the 67,899 on slide 12?
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MR. YOUNG: No. No. No.
COUNCILMEMBER MEDEIROS: Oh. What is the salary for that position?
MR. YOUNG: On slide 12 the 67,899 actually only represents the overall net
effect of salaries. So that includes regular salary increases for the existing
employees.
MS. HAY ASH!: If I may the, the rent for that, I mean the, the salary for that
position is estimated at 20,800.
COUNCILMEMBER MEDEIROS: Okay.
Mr. Chairman

Thank you, Department. Mahalo,

CHAIR PONT ANILLA: Thank you, Member Medeiros. Member Molina.
COUNCILMEMBER MOLINA: Thank you, Mr. Chair. Good afternoon,
Mr. Young, and, Ms. Hayashi.
Regarding, with regards to the
outsourcing, dare I ask what do you see the problems with the in-house
system that we have as to, and I'm assuming that may be part of your
rationale for going towards outsourcing 'cause there's some bugs I guess
with the present system?
MR. YOUNG: Yeah. Well there's, there's been some challenges that have been
persistent since the system was implemented. To be clear, when that
project was implemented, it was implemented as a HRIPayroll project.
The HR portion appears to be pretty successful and has been successfully
implemented and the department, DPS appears, they, they seem to like
that system well. I'm not proposing to in anyway touch that system
because it works well for them. The Payroll portion however there's been
some challenges in trying to get that fully implemented successfully. You
know, there's a number of reasons from what I see why the challenge, one
of them I kind of alluded to. Since the County has never done its own
payroll, in my opinion, the County didn't know, if I may be blunt, the
County didn't know what it takes to actually issue its own payroll.
You know, we had people that worked that did payroll processing in the
County and they still exist but if, you know, how do you file IRS tax, are
you filing them monthly? Quarterly? You know, annually? How do you
calculate it? What forms do you fill out? When do they have to be
provided? These transferring of payments to various agencies like the
ERS, EUTF, deferred compo programs. All of those, you know, go into
like payroll processing. And I would think, well, in my opinion, the
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County was, didn't adequately build up the intellectual base to accomplish
that before it implemented. So what we've tried to do is we tried to get
that intellectual base built up while the project has already been
implemented. So that's been one challenge and, you know, the staff here
in DPS, MIS, in Finance have worked very hard to try and climb that
ladder to make those improvements.
Over the years I don't think that we've progressed to the point where, you
know, you have that high level of confidence in the payroll system and
that's something to be concerned about. I also have issue with, there's
been a number of problems in terms of filing agency filings timely. Filing
tax requirements timely, problems with printing various employee
documents such as W-2s, you know, the annual requirements for taxes.
And it's, again it's not due to any person or departments or any, you
know, fault necessarily. It's just that when I look at it from an efficiency
standpoint, if we were outsourcing payroll, we would not have to actually
physically be responsible for actually doing all those tasks. And so that's
something that you can, you know, defer off to your outsourcer and the
outsourcers are the ones with the expertise to know what is required and
we don't have that. Admittedly, we do not have that expertise in-house.
And, and so when I look, when I look at the whole picture, my
recommendation comes from the fact that we've given it a few years to
shake itself out. I don't feel that it's shaken itself out to the point where it
actually produces a level of confidence that is, that cannot be overcome by
the fact that if you just paid for it and out sourced it. So when I look at a
cost benefit analysis of weighing the two, to me it is financially more
efficient to out source it and that's, that's where my recommendation is
based on.
COUNCILMEMBER MOLINA: Okay. Thank you. I guess maybe it was a case
of too much too soon and I, I don't know if I should call it, you know, I
guess it was, it was an effort to try to make things better but I think it
didn't reach its objectives from, you know, the way I'm getting it from
you, Mr. Young. Now in terms of the previous, previous folks we had
out sourced to, cost wise, cost analysis, we're better off, in your opinion,
than by just outsourcing because of all these challenges and the lack of
expertise that we possess?
MR. YOUNG: In my opinion I, I do feel professionally that it is more cost
efficient to outsource. Not, it may not make sense on a dollar for dollar
real cost advantage, but in terms of the efficiency levels gained by
outsourcing and the risk diversion for missing one of these, if you miss an
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IRS payment filing the penalties are pretty stiff. And I'll tell you that the
County has missed a number of them since we implemented and so we've
been tagged with a number of IRS penalties and State tax filing penalties
as a result. So just on that basis I would have to tell you we should, we
should have been outsourcing it. Or we shouldn't, we, we, we definitely
should not have been tagged with penalties. Yeah? So when I look at
what is the reason for the penalties, yeah, you know, some of it is, is
human error. It might be system error; but it ultimately comes down to,
did we have the capability? Whether it be personnel, or system, or IT, did
we have the capability to avoid those penalties? And clearly, we didn't.
Yeah. Otherwise, we wouldn't have gotten tagged for them. So when we
out source, you are diverting all of that risk to an expert, who knows how
to file, how to do all of that. You don't have to assume that risk on, on the
organization. So from that perspective, to me, it makes financial sense.
Now, we did look at what the County was paying to out source previously
going back to 2005 previous. And, you know, I've informally contacted
various payroll out source providers to find out what their fee structures are
now. If it was more, you know, if it was comparable to what we were
paying before. The price in the marketplace is still about the same. So,
we paid for it previously. Before we, before we decided to bring it
in-house, the County paid for that amount previously. The difference is
though that now--because we've been out of it for the last three to five
years--we need to pay to establish this process again, which means, you
know, records updates. We need to find a vendor first of all through the
competitive bid process. But, you know, records update, data file updates.
We need the updates for employees. We need to establish what extracts
are capable under the new HR system. Because, you know, as I
mentioned earlier, we're not, I'm not asking to do anything with the HR
system; but that system will have to provide information extracts to the
payroll outsourcer. So it's a, that system is new compared to the one that
previously existed when we were outsourced. All of that arrangement is
going to take some consulting startup and that's actually a good chunk of
what this request is. It's a one-time charge to set the process up; but going
forward on a year to year basis, we're looking at expenses rather
comparable to what we were paying previously.
COUNCILMEMBER MOLINA: Okay. Hopefully, it's just that one time,
'cause, you know, with the old system--well not old system, but the
present system that we had, we were always told just, you know, okay.
We need more money just this one time then next budget session, more
appropriations were needed. So I'm hoping that, if this is the way to go,
then it will only be, it will only be a one-time request. So thank you for
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that analysis and I know the whole saga has been quite expensive for us all
but something I think we hopefully will learn from. Thank you,
Mr. Director. Thank you, Mr. Chair.
CHAIR PONT ANILLA: Thank you, Member Molina. Member Hokama.
VICE-CHAIR HOKAMA: Chairman, my apologies. I just returned from a
County space assessment update. So my, my apologies to you and the
Committee Members. Quickly though, under Admin, when you, your
request for additional AEDs, and you state you want to put it through,
install it at high-use facilities. Can you quickly give me some examples of
a high-use facility? Is, is that like, would be a community center or?
MR. YOUNG: This County building for instance would be a high-use, the
community facility, community centers and swimming pools are the ones
that immediately come to mind. The, you know, we have AEDs in those
existing locations now, the technology in the AEDs at these locations
might be better now. Actually, they--not might--they are better now. You
know, faster recharge, faster, clearer instructions, and that type of thing.
That doesn't mean that the existing AEDs are totally worthless or
obsolete. It's just that, you know, we can provide the higher traffic areas,
the areas more likely to have a need to actually utilize the AED, provide
the newer, the newer technology there. And as we migrate through the
inventory, you know, the, we can provide AEDs to locations that currently
don't even have them at all. So they would benefit from any AED being
located there.
VICE-CHAIR HOKAMA: Okay. So this would be a system wide coordinated
approach and program that you're asking us to go through your Division,
Risk Management Division, then? I'm assuming that, you know, Fire
understands what you're doing, Police. Our lifeguards, pool guards
program, they're all aware of how we're trying to approach-MR. YOUNG: Yeah.
VICE-CHAIR HOKAMA: --this type of -MR. YOUNG: You know, Chair.
VICE-CHAIR HOKAMA: --program?
MR. YOUNG: I'm not, I'm not--
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VICE-CHAIR HOKAMA: I'm just, I'm just trying to find out.
MR. YOUNG: --sure how Risk Management got the responsibility to do these
AEDs. This, this program, when it was created back in 2006, I think there
was some grant arrangement that ...
VICE-CHAIR HOKAMA: We had some free, someone else paid for a lot of the
servIces.
MR. YOUNG: Yeah. Yeah. And I think maybe Risk Management at the time
was the one that wrote the grant. They, Risk Management does a very
good job of communicating with all of those. You know, the lifeguards,
they have, they have an AED system. The Police and Fire, they also have
good input in identifying where the sites should be. So Risk Management
does, I guess they're the de facto coordinator for this AED program.
Whether or not the Council wants to solidify it in some other, we are
totally open to that if that's, if that, the case may be.
VICE-CHAIR HOKAMA: Or I, again, you know, we just asking this question so
we can have a good understanding of the approach, the concept of
approach. So if you tell me that, you know, the Committee might well be
served by viewing it as part of Civil Defense, Homeland Security -MR. YOUNG: Exactly.
VICE-CHAIR HOKAMA: --type of program whereby we can get possible
reimbursements from Homeland Security, Federal funds as a way to
accomplish the same task. You know, those are the things that I would be
much open, open to. Because I was just wondering, you know, seventh,
eighth floor we have, right by the elevator shafts our devices. So I'm just
curious of how the County was planning to approach, now, as your words
are high-use facilities.
MR. YOUNG: Yeah. Right now as it's, as it's proposed in the budget we are
comfortable that Risk Management will coordinate in whatever means
necessary this program. This program is still fledgling in its infancy. It's
only been four or five years actually and we, you know, we have, we've
been growing the number of AEDs each year but still yet it, it's, you
know, we have a lot of locations that don't have them. We're, we're sure
that those locations can benefit from them so right now we're comfortable
that Risk Management is doing it. But as the program grows bigger we
leave open the possibility that it might be better suited in another
department or division.
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VICE-CHAIR HOKAMA: Okay. And I'm sure you worked with Ms. Villarosa's
Department, we're not opening ourselves to a, I guess the State had the
good samaritan law revised recently where, you know, when you try to do
something for the benefit of someone else you don't end up being
unnecessarily sued because of your intention of trying to be a good
samaritan -MR. YOUNG: Yes.
VICE-CHAIR HOKAMA: --offer help and assistance in times of need. My other
thing, well, I just, you know, since Mr. Molina, I know I heard
Mr. Medeiros bring it up. I want to say I am one of, I am a great supporter
of this outsourcing of payroll. I, I think our employees including us
deserve to have confidence that what is in the paycheck and those stubs
are accurate details and specific to the pay that we are obligated to pay our
employees. So I'm a very big advocate and I support you in your
initiative to out source again what we should have never brought in-house.
So that's the end of my, well you know what I'm going to say, you know,
for me, Chairman, the issue is and again the Department has been very,
very, how should is say it, you know, the Department has been very
sensitive to how they've stated the issues and the problems. I cannot
recall one payroll run that did not have a problem in the whole period.
Not one clear payroll run. And, you know, I can share my colleagues this
afternoon, at the end of the calendar year, particularly in preparation for
tax season you would, you would be surprised to know how many
blankety blank phone calls I get calling me blankety blank because they
cannot get their taxes done because of errors in their stubs for taxation
filings. And the worse ones are those that are recently retired and I get it
from the new retiree and I get it from the tax preparer about our so-called
in-house system.
So I won't, I won't share the words that are shared with me when it comes
to those things but I can, again support 100 percent the Department's
efforts to outsource. I think you folks covered most of the things very
well, I think you folks are doing many things right, Mr. Director. I will
say because I see Mr. Teruya there that in the future and I say this because
I'm just as aware of the financial situation we are all in. That I think in the
near future, Mr. Director, it pays to have on every island their own Real
Property Account Clerk. And I say that not because Lanai doesn't have
one and, and Molokai and Maui has. But I think in the future though the
time that it saves the main office here and some of your other, maybe
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satellites to take time away to address issues on Lanai may be well worth
the savings of time and personnel to have this one clerk, account clerk on
Lanai assisting with and able to answer certain questions unique to the
island. And, and so I, I say that to you that I, you know, I won't be, I
would like to ask for it this year but I'm very hesitant because again I'm
aware of what all the Members are facing financially. But as part of
efficiency and moving your Real Property Tax Division forward, I would
say that I believe that would be something worthwhile for your
Department to consider in assisting the Real Property Division the ability
to provide the service on each island in a better manner.
MR. YOUNG: And, and we agree, Chair. We have explored that possibility and
I, and I know, you know, Mr. Teruya would like to see that happen. A lot
of these requests that Council gets from the Department, you know, have
been weighed against what we feel we can afford. And, but that issue is
one that we, we constantly review for rightness, yes.
VICE-CHAIR HOKAMA: Okay. Other than that, I think you have a very fair
request, Mr. Director, and I thank you and your staff, particularly those
employees that did work on payroll in-house. You know, Chairman, I
cannot tell you how hard it has been for them. It's been very thankless.
It's been very demanding. It's been very frustrating. But I want to state
on the record that I believe the Council appreciates those dedicated
County employees that have worked tirelessly to try and make it work. I, I
think we need to recognize the efforts of our, of our dedicated employees
because they did their utmost and unfortunately we just had the wrong
thing in the wrong place at the wrong time. And, and so I just want to
commend them as well as commend the Director for assisting us in getting
back on the right track because I believe our employees deserve to have
confidence in the payroll system. Everything generates from payroll--the
benefits, the vacation time, sick leave time ... (NO TE: Very loud feedback
from sound system.) ...
CHAIR PONT ANILLA: Recess. . .. (gavel) . ..
RECESS:
RECONVENE:

2:20 p.m.
2:23 p.m.

CHAIR PONT ANILLA: ... (gavel). .. The Budget and Finance Committee
meeting is now reconvened. Mr. Hokama.
VICE-CHAIR HOKAMA: Chairman, I thank you and I thank the spirit of our
forefathers for sharing their comment with us too this afternoon. But
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again, Chairman, just quickly in conclusion. I want to thank our
employees who have done the utmost, gave their best efforts forward and I
support the Departments in their presentation in their request for the
upcoming budget. Thank you.
CHAIR PONTANILLA: Thank you. Member Victorino.
COUNCILMEMBER VICTORINO: Yes. Thank you. I, I do have one question
and I'm always amazed when I see salaries go down and it really goes
under Risk Management so I went to the 6-3 the page for which has the
details. And the Risk Management Officer why did their salary go down
by nearly $6,000? I mean just a question, not often does, do you see that
happen.
MS. HAY ASH!:
Councilmember Victorino, the reason for that salary
adjustment, decrease is not uncommon when there is, that position
basically was filled with a new hire. And so in the filling of that position
there was an adjustment because similar to the treasurer position where
the, there's a new hire to fill a vacancy the, the salary is adjusted.
MR. YOUNG: The, the new hire salary is lower than the previous incumbent that
vacated that position.
COUNCILMEMBER VICTORINO: Oh. Okay. I just was curious on why that
would happen.
MR. YOUNG: Yeah.
COUNCILMEMBER VICTORINO: I mean I thought maybe that person was
being very generous and I was going to be, that's uncommon. That's very
uncommon.
MR. YOUNG: We, we haven't seen that yet at the County.
COUNCILMEMBER VICTORINO: Yeah, well, no, no, I just was curious
because I see those negatives and then so I went to the detail sheet.
MR. YOUNG: Yeah.
COUNCILMEMBER VICTORINO: Okay. So if that's the explanation, thank
you very much, I do appreciate it.
CHAIR PONTANILLA: Thank you, Member Victorino. Member Mateo.
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COUNCILMEMBER MATEO: Chairman, thank you. And I guess I can make it
real quick by asking for information that can be submitted to us in writing
at a later time. And, Mr. Director, as I'm going to ask all of the
departments a list of those positions that are currently vacant. And as a, as
a follow up question to a question that Member Johnson asked earlier, the
position that you're requesting, did you even consider dealing with
Personnel in trying to re-describe an existent vacant position?
CHAIR PONT ANILLA: Department.
MR. YOUNG: We, we did consider just taking an existing, an existing vacant
position and re-describing it to meet this particular need. And we've done
that in the past on other positions in other functions. In this particular case
though the positions that are, that are currently vacant, we felt that either
there was a good chance that they could be filled soon and/or that the
function that we needed those vacant positions for was still necessary in
the operations of the Division. So we couldn't afford operationally to do
without the, the likelihood of getting one of those vacant positions filled to
meet that operational needs. And when those two situations exist the
option that we've taken is to come in and ask for the new position.
COUNCILMEMBER MATEO: Okay. And, you know, I guess real quickly
when, prior to the consideration to out source payroll, prior to that there
was a position request, you know, early on that would really be a
consultant in being able to provide whatever administrative services
required for the program to expand as we saw fit. So a body was provided
to do exactly that. So now that we're getting rid of half the program, the
payroll section, 'cause we're still keeping personnel section. What
happens to this individual now?
MR. YOUNG: Well that position that you're referring to was not in the Finance
Department for payroll. In fact I think the position you're referring to was
actually provided in Personnel and I'm not that totally familiar about what
this position, the function is. But because it was an HR/Payroll project I
would imagine that, that person, you know, helped provide the oversight
across the whole system platform. And so, you know, we're not asking to
touch the HR portion. So whatever functionality that position brought
could still be provided on the HR side. And even, even when we
out source payroll, I mean we're still going to have to rely on, to some
extent on the HR portion of the system. So there will be some value
benefit, I suppose for, you know, to have that expertise in-house. Yeah.
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COUNCILMEMBER MATEO:
Okay.
Thank, thank you, Mr. Young.
Mr. Chair, the only reason I ask of that position is because if that position
was hired as a professional position and half his responsibilities are now
being relinquished, we would question the rate of pay that the individual
still maintain if in fact the bigger responsibility was in addressing
Payroll's needs versus HR. Thank you, Chair. Thank you, Mr. Young.
CHAIR PONTANILLA: Thank you, Member Mateo. Member Baisa.
COUNCILMEMBER BAlSA: Thank you, Chair. Member Mateo has already
asked the question that I wanted to ask about, and that was the vacancy
list. But I would really appreciate adding on to that and I'd like the aging
of the vacancies. When were they authorized and how long have they
been vacant so we can get a better idea of what's going on. The other
thing I wanted to comment on was I found it really curious in the
discussion about outsourcing the payroll and I certainly support the
Finance Director in outsourcing.
I'm. . . (end of tape 4A - 2:28
p.m.). .. time of all the concerns about payroll. But it does concern me
because, you know, before you make a decision that big someone certainly
should have understood the requirements of doing your own payroll which
is filing all your taxes and all the quarterly payments and, you know, the
deposits that have to be made with the Federal government on a regular
basis. And it's kind of strange that we were not aware of that when we
took it on or didn't know how to do that. But now that we found out we
don't, I think it's just as well we, you know, give it to somebody and get
rid of the grief because we don't need people worrying about their
paychecks.
The other thing that is curious to me is if we have a staff that's doing
payroll, and now they're not going to be doing that payroll, there should
be some lessening or a lot of lessening of their duties 'cause, you know,
what do they do that, what are they not going to do that they were doing
before? But, you know, I don't run the Department and I'm not here to
micro-manage but it, I do find that curious.
MR. YOUNG: Actually, Ms. Baisa, yeah, to make, to make a point, actually, the
staff had to actually do more when they were, in doing in-house payroll.
And when, going back to Mr. Molina's question on the cost, their existing
functions that they had to do when we previously out sourced, that didn't
go away at all. They had to do all of that still yet, but on top of that they
had to process in-house payroll and we didn't add any bodies because the
thought was that this new system would save us money, right. So the
County didn't add any new bodies to this function but we gave the people
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that working, that are working in payroll, we gave them probably twice as
much work and the only way that they accommodated that work was
overtime.
And so when you get to Mr. Molina and Mr. Medeiros' question about the
cost, that's something that nobody really, you know, asked about hey how
much is this in-house payroll system costing versus outsourcing. When
you look at overtime, because it's not only the overtime in payroll, which
has been quite significant an increase but you're talking about support that
DPS has had to provide as well as MIS. Those two other departments
have had to provide additional assistance to get every payroll processed as
well. So you have all these kind of these secondary costs, these embedded
costs that are in there that are kind of sneaky, difficult to calculate, right,
and account for. But, you know, they're there so that just furthers my
belief, my personal belief again that again on the efficiency side it is cost
efficient to outsource.
COUNCILMEMBER BAlSA: That, that's a great explanation and maybe the
mistake was not to give you more personnel to deal with more work. But
last, last comment I wanted to make was on the discussion about opening a
new facility and in a shopping center and paying rent and the concerns
about parking and whatever. You know, I hate to sound like a broken
record but I have a real concern about renting facilities. The County and,
you know, I read this morning's paper and I totally support the Mayor's
idea and I know that there is a study going on and hopefully this rental
will be short term. But we really, really have to look at another way of
even adding on to the facilities we have or bringing in portables or doing
what we have to do. But this renting business is not a good idea because
at the end of the year we have receipts and no assets.
MR. YOUNG: And, Ms. Baisa, I, I totally agree. Those Members that were on
Council when I started as Finance Director can recall that my strategy was
to move all of the satellites off of private locations. 'Cause when we,
when I started that's how they were, you know, all the Up country was in a
private mall, you know, Kihei was also in a private mall. The strategy was
exactly as you say to reduce the amount of expenditures via rent. And
also I hope the Members can remember that we've tried a number of
strategies, you know, I, I have proposed a number of strategies, especially
with Lahaina to perhaps acquire, you know, mobile trailers, I think you
can remember on that.
You know, and for a number of reasons we haven't, we were not able to
make that come to fruition. And we did try and explore other possibilities
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with the Department of Parks and Recreation, with some of the other
departments in terms of how to improve service delivery for the DMV
without increasing, you know, rent expense. Unfortunately we have not
been able to find a satisfactory means of accomplishing that. I would say
though that it is our hope though that this rental arrangement is only for
the short term until, it will give us more time to provide improved services
to West Maui residents while exploring other possibilities or continuing
the exploration of other possibilities so that, you know, we can still put
into fruition, you know, County facilities on County property strategy, you
know.
COUNCILMEMBER BAlSA: Well thank you very much because I was not
aware of your previous efforts. But I think that, you know, we all
understand the economics of owning rather than renting.
MR. YOUNG: Yes.
COUNCILMEMBER BAlSA: So thank you very much.
CHAIR PONTANILLA:
Member Molina.

Thank you.

Member Johnson.

Member Medeiros.

COUNCILMEMBER JOHNSON: Yes. And I just wanted to, and if you don't
want to respond now it's fine but I just wanted to ask if you have explored
with the Lahaina Center because we have the current location for motor
vehicles. There is quite a bit of parking in the area there during the day
for the most part. Have you explored putting a portable or something over
near the fire station, near the existing site? Even if we purchased a
portable that we could actually use at different sites and transport it that
would be one suggestion. And the other thing is with regard to any
requests for proposal on our outsourcing for payroll. Is security, because
of identify theft and other security breaches and hacking, is that going to
be part of your RFP demand that they have a certain number of firewalls
so that our information cannot be hacked in private sector?
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MR. YOUNG: Well the specifics of that technology, you know, I, we, we don't
really know yet. But the requirements to safeguard identify information is
a State law that's placed on the counties. So whatever arrangement that
we write up or we contract for we will have, it will be incumbent upon us
to take that as a requirement into a consideration in terms of how we draft
up this contract 'cause it is, it is a State requirement that we safeguard
identify issues. So items of like, right now, you know, your Social
Security number, whether or not it appears on your payroll, on your
payroll stub that's, like a no-no or preferably it should be a no-no, right.
So those types of measures and the look of the payroll check will change
to reflect the security enhancements.
COUNCILMEMBER JOHNSON: Yeah. And I really appreciate that and I think
that even though these contracts are given out, I would prefer to see some
type of a penalty attached to it for breach of security or for failure of any
vendor to properly secure the personal information for our employees.
Because usually it'll just end in, oh well, so sad, you get your contract
cancelled. Well, yeah that's a lot of money but by the same token if there
is some kind of a downside irrespective of that I would really hope that we
can protect as much as we can or at least have some kind of a bond posted.
Thank you.
CHAIR PONTANILLA: Thank you, Member Johnson. Member Medeiros.
COUNCILMEMBER MEDEIROS: Mahalo, Mr. Chairman. And just very
briefly, just to follow up what Member Johnson said. I, I agree, in your
investigating and finding some space that you would consider the Civic
Center in Lahaina. And the only, one of the reasons I think it's important
is to consolidate public services in one area so that when people go there
they can go Police, they can go Fire, they can go Parks, you know, all of
that. And when you spread it around the public gets frustrated that they
have to go so many places. And as Member Johnson says right above the
Court building is a parking lot that I'm sure you could easily put, you
know, a trailer or a portable and above that is an even larger parking lot
that was built for the basketball invitational. And so there is space up
there, all the utilities are available to connect to.
And I think on a trailer, I don't know what kind of amount of space you're
looking for but on trailers, you know, that you can get that include, you
know, a restroom, they're anywhere from 1,000 to 1,200 square feet that
rent for about 2,000 to 2,500 a month. But you could purchase those as an
asset so that the County would own it. So, yeah, consider those, you
know, things and because I can tell you now the area you considered,
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considering is going to be really frustrating for people to go there.
Because it's heavily used by the visitors to Maui because they can walk to
Front Street from there, it's free parking and they also can go to three
major restaurants from there, yeah, Longies, Bubba Gumps, and Hard
Rock Cafe. So yeah, we, you know, living, I mean working up there that
many years, yeah, that's not a place you want to go. So anyway I just
offer that for your consideration. Mahalo.
CHAIR PONT ANILLA: Thank you, Member Medeiros. Member Molina.
COUNCILMEMBER MOLINA: Thank you, Mr. Chair. Before I ask my one
question. The department will back, right, for a second round on this at a
later point or is this it pretty much?
CHAIR PONT ANILLA: Well the Chair's intent is to cover the departments
today but if you have any questions in regards to the department operation
if you could provide this, the Committee, the Chairman, you know,
whatever questions that you have and then we'll have response done by
the Finance Department. But if some of the Members require them to be
back again, yeah, we'll have an opportunity.
COUNCILMEMBER MOLINA: Oh, good. So for the sake of expediency we'll
try and get as much done the first, I guess, crack at the department, yeah.
Okay. Thank you. Just one quick question for Mr. Young on the
proposed Lahaina Shopping Center facility, any, do you have any general
timetable when you would like to get the ball rolling with the satellite
office in Lahaina?
MR. YOUNG: Yeah. Actually, if I could take your question and Mr. Medeiros'
one because Mr. Vila is here. The timetable would be that if Council was
to approve this in the budget that we are prepared to move forward
immediately, and, you know, at the start of the new fiscal year. If Council
moves forward and in showing us indication that it is going to be in the
'09 Budget for Finance we will start structuring all the arrangements so
that the Lahaina satellite can open up in its new location ASAP. But
going back to what Mr. Medeiros asked, this proposal actually is not by
any means our first option. It's probably one of our last options
considered, the trailer scenario that you brought up, I did, you know, we
did budget for that in previous years, it wasn't able to come to fruition.

- 77-

BUDGET AND FINANCE COMMITTEE
Council of the County of Maui
March 24, 2008

One of the reasons was because of the location to drop this trailer where
we did look at all those lots that are adjoining to the Lahaina Civic Center
that you mentioned, we did look at all of those and for a number of
reasons either with the Department of Parks and Recreation, Department
of Hawaiian Homelands, there's some State property that's also adjacent.
All of those were not amicable or agreeable to allow that to occur. Plus
there's some entitlement issues related to establishing this trailer. But that
was actually probably one of the first or second options that we actually
had hoped to explore. And I think Mr. Vila, because there's a lot of
questions coming up on this and I recognize the importance to the West
Maui residents, I think if, you know, I would like for Mr. Vila to kind of
give a little bit more detail with your indulgence, Mr. Chair, on this
project.
CHAIR PONT ANILLA: Go ahead.
MR. VILA: Thank you, Mr. Chair. Good afternoon, Council Members. First of
all, the Lahaina Center just, if you folks know where Hilo Hattie's used to
be, it's that, there's a big parking lot in the back with a structure.
Currently, there's rental spaces in there, there's a lot of vacant spaces.
And it's, not as from, in looking at that area I've, this is what I've been
told and I've been talking to some of the tenants over there, their parking
lot has always been empty during the day except for the evening portion.
So I could be wrong but that's the, that's the center there. And the area
itself is right in, in the back, it's about 1,176 square foot which is I believe
a good ample size to accommodate customers within the DMV and the full
scope of our operations.
CHAIR PONT ANILLA: Thank you. Member Molina.
COUNCILMEMBER MOLINA: Yes. Thank you. Just one last follow up. So
on, as far as the, I remember at the Makawao site, the old Makawao site, I
think the rent was roughly 2,000 a month for that. Can you give us any
indication what kind of rent we would be looking at, at the, say for
example the Lahaina shopping center, and how many days a week, and I
guess the hours?
MR. VILA: Okay. Yeah, it's 2.50 a square foot, plus CAM, times 1,176, so
extended out, that's the annual rent for that.
MS. HAYASHI: It's roughly 3,400 a month. And so the total rent annualized is
65,000.
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MR. VILA: And taking that compared to what we were paying for the old trailer
at the Azeka Marketplace that was really dilapidated, I believe there was
like $2,500 a month at that point before we moved it out. The Upcountry
we've been, that was rather expensive too 'cause what happened there is
before we moved in it was an empty small facility then they saw the DMV
move in a lot of foot traffic were drawn in so there was a lot of businesses
and they, because the demand went up they took, they kept increasing the
rent on us so.
COUNCILMEMBER MOLINA: Unintended consequence, yeah.
you're looking at three days a week, five days a week?

And so, so

MR. VILA: I'm looking at five days a week with pretty much the full services.
Just, we've recently expanded the Kihei and the Pukalani office; they're
now open five days a week, all day. I have a staff of three plus an
examiner. I would like to do the exact same thing for the Lahaina satellite
office. Our current location just for your information is approximately
370 square foot. It's very small and the people wait outside and when you
have more than three customers going into their office it gets very
cramped. So there's no way I can expand the services. And one of the
things we do want to look at is the comfort of the customers. If you have
been at the Kihei office and at the Pukalani office we have been receiving
a lot of positive compliments of, you know, what the customers have been
experiencing when they get in there.
COUNCILMEMBER MOLINA: Okay. Well, this Lahaina Shopping Center
proposal sounds like, quite an improvement over what we have now.
Thank you. Thank you, Chair.
CHAIR PONT ANILLA: Thank you, Member Molina. Member Medeiros, you
had a question?
COUNCILMEMBER MEDEIROS: On, yeah. Just a follow up. Mahalo,
Mr. Chairman. Mr. Vila, you described Hilo Hattie's. Are you talking
about the existing Hilo Hattie's because that's Lahaina Square and that's
not Lahaina Center?
MR. VILA: Well I believe it's, you know where the parking structure is at the
Old Lahaina Center? It's that shopping complex. It's on the older side so
most of the foot traffic from the ships, from the tourists are pretty much
get tired. It's on the other side of the street. So your rentals as far as the
cost wise increases tremendously as you get more towards the banyan tree
area because it's more of a walking distance I think. So that's ...
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COUNCILMEMBER MEDEIROS:
. . . (chuckled) ...

You're pretty far from the banyan tree .

MEMBERS: ... (chuckled) ...
CHAIR PONT ANILLA: Members.
COUNCILMEMBER MEDEIROS: But no, yeah, we're getting confused
because, you know, we know Lahaina pretty well.
COUNCILMEMBER JOHNSON: Yeah. . .. (chuckled) ...
MR. VILA: Okay.
COUNCILMEMBER MEDEIROS: And, and the area that was initially described
is where Ulalena is and all of those.
COUNCILMEMBER JOHNSON: Longhi's.
COUNCILMEMBER MEDEIROS: But then you, you describe Hilo Hattie's and
that's in the opposite side.
COUNCILMEMBER JOHNSON: It's on the other side.
MR. VILA: That's on the opposite side.
COUNCILMEMBER MEDEIROS: Yeah.
MR. VILA: It's, it's behind Kaiser Permanente.
structure is --

That's where the parking

COUNCILMEMBER JOHNSON: Across.
MR. VILA: --across.
COUNCILMEMBER MEDEIROS: Oh, I see.
MR. VILA: Yeah. So that's the older area and -CHAIR PONT ANILLA: Thank you.
MR. VILA: --that's a different area. That's the older. ..
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COUNCILMEMBER MEDEIROS: Okay. Just one final question.
CHAIR PONT ANILLA: Mr. Vila ...
COUNCILMEMBER MEDEIROS: Is ...
CHAIR PONTANILLA: Mr. Medeiros, thank you. I'm going to have the
department provide us a map of the location of the DMV so that we're all
squared as far as where it is. If there's no objections?
COUNCIL MEMBERS: No objections.
CHAIR PONT ANILLA: Mr. Medeiros, any more questions?
COUNCILMEMBER MEDEIROS: Oh. Thank, thank you. Just, yeah, my final
question is, did you investigate the cost of a trailer which is like used at
the County Fair which is pretty much about 1,100 square feet, 1,200
square feet as compared to renting one?
MR. YOUNG: Yes. Back in 2006 I believe, the fiscal year budget for 2006 we
had proposed and Council had approved about 175,000 for double wide
trailers which are 24 by 48 or something like that, 24 by 60 maybe. One
seventy-five a piece for locations in South Maui, West Maui and I think
even Up country. And, and of course none of them came to fruition for a
number of differing reasons on different sites. But on the West Maui one
it was because we, we couldn't come to any arrangements on terms of
where to put it. Where we had thought we had worked out arrangements
with the Parks Department in terms of where it could be located and Parks
was agreeable, apparently that parcel or that location was not owned by
the County.
COUNCILMEMBER MEDEIROS: I see. But, you're talking about double-wide
trailers, why do you need a double wide? Because a single-wide trailer is
about 1,100 square feet, you know, they're about 12 by 50 feet or more.
So which would be easier to locate in a smaller area but have the same
square footage you're looking for as far as an office?
MR. YOUNG: Well in terms of the overall, in terms of the overall space for the
satellites we have, we have a, an overall review of the amount of space
that is appropriate for the customer load -COUNCILMEMBER MEDEIROS: Right.
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MR. YOUNG: --that is expected out of these satellites. So 370 is obviously too
small. What we had wanted to target was somewhere in the neighborhood
of 1,500 square feet to accommodate a staff of four. Right, so and
including interior seating areas and queuing for patrons. And in the West
Maui area it actually needed to be a little bit higher than because West
Maui is one of the busier satellites, actually, probably second only to
Kihei. And they have a lot of capacity load down there so -COUNCILMEMBER MEDEIROS: Okay.
MR. YOUNG: --we did want to have that double wide concept, you know, to
provide, you know, not only for DMV staff, the office space, queuing
area, break space, restroom, interior restroom facility but also the waiting
area for patrons, their queuing areas, resource areas and such. So there
was other issues related to the size of the trailer relative to, within the
SMA and whatever building permits -COUNCILMEMBER MEDEIROS: Right.
MR. YOUNG: --and, you know, that whole, I don't want to get into the details.
But -COUNCILMEMBER MEDEIROS: Yeah.
MR. YOUNG: --bottom line it wasn't able to, to happen. Yeah.
COUNCILMEMBER MEDEIROS: Okay. Thank you, Director Young, for that
information. Mahalo, Mr. Chairman.
CHAIR PONT ANILLA: Thank you. So, Members, if you have any more
questions in regards to the Finance Department and the overview that was
presented to us ...
VICE-CHAIR HOKAMA: Chairman, one quick one, real fast.
CHAIR PONT ANILLA: Member Hokama.
VICE-CHAIR HOKAMA: Did you two share with the Committee this afternoon
the, the balance of the term agreement for the Kahului Service Center?
MR. YOUNG: No, I did not.
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VICE-CHAIR HOKAMA: Can you tell us what is the term left? Do we have
like, how many years we have left?
MR. YOUNG: The, the current contract is set to expire on, in 2010. I believe it's
December 2010. In the presentation of the budget on slide 3 we did break
out the cost of the Service Center lease.
VICE-CHAIR HOKAMA: Right.
MR. YOUNG: The Service Center lease is currently budgeted at $350,000 a year.
We are asking that it remain level. We think, we think that it would be
sufficient enough to meet the expense needs of '09 at 350,000. But every
year that lease goes up by about, I think it's 5 percent, it might be a little
more than 5 percent not including utilities and that arrangement is set to
expire on, or in 2010.
VICE-CHAIR HOKAMA: Okay. Any options left to, to exercise?
MR. YOUNG: No.
VICE-CHAIR HOKAMA: Okay. Thank you.
CHAIR PONT ANILLA: Thank you, Member Hokama. Members, again, you
know, if you do have any more questions regarding the overview you can
present it to the Committee Chair and we'll get information from the
Finance Department. Members, the Chair was intending to go program by
program but I guess what happened is that you asked all of the questions
of all the different programs. So with that is there any questions in regards
to the operations for any of the programs? And when you look at page 3
of your budget bill, Department of Finance, Administrative Risk
Management program, Treasury, the other program is Accounts program
and Purchasing program as well as the Financial Services. You have any
questions in regards to the A, B, C Account as well as the CIP that
Mr. Young presented to us this afternoon? Mr. Hokama.
VICE-CHAIR HOKAMA: Chairman, just one quick comment. It was my hope
that the way we were going that we were moving at such a good pace that
if we did have that I would ask that your staff, Mr. Taguchi, be able to
assist you 'cause I think we can go through a second opportunity with
specific departments if need be, in just in my watching how we've, we've
progressed this afternoon with Finance Department's various Divisions. I
thought we were going at quite a good pace and ahead of what I had

- 83 -

BUDGET AND FINANCE COMMITTEE
Council of the County of Maui
March 24, 2008

intended to be accomplished.
So if you would take that under
consideration it would be appreciated.
CHAIR PONTANILLA: Yep. I, I will and again, you know, we covered all of
the four different programs which I thought we were going to take, well,
my intention was to take each program at a time but with their overview
that was well presented by the Department, thank you all very much for all
those questions that involved all of the four different programs. For,
Member Baisa, the Committee will get some information from the
Personnel Department in regards to the vacancies and how long they've
been vacant.
COUNCILMEMBER BAISA: Thank you.
CHAIR PONT ANILLA: Member Mateo.
COUNCILMEMBER MATEO: Chairman, thank you. And maybe, maybe
Mr. Young can provide general information for us not only your
department but the other departments looking at expansion also is
requesting, you know, like furniture. Can you tell us what happens to the
County furniture when, I mean is there a graveyard of desks and chairs
and files that, that are not, you know, falling apart at this time but still
useable? Because some of these, some of these things are considerable
and if they already exist what happens to these things and where the hell is
it?
MR. YOUNG: Well, apparently, what happens is, or what has developed is that
when people acquire new furniture or equipment and they want to get rid
of their old one they send out some group wide e-mail or Countywide
e-mail if anybody wants old furniture, come and get it. But eventually,
you know, whatever is not used, you know, or cycled through the
organization is disposed of. And it's, you know, I would assume, my
assumption is that it is disposed of through the waste system. Yeah.
COUNCILMEMBER MATEO: So there, there is no warehouse with all these
things, all combined?
MR. YOUNG: No they're, they're, not to my knowledge, there isn't.
COUNCILMEMBER MATEO: Thank you. Thank you, Chair.
CHAIR PONT ANILLA: Thank you, Member Mateo. Member Hokama.
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VICE-CHAIR HOKAMA: Chairman, if! can just share some -CHAIR PONT ANILLA: Go ahead.
VICE-CHAIR HOKAMA: --short comments on Mr. Mateo's very, very good
question because Council goes through a lot of furniture too every term.
Council needs to pass a policy of the disposition of County's assets. We
have, we have in my perspective an interim policy that the Council has not
formally adopted yet. But there is a warehouse in Kahului under the
jurisdiction of DAGS, Department County and General Services where
there are some County assets or furniture that the County agencies can
requisition for use, Mr. Mateo. But, but we need to come up with a policy
on actual, a schedule of how we're going to review this assets and what
we're going to authorize for the proper disposition of whether we donate it
to, to a nonprofit or a school or do we do actual demolition and destroy the
asset even if it may have a few remaining term or life to it yet,
Mr. Chairman.
But it is something that has gone on for years this discussion and I'm glad
that Mr. Mateo brought up the question because I think it's about time we
start looking at this issue because as we have agencies moving and
acquiring new physical assets and of course everything should have some
kind of County of Maui registration on it we're going to need to deal with
it and there's a lot of value regarding those assets. So unfortunately
Mr. Director Young by charter has control of inventory of County assets
which, again I am looking forward to having all those department heads
certify by State law or not, will, shall be taking some to task, Members.
Thank you.
CHAIR PONT ANILLA: Thank you, Member Hokama. Before we let the
Department go, I just want to commend the Director for providing us with
a statement of operating expenses. And, Members, as you look at the
different programs the Director has indicated to us, you know, the
increases, decreases and, you know, what happened in regards to the
Department requests for 2009 and comparing with 2008. So that is real
good information. So with that, Members, I will let go the Finance
Department at this time. And our next department up will be the
Department of Public, Public Works. Members, the Chair will call for a
recess up to 3: 15 when we'll reconvene with Public Works Department.
.. . (gavel) . ..
RECESS:
RECONVENE:

2:58 p.m.
3:21 p.m.
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CHAIR PONT ANILLA: ... (gavel). .. The Budget and Finance Committee
meeting is now reconvened. Members, we're going to go to the
Department of Public Works. We have the Director here, Milton
Arakawa. And the Department budget can be found on the proposed bill
page 10 and 11. On the Program Budget, page 19-1 to 19-29... (end of
tape 4B - 3:22 p.m.). .. 18-55. At this time the Chair would like to call on
Mr. Director, Budget Director, Mr. Pablo for opening comments.
MR. PABLO: Thank you, Chair. Good afternoon, Members. Right before you,
you should have a ten page handout which we just did. What we've done
was look over how the budget was done last year and try to find whether
there's a more efficient way in terms of time and in terms of cost, and
whether there's a more effective way in terms of results in a presentation
of the budget. We know you have, as Chair Pontanilla pointed out this
morning a four inch program booklet, four inch budget details and, and
you also have another booklet called the Budget Ordinance. What we
tried to do is put everything into summaries and you may have this term in
management circles where they, where they talk about an executive
summary. And an executive summary is trying to get everything on one
page and no more than two pages. What we have before you is ten pages,
the first page is an overview of the Department and the Department can be
broken down into eight programs.
Four of the programs are funded out of the General Fund. This is as we
had heard last week from Kalbert Young, this is come from real property
taxes, local charges for current services. And under the General Fund
there's the Administration Program, Engineering Program, Special
Maintenance Program, and Development Services Administration. Under
the Highway Fund, these are the Special Revenue Fund, these are special
revenues coming from fuel and franchise taxes and these funds provide the
necessary funding to run the Administration for Highways. Another
program is Road, Bridges, Drainage Maintenance Program, Traffic
Management Program, Garage Services. In total you have eight programs
under the Department of Public Works. What we'd like to point your
attention to is we're comparing '08 versus '09 and the change amount is in
the third column and a percentage change in the fourth column. For the
Department of Public Works, the center section explains that there is no
expansion positions being requested in the Fiscal Year '09 Budget for any
of the eight programs.
With regard to Equipment there is five programs, which is requesting
funding for equipment and you'll see the amounts there, it's 1,030,625.
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So when you look at the change amount in the third column on this page
you can see the Department's requesting 2.6 milli on over F iscal Year ' 09,
1 million is comprised of equipment request. As we go through each
program you'll find out that the major changes will come from salary
increases '09 versus '08. So perhaps what we could do is, what we were
planning to do, I spoke with Director Arakawa we, we thought we would
break this presentation into two areas, we would first go through the four
General Fund programs and after that's concluded we could go through
the four Highway Fund programs.
In the General Fund, if you go to page 2-10, this is the first General Fund
program under the Department of Public Works and that's Administration
Program. And I'll walk you through this so that you would have an idea
of what we're trying to convey in this one page summary. Again the big
item is the third column, what is the change amount over '08 versus '09.
And you can see salaries and wages went up 14,000 and right below that
you can see salaries and wages we have an EP count of seven employees
who received that 14,000 increase. In Operations we tried to list any
increase or decrease greater than 5,000 so you won't have to go thumbing
through the budget details for this. And there were no changes greater
than 5,000 and there's no equipment requests. You can see compared to
'08, '09 is zero requests for equipment versus 12,000 last year. So that's
the Admin Program.
The next program is Engineering and I see that Cary Yamashita is here,
he, he can answer any questions you may have in this program. Again,
we're going through the third column you see the biggest change is
114,000 and this is for an EP count of 29.6 employees. Operations it
increased 3,000 over last year, there were no increases, individual
increases greater than 5,000. And Equipment there's a request for 13,700,
Equipment for these four major categories. And I'll let Cary answer your
questions on those after we go through the rest of the two additional
programs.
The third program under General Fund is Special Maintenance Program.
Again going through that third column we can see the change amount for
salary and wages is $26,829 for an EP count of 10.8 employees. And the
Operations is where your big changes were, they were increased 375,000
over '08 and those items which account for an increase of 5,000 or more,
whether it's a decrease or increase are listed there and you can take a look
at that and Director Arakawa will answer any questions you may have on
the Operations.
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The last program under the General Fund is the Development Services
Administration and Ralph Nagamine should be here shortly, he will be
able to address any of your questions. Again looking at the change for '09
versus '08 there's a $235,000 change, approximately 118,000 of that are
salaries for 42.8 employees and Operations there were two changes that
were greater than 5,000, electricity and telephone. DSA continues to look
for office space, right now you may know that they share accommodations
with the Parks and Recreations over at the War Memorial Complex and
they have places in their budget for Fiscal Year' 09. And for Equipment
the DSA is requesting six vehicles.
So anyway this is the format. We hope it gives you a better overview
rather than going through three different booklets, you're welcome to do
that but, but I thought this might be a better way to, to present it as an
executive summary, have a one page summary on each program. So if
you have any questions, Director Arakawa is available to answer them,
Cary Yamashita is also here. Thank you.
CHAIR PONTANILLA: Thank you, Mr. Pablo. Mr. Arakawa, comments?
MR. ARAKAWA: Yeah. Mr. Chairman, I just wanted to add a couple highlights
to what the Budget Director already has mentioned. Under the Special
Maintenance Program you'll see under Operations under page 17-12
listing for Contractual Services, County Building Services. And we are
requesting an increase there from $2,000, which is in the 2008 Budget to
$102,000 in the Fiscal Year '09 Budget. And Ijust wanted to mention that
this is a proposal to hire a private firm to take care of the maintenance,
preventive maintenance and the minor repairs for this Wailuku campus,
this, this Kalana 0 Maui building, Kalana Pakui building and the old
courthouse building. Currently our Engineering section, Construction
Management oversees this function but building maintenance is a
specialty area which we hope with this contract will lead to increased
reliability and efficiency of the services that are provided in this building
as well as a decrease in unexpected repairs.
The other item I'd like to bring to your attention is under page 17-15,
Contractual Services, Maintenance Cemeteries. In there, we are asking for
an appropriation of $100,000 to do landscape maintenance on eight
cemeteries, which are under the jurisdiction of the County. Seven of these
are un-maintained presently and I'm not referring to any of the veteran
cemeteries. These are Keanae, Potter's Cemetery, Wailuku Government
Cemetery, Hanakaoo Cemetery, Puupiha, Puehuehuiki, Kapaakea and
Oalapoi Cemeteries. The one that is being maintained is Puehuehuiki
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Cemetery on the entrance to Lahaina. That has been adopted by the
Kaanapali Beach Hotel. But the others are largely in un-maintained shape
and we'd like to at least do some, at least some minimal landscape
maintenance on the remaining County government cemeteries.
CHAIR PONT ANILLA: That's it? Thank you, Director Arakawa. Members, if
there's no objections we'll utilize the sheet that was provided to us by the
Budget Director in regards to the Department of Public Works for our
review. First, first thing that we want to review is the Administration
Program for the Department. And, Members, if you can, turn to page 17-1
of your details and 19-1 for, on your program.
MR. ARAKAWA: I want to mentioned, Mr. Chair, for the Administration
Program this is the office where the Director, Deputy Director and the
support staff reside. The, this is basically flat. We are requesting no
expansion posItIOns. The Operations amount is basically, it shows a
21 percent increase but if you look at the expenditures for Fiscal Year '07
it's basically a very modest increase that we're asking for in Fiscal Year
'09. And we are, we have no Equipment request in the Administration
section.
CHAIR PONT ANILLA:
Thank you.
Members, any questions for the
Administration section? Member Baisa.
COUNCILMEMBER BAISA:
Thank you, Chair.
Question for Director
Arakawa. I noticed that, you know, this is a very austere budget
considering that your Department has as much responsibility as it does, I
was, and with our growth. So I was wondering if you could kind of give
us an idea, I know that Mr. Pablo's gone over your request with a fine
tooth comb and he's tried to stay within the budget restraints because you
know we have a tight year here. Is there a lot missing that you submitted
that you'd like to have?
MR. ARAKAWA: Actually the key, one of the keys to our Department's request
is in the Capital Improvement budget. And we've tried to be as lean as
possible on the Operation side as we could. But we do, we are, as we are
every year, we are inundated with CIP requests. So basically our, our
focus is on CIP.
COUNCILMEMBER BAISA: Good. Thank you very much. That gives us a
better idea of what we should be dealing with. Thank you.
CHAIR PONTANILLA: Thank you, Member Baisa. Member Johnson.
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COUNCILMEMBER JOHNSON: Yes. Milton, under Administration I know
that we have, I'm not sure which Division it's in or I guess it would be the
purchase of vehicles. Is this the section that it's under?
MR. ARAKAWA:
Division.

The purchase of vehicles is handled by the Highways

COUNCILMEMBER JOHNSON: Okay. So that's in Highways? All right. I'll
reserve my questions till then. I don't really have any.
CHAIR PONT ANILLA: Thank you. Member Medeiros, questions?
COUNCILMEMBER MEDEIROS:
Administration Program.

Mahalo, Mr. Chairman.

Not for the

CHAIR PONTANILLA: Okay. Fine. Thank you. Member Molina?
COUNCILMEMBER MOLINA: No.
CHAIR PONTANILLA: None. Thank you. Member Victorino?
COUNCILMEMBER VICTORINO: None at this time. Thank you.
CHAIR PONT ANILLA: Thank you. That was quick. The next program is the
Engineering Program.
MR. ARAKAWA: Mr. Chairman, in Engineering, this is just the Operations
section of Engineering, again, we have no expansion positions that we are
requesting. Operations we are requesting for an 8 percent increase. The
bulk of that is basically an increase for computer software. We're
requesting an increase from 37,600 to 40,600. Equipment wise it's a fairly
modest request, total of $13,700. The first three items are basically
upgrades to allow Engineering to tie into the existing County GIS system
so that this will allow us to tie our data on field surveys directly to the GIS
system. And a last item, Traffic Data Collection Units are basically
equipment that would allow us to collect roadway data on speed, volume,
and vehicle classification. So it would allow our staff to do this work as
opposed to relying on outside consultants. And again the total Equipment
request there is $13,700.
CHAIR PONT ANILLA: Thank you. Member Baisa.
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COUNCILMEMBER BAlSA: Quick question, Director Arakawa. Do you have
the same issue that many of the departments have with not being able to
hire engineers? In other words do you have vacancies?
MR. YAMASHIT A: Councilmember Baisa, fortunately we do not have that
same problem. We do have one vacancy however, that Engineering
vacancy is tied up to due to a proposed reorganization within our
Construction section. But other than that all of our engineering positions
are filled.
COUNCILMEMBER BAlSA: Thank you for the good news. That's it, Chair.
CHAIR PONTANILLA:
questions?

Thank you, Member Baisa.

Member Johnson, any

COUNCILMEMBER JOHNSON: Just on page 17-5 for your personnel counts.
Under I believe it's College Intern there's a .3 and a .3 and then it shows
change amount zero. So are, are those positions filled?
CHAIR PONT ANILLA: Department?
MR. YAMASHITA: No. Those positions are carryovers from the previous year.
We did have .3 for two positions, these are summer hire so it reflects the
three to four months of work and we did fill it last year and we intend to
do it again this year.
COUNCILMEMBER JOHNSON: Okay. And so then for the summer you'd just
be paying $4,000 for each one of those college interns then?
MR. YAMASHIT A: That is correct.
COUNCILMEMBER JOHNSON: Okay. And then I noticed in your Salary
Adjustment there's a 50 ... , that's 17-6, a $51,042 amount decrease which
I guess is percentage change 100 percent and that's the Civil Engineer III Design, is that position, you know, just going away or what's happening?
Or it looks like a reduction.
MR. Y AMASHIT A: No. We've recruited for that position and we hope to fill it
internally so that position will be filled. As far as the increase ...
COUNCILMEMBER JOHNSON: It's a decrease.
MR. YAMASHITA: Oh a decrease, yeah.
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COUNCILMEMBER JOHNSON: See, it's showing in 2008 there was 51,042
and then the Fiscal Year '09 request, zero. Fifty-one thousand, is that the
summary for the whole?
MR. PABLO: No. Maybe I could answer that. Salary Adjustments usually we
have put it in the past when, when a collective bargaining agreement was
under way and we did not know what the collective bargaining agreement
would set out as a wage increase. So we've, we would estimate roughly
three to say 6 percent and put it in there. With regard to this year, Fiscal
Year '09 the collective bargaining agreements have been concluded so we
know what the salary adjustments are for both this year and next year
regarding HGEA and UPW, and for the next three years for the Fire
Fighters and the Police. So that's why there's no salary adjustments here.
COUNCILMEMBER JOHNSON:
working off actuals?

Okay.

So what you're doing is you're

MR. PABLO: That's correct.
COUNCILMEMBER JOHNSON: All right. And then that way that was the
overage from '08 Budget?
MR. PABLO: That's correct.
COUNCILMEMBER JOHNSON: Okay. Thank you for the explanation.
CHAIR PONTANILLA: Thank you, Member Johnson. Member Medeiros.
COUNCILMEMBER MEDEIROS: Mahalo, Mr. Chairman. For Mr. Yamashita,
do you have vacancies other than engineers, support staff, draftsmen,
clerical?
MR. Y AMASHIT A: Yes, we do. Our Service section is pretty much depleted
due to retirement and so we do have like I believe four positions that are
vacant which we are actively recruiting for right now.
COUNCILMEMBER MEDEIROS:
positions?

And those positions are what kind of

MR. YAMASHIT A: They range from the, the section head, which is a Land
Surveyor Right-of-Way Agent. We have a Land Surveyor I position that's

- 92-

BUDGET AND FINANCE COMMITTEE
Council of the County of Maui
March 24, 2008

vacant. We have our Engineer VIII position that is also vacant and a
Right-of-Way Agent that has been vacant for at least four to five months.
COUNCILMEMBER MEDEIROS:
now?

Okay.

So that's the only vacancies right

MR. YAMASHIT A: Yes.
COUNCILMEMBER MEDEIROS: Okay. Thank you, Mr. Yamashita. Mahalo,
Mr. Chairman.
CHAIR PONT ANILLA: Thank you, Member Medeiros. Member Molina.
COUNCILMEMBER MOLINA:
Thank you, Chair, and good afternoon,
Mr. Director, and, Mr. Yamashita. You know on the Equipment requests
the GPS and the traffic data collection, will that help I guess eliminate the
need for traffic warrants that's usually gathered by contractors? And
being that the, you know we all get calls for traffic calming devices in, for
various areas of our community. Will that help to also expedite the
installation of traffic calming devices too?
MR. Y AMASHIT A: That is correct. It helps us to expedite the, the process
because we can use our own forces to layout those, those tubes you see
across the road. Yeah. Those are the counters that we're asking for. We
currently have four of them so by adding on four more traffic counters we
can more effective and, and address more issues as far as speed humps,
speed tables and raised crosswalks, which all require these, this
information. Yes.
COUNCILMEMBER MOLINA: Okay. I'm sure a lot of people in the
community will be most appreciative of that. The sooner the better, yeah?
Thank you. Thank you, Chair.
CHAIR PONTANILLA: Thank you, Member Molina. Member Victorino.
COUNCILMEMBER VICTORINO:
Thank you.

All of the questions have been asked.

CHAIR PONT ANILLA: Thank you very much. Members, any more questions
in regards to the A Account which is Salary and Wages, the B Account,
Operations, C Account Equipment as well as, no as well as. No more
questions? Thank you. We go to the next program, which is the Special
Maintenance Program. Mr. Arakawa.
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MR. ARAKAWA: Yes. Thank you, Mr. Chair. As I mentioned to you we had a
request regarding contractual services for the maintenance in this building
as well as the maintenance for County cemeteries. Just to back up, you
know, this Special Maintenance Program is a General Funded program
and there are a number of facilities that are, that fall under this program.
Just to name them, it's Hana Civic Center, Molokai Civic Center, Lanai
Veteran's Cemetery, County Garages Maui, County Building Services
which is this campus here, Veteran Cemeteries Maui, Veteran Cemeteries
Molokai, Repair and Maintenance for County buildings, West Maui
Watershed Seaweed Removal, Neighborhood Crime Watch, County
Garages Molokai and Maintenance for cemeteries and County Garages
Lanai.
Those are the major portions of what constitutes Special Maintenance.
One of the items that we run across every year with regard to Special
Maintenance and not only County garages but is basically we must make
an educated guess as to, as to what the electricity and gasoline costs will
be over the next year. And we have made our best estimate but of course,
you know, any crystal ball is a little fuzzy when you, before you actually
come upon the future. So we have basically tried to increase electricity
around 5 percent depending on, you know, what our past data has been on
expenditures and our appropriations. And for gas, diesel and oil we've
kind of looked at what we need, needed and we've actually increased it by
10 percent and whether that is enough, I guess is anybody's guess at this
point given the price of, current price of oil. But who knows what the next
year will hold but that's a common thread throughout this, this Special
Maintenance area and if you look at Highways that's probably going to be
the same thing again. But that's basically what we've done in the Special
Maintenance area.
CHAIR PONT ANILLA: Thank you. Member Baisa, questions?
COUNCILMEMBER BAlSA: Just one quick one. It kind of jumps out at us
because it's like money was moved from one category to another. I see
the 5,000 percent increase in 17.2 [sic] Contractual Services and then if
you come down to Other Services there's a $5,000 decrease and I'm just
wondering what that's all about. Just very briefly.
CHAIR PONT ANILLA: Department.
UNIDENTIFIED SPEAKER: Where are we ...
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COUNCILMEMBER BAlSA: I'm on that page 4110 that was supplied by
Mr. Pablo by which by the way I would like to thank you for this,
Mr. Pablo, it's a wonderful way to have it all in one place.
MR. PABLO: Thank you.
COUNCILMEMBER BAlSA:
percent --

Do you guys see the Increase of the 5,000

MR. ARAKAWA: Yeah.
COUNCILMEMBER BAlSA: --and under that a minus 50?
MR. ARAKAWA: Councilmember Baisa, I'm not sure if that was any major
change. I look at our expenditure for this sub-object code in Fiscal
Year '07, and it was actually zero. We asked for $10,000 in Fiscal Year
'08, and it's actually been decreased in '09 by half. So I mean in terms of
the total amount for that area, I mean it's not significant. So it was just
based on our past expenditures basically.
COUNCILMEMBER BAlSA: Okay.
CHAIR PONT ANILLA: That's it?
COUNCILMEMBER BAlSA: That's it. Thank you very much.
CHAIR PONTANILLA: Thank you. Member Johnson, questions?
COUNCILMEMBER JOHNSON: I just was looking at the, you know, the EP
counts for your, and I guess I'm looking at it on 17-9, so I see you're
going down in Salary Adjustment $7,745. And is that, is there any reason
in particular for that one? Oh, I know. It's the same reason as the last
one.
MR. ARAKAWA: I was just about to tell you that.
COUNCILMEMBER JOHNSON: Okay. I answered my own question. And the
same thing for Molokai Civic Center and the Veteran Cemeteries?
MR. ARAKAWA: Yeah.
COUNCILMEMBER JOHNSON: With regard to the employees that currently
service this building, Mr. Arakawa, because I know you shifted around
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different people into different positions. If we do a contracting for service
of that particular function, what will happen to the individuals that used to
maintain this facility? Will they just be put on other jobs or what?
MR. ARAKAWA: No. The proposal is not to affect the jobs of the current
County employees.
We have janitors and basically grounds
superintendents and people who work on the landscaping. But what we're
talking about here are people, a firm, a private firm that would regularly
maintain the AC, would fix holes in the wall as requests come up, who
would move your Xerox machine, who would do basically all of the minor
repairs that come up from time to time rather than, you know, having our
Engineering staff do that. And so our Engineering staff would then be free
to do what they're supposed to be doing which is monitoring our
construction projects. So we believe it's a specialty area and we hope that
we can learn a lot more from a private firm. Many of the office buildings
you see in town are currently private, privately managed as it is. So these
people would basically come up with a schedule of maintenance, regular
maintenance for all of our big ticket items within the building itself so that
hopefully we can do a lot more preventive maintenance, make sure our
equipment is in better condition so that it lasts longer and there are less
breakdowns. That's, that's the ...
COUNCILMEMBER JOHNSON: Okay. So currently under the job descriptions
for these individuals that would ordinarily, you know, be working on their
other work. What is going to impact or is there going to be no change in
the definition of their job description?
MR. ARAKAWA: Well as far as the individuals that are listed under County
Building Service, these are the janitors and then the grounds maintenance
crews, their jobs will not change.
COUNCILMEMBER JOHNSON: But how about Engineering? They just do
whatever is requested of them?
MR. ARAKAWA: Engineering the, the folks that do the building maintenance
now are under the Construction Management section of the Engineering
section. And much of the Construction Management is already contracted
out to other firms. So if we can have a private firm to take care of the
building maintenance here, it would free our internal staff to do greater
tasks in the area that they were actually hired to, to do work in which is
Construction Management. So rather than having to contract out more
Construction Management work we can have our in-house staff do more
of that.
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COUNCILMEMBER JOHNSON: I see. So currently what you're Engineering
people are doing is assisting in obtaining the contractors that would then
come in to actually do the work as opposed to our Engineering staff
physically doing the work? Is that correct?
MR. ARAKAWA: Yep. That's correct.
COUNCILMEMBER JOHNSON: Okay. That's what I needed to know. Thank
you.
COUNCILMEMBER JOHNSON:
Medeiros, questions?

Thank you, Member Johnson.

Member

COUNCILMEMBERMEDEIROS: Mahalo, Mr. Chairman. Yeah, you know, on
the Hana Civic Center, that's the building that houses the Public Works
Office, Water Department Office and the Police Station?
MR. ARAKAWA: Yes.
COUNCILMEMBER MEDEIROS: Okay. So what puts the burden on Public
Works to pay all the electricity in there? And the Police and Water and
evening Licensing is in there, why don't they contribute?
MR. ARAKAWA: Well that's a good question and that's why this is under the
General Fund and so the General Fund basically provides this index code
for us to do that. If the Council believes that another agency can do it, you
know, that's fine with us too. But basically it was just assigned to Public
Works and it's been assigned to Public Works for a number of years. But,
yeah, it's just, you know, something we've been assigned to do here, in
Hana, Molokai is also the same thing where there are a number of
agencies that are housed in the Civic Center but we are tasked with
basically, you know, running the building.
COUNCILMEMBER MEDEIROS: I see. And on, Budget Director... (end of
tape 5A - 3:53 p.m.). .. report that was given to us this budget which I join
Member Baisa in saying this an excellent format for us to understand and
read. Thank you for doing this report. Under that report on 4 of 10, page
4 of 10, Special Maintenance Program. The maintenance of cemeteries
and there's a request for Contractual Services, and this is to contract
maintenance?
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MR. ARAKAWA: Yes. We're looking at contracting some, probably a
landscaper or a landscape contractor to at least start the process of trying
to maintain these, these County cemeteries. And basically it's been
decades, as far as I know, before, you know, in some of these cemeteries
where, you know, any care has been given to the grounds. So we want to
at least start and take care of what is, you know, our responsibility
basically.
COUNCILMEMBER MEDEIROS: I see. And would that also be true for
County Building Services for Contractual Services is for maintenance
positions?
MR. ARAKAWA: Yes. That's the firm that we, the firm that we want to hire,
the private firm -COUNCILMEMBER MEDEIROS: Right.
MR. ARAKAWA: --to take care of this, this, this campus.
COUNCILMEMBER MEDEIROS: This building.
MR. ARAKAWA: Yes.
COUNCILMEMBER MEDEIROS: Okay. And so there's been discussions with
the appropriate unions in kind, this seems to be like privatizing which we
got into many years ago. So how does this work out with the unions as far
as contracting services that is of the type of work that the unions have
positions for?
MR. ARAKAWA: Well it, we, well we haven't consulted with the unions per se,
however we regularly contract out work as you know. In this particular
case it is work that County employees currently perform on the building.
But the work that they would be doing if this contract is in place would
actually displace additional contractual work that we currently have. So it
is basically just trying to reallocate the kind of work that our engineers do.
I mean that's the way we've, we've kind of looked at, at this. And it'll
make the delivery of services, you know, more efficient.
COUNCILMEMBER MEDEIROS: Okay. So you're referring to the Contractual
Services under County Building Services?
MR. ARAKAWA: Yes.
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COUNCILMEMBER MEDEIROS: As far as engineers doing?
MR. ARAKAWA: Currently our engineers oversee that.
COUNCILMEMBER MEDEIROS: I see.
MR. ARAKAWA: Yes.
COUNCILMEMBER MEDEIROS: So the Contractual Services would be for
someone to take the place of what the engineers are doing? Okay.
MR. ARAKAWA: Yes.
COUNCILMEMBER MEDEIROS:
But under Maintenance Cemeteries,
Maintenance, yeah, Cemeteries, Contractual Services would actually be
for landscapers or people to take care of the grounds?
MR. ARAKAWA: Yes.
COUNCILMEMBER MEDEIROS: Okay. My only concern and question would
be that if we're looking to budget for this amount and there hasn't been
discussions with the union yet, do we have, are we doing the sequence of
steps correctly? If we budget for it and the union doesn't agree to it, what
would happen?
MR. ARAKAWA: Well if it pleases the Council I guess we could, we could
consult with the union on that. However like I mentioned we contract out
numerous services as it is, whether it's construction management services.
We hire in our CIP of course, we don't have an in-house paving area we,
we contract all of that out. There are numerous services that we contract
out on a regular basis.
COUNCILMEMBER MEDEIROS: But usually isn't those services stuff that the
union doesn't have positions for?
MR. ARAKAWA: No, not necessarily. For instance surveys, we regularly
contract out surveys. We have had, we've had positions in-house but we
don't enough staff to do it so we've, we've, we've contracted it out. In the
case of building maintenance though I mean, we, we never had positions
to do that. So basically our engineering staff has been tasked to do that by
default.
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COUNCILMEMBER MEDEIROS: Right. Okay.
doesn't do the actual work; they coordinate?

But the engineering staff

MR. ARAKAWA: No.
COUNCILMEMBER MEDEIROS: They don't do ...
MR. ARAKAWA: In fact ...
COUNCILMEMBER MEDEIROS: They don't do the sweeping or the mopping
or the ...
MR. ARAKAWA: No. In fact they contract that out.
COUNCILMEMBER MEDEIROS:
Mahalo, Mr. Chairman.

Oh, I see.

Okay.

Thank you, Director.

CHAIR PONT ANILLA: Thank you, Member Medeiros. Member Molina.
COUNCILMEMBER MOLINA: Thank you, Chairman. Just one question on the
contracts itself for both the cemeteries and the County building. Are these
going to be ongoing contracts or just one-time deals at this point, can you
tell us?
MR. ARAKAWA: Well I guess we'll have to see how the performances, we're
hoping that it will lead to a more efficient delivery of services if we
contract out the overseeing of the maintenance of this, this campus. And
if we feel it's working out well then we'll ask for additional funds in the
next budget.
COUNCILMEMBER MOLINA: Okay. And you mentioned with regards to the
cemeteries I guess all these years they hadn't been maintained. How
many years do you, can you recollect? I mean -MR. ARAKAWA: I, I don't recall ...
COUNCILMEMBER MOLINA: --why only now I guess?
MR. ARAKAWA: I don't recall ever having any kind of line item for cemetery
maintenance. Highways does some, well Highways we're not landscapers
so, you know, we would do some basically minor repairs perhaps to
cemeteries. But, you know, if it's like clearance of overgrown vegetation
or trees we haven't, we haven't done that at all, not for decades.
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COUNCILMEMBER MOLINA: Okay. Thank you. Thank you, Chair.
CHAIR PONT ANILLA: Thank you, Member Molina. Member Victorino, you
got any questions?
COUNCILMEMBER VICTORINO:
questions left. Thank you.

No.

When you're last, you have no

CHAIR PONT ANILLA: Oh. Thank you. Members, any more questions in
regards to Special Maintenance Program, A, B, C Accounts? None?
Okay. Moving along to ...
MR. ARAKAWA: Mr. Chairman, we can move on to Development Services
Administration. In here we have no expansion positions. I just wanted to
mention one item that the Budget Director alluded to that's in regards to
our inspectors that are currently housed at the War Memorial and we are
looking for office space for them. And so I would refer you to page 17-17
in your budget. This is a, there's a listing for Electricity and Telephone.
The Electricity amount is $96,000 and Telephone is a request for $6,000
both for Fiscal Year '09. This, this is a monetary request that we are
asking for in anticipation of a move of the inspectors out of the War
Memorial Stadium area. So I just wanted to bring that to your attention
and we, we are, like I said looking for space. And then there was some
reference earlier to a space study, Wailuku Space Study. As you know
last year the Council appropriated $250,000 for a Wailuku Campus Space
Study and a consultant has been hired and they've already started on that
study and are hoping to complete the study by late Fall, present that to the
Council with an additional, probably additional CIP or, or operating
budget request next budget year.
CHAIR PONT ANILLA:
Thank you.
Members, any questions for the
Department in regards to Development Service Administration? Member
Baisa.
COUNCILMEMBER BAlSA: Not at this time. Thank you, Chair.
CHAIR PONT ANILLA: Member Johnson.
COUNCILMEMBER JOHNSON: Is this the one, Milton, that you said had the, I
guess the purchasing of vehicles? Different one?
MR. ARAKAWA: No. Actually, Highways-- 101 -
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COUNCILMEMBER JOHNSON: Oh. Highways.
MR. ARAKAWA: --Division actually -COUNCILMEMBER JOHNSON: Sorry.
MR. ARAKAWA: --administers that.
COUNCILMEMBER JOHNSON: I'm having a senior moment.
Don't confuse me with the facts, Milton. Thank you.

Thank you.

CHAIR PONT ANILLA: You can ask the Department on the request though.
Member Medeiros.
COUNCILMEMBER MEDEIROS: Mahalo, Mr. Chairman. Yeah. I, I think
because Member Johnson saw the Equipment and Vehicles she thought
this was the one. But the purchase of the six vehicles that you list under
Equipment even though it's coming under the Building Permit Revolving
Fund Program. Are those replacement or expansion or a combination of?
MR. NAGAMINE: Five of them were supposed to be replacements and one is
anew purchase.
COUNCILMEMBER MEDEIROS: A new purchase?
MR. NAGAMINE: Yeah.
COUNCILMEMBER MEDEIROS:
Mahalo, Mr. Chair.

Okay.

Mahalo for that information.

CHAIR PONT ANILLA: Thank you, Member Medeiros. Member Molina.
COUNCILMEMBER MOLINA: Just a question on I guess the electrical cost. It
kind of jumps out at us, any, can you give us a reason why for the 96,000?
MR. NAGAMINE: Yeah. We're contemplating a move to the Weinberg
Building, that's next to the Kaiser building. And while we're trying to
crunch the numbers for our move there it jumped out as that we didn't
budget any money for telephones or for electricity. And so in this fiscal
year we threw that money in.
COUNCILMEMBER MOLINA: Okay. Thank you. Thank you, Chair.
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CHAIR PONTANILLA: Thank you. Member Victorino.
COUNCILMEMBER VICTORINO: No. No questions at this time.
CHAIR PONT ANILLA: Thank you. Just a fast question for DSA. In regards to
the five replacements, are we retire the five replacements or the five
replacement going be used someplace else?
MR. NAGAMINE: What do you mean by someplace else?
CHAIR PONT ANILLA: You know, continue to use the five replacements.
MR. NAGAMINE: No. No. I think what Highways usually does is it's like a
trade-in vehicle. So it doesn't get recycled within the County.
CHAIR PONT ANILLA: So this would be trade-in then -MR. NAGAMINE: Yeah.
CHAIR PONT ANILLA: --actually when you do purchase?
MR. NAGAMINE: That's correct.
CHAIR PONT ANILLA: Thank you. Members, any more questions for DSA?
Seeing none, okay, at this time the Chair would like to recognize the
Budget Director to go into the different programs.
MR. PABLO: Thank you, Chair. What we'll be doing now is going through the
Highway Fund and the Department of Public Works has four programs
under the Highway Fund. One is called the Administration Highways, the
next is Road, Bridges, Drainage Maintenance Program, Traffic
Management and Garage Services. And if you go to that cover page
which is page 1 of 10 you'll see that the change amount for the Highway
Fund comes out to 1.8 million, 1,897,771 to be exact. When you go
through page, page 2, okay I'm sorry, page 6 out of 10. This is the, this is
the Administration Program for the Highway Fund. As you can see the A
Account is Salaries and Wages, increased 25,000 and that's for seven
employees. Operations, your B Account actually has gone down 248,000
and you can see later in the analysis down there on page 17-28 there's,
there's Professional Services for the Downhill Bike Assessment, it was a
one-time contractual service for 250,000. And so that's where the
decrease in Operations came from. The third item is Operations Special
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Cost and we talked about this, this morning. Director Young mentioned
the Countywide and how fringe benefits costs, retirement costs and so
forth are charged to the Special Revenue Funds. And this is where you'll
find it and you can see the Highway Fund pays back to the County,
Countywide 1,479,883. In the analysis below you'll see that the largest
item for that is a new item called General Fund OPEB Contribution and
this is where the OPEB, the Other Post-Employment Benefits we
discussed this morning, EUTF. This is where the Department, Highway
Fund is charged for that. Then the other item is Equipment and there's
$51,000 of equipment for two items which I'll let the Department of
Public Works staff answer your questions.
The next program on page 7-10 is the Road, Bridge and Drainage
Maintenance Program. Again Salaries and Wages, our A Account went
up 188,000 that covers 116 employees. Operations increased 474,000 and
there's various items which make up that increase. Probably the largest
one is street lights, Electricity, which you'll see below. And in Equipment
there's 886,000 worth of equipment being requested. And Mr. Leonard
Costa is here from the Highways Division he can answer any questions
you may have on that.
The next program on page 9 of lOis your Traffic Management Program.
Again going through the A, Band C Accounts, Salaries and Wages went
up 28,000, that's for 15 employees. Operations increased a small amount
of 3,500 and the Program is requesting $71,000 of equipment, which are
listed below.
Then the very last program falling under the Highway Fund is on page 1010, it's called your Garage Services Program. Salaries and Wages
increased over '08 for $117,000, that's for 32 employees. Operations
increased 179,000 and you'll see from the analysis below that there's
various items increases and decreases.
Most of it is fuel, fuel
approximately we use a 10 percent increase to work out what the fuel cost
would be. Again it's the best guess scenario. Equipment this program is
requesting two pieces of equipment for 8,500.
Should you have any questions on these four programs and what makes up
the increase in costs, Director Arakawa and Mr. Costa are here to answer
those questions. Thank you.
CHAIR PONT ANILLA: Okay. Mr. Arakawa, comments?
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MR. ARAKAWA: Mr. Chair, perhaps we can take this one at a time. As far as
the Highways Administration Program just briefly, again no expansion
positions are being requested. Director Pablo mentioned there was a
Downhill Bike Assessment and that $250,000 was budgeted last year so
that is already under contract and that study has started. As far as
Equipment we're just basically for a color printer and some Heart Start
defibrillators that will be used out in the field. And the total Equipment
request under the Admin side is $51,000.
CHAIR PONT ANILLA:
Thank you.
Administration Program?

Member Baisa, questions on the

COUNCILMEMBER BAISA: Pass, Chair. Thank you.
CHAIR PONTANILLA: Thank you. Member Johnson.
COUNCILMEMBER JOHNSON: No.
CHAIR PONT ANILLA: Member Medeiros.
COUNCILMEMBER MEDEIROS: Mahalo, Mr. Chairman. Just a question, you
mentioned, I noticed you said Heart Start because I read head start, I
thought this was having to do with the school. But where would the
defibrillators be placed?
MR. ARAKAWA: It's basically be placed out in the field. They're going to be
placed at each of the six highway districts. There's a Traffic Signs and
Marking section, Traffic Signal section and also one for the Highways
Administration area.
COUNCILMEMBER MEDEIROS: Okay. This is the, the same defibrillators
we're talking about or this, like to, you know, start the heart up again?
MR. ARAKAWA: Yes. Yes.
COUNCILMEMBER MEDEIROS: Okay. And when you say placed in the field,
what does that mean?
MR. COSTA: Part of it is, is within the, the offices-COUNCILMEMBER MEDEIROS: Oh the district ...
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MR. COSTA: --would be a convenient, as convenient locations as possible. We
cannot fully say where is the best locations for them. Typical here in the
building is kind of cut and dried because you can place it conveniently
within a building. In our Maintenance Division we have three islands so
we have to divide them upon the different islands and as convenient as
possible. Typical as you know Hana works sometimes with split crews,
some in, as far as Keanae this way and as far as Ulupalakua area in the
other end which is about 40 miles apart. So obviously, you know, one
defibrillator at the office, main office is not going to work. At the, again,
just trusting that it does work for us, we did save one life already within
the last year.
COUNCILMEMBER MEDEIROS: Yeah. I think they're a great idea. So when
the crews out to go work in the far areas of the district, they would take it
with them?
MR. COSTA: Yes.
COUNCILMEMBER MEDEIROS: Okay. That, that, that's excellent. Thank
you, Department. Mahalo, Mr. Chairman.
CHAIR PONT ANILLA: Thank you, Member Medeiros. Member Molina.
COUNCILMEMBER MOLINA: Thank you, Chairman. Just one question for
the, from the Special Revenue Fund for the Supplemental Transfer for that
bikeway, now those monies are going to be used for Baldwin, I presume,
Baldwin Avenue bikeway?
MR. ARAKAWA: No. That is for the bike tour study.
COUNCILMEMBER MOLINA: Oh. That type of. ..
MR. ARAKAWA: From the top of Haleakala down to wherever, but it's
basically on County as well as State roads that, that that study will be
looking at and how to deal with the whole issue of bike tours.
COUNCILMEMBER MOLINA: Okay. So that's for the bikeway, 'cause I
noticed you got one here for Supplemental Transfer Bikeway then the
Professional Service, Downhill Bike Assessment. I'm just trying to get a
clarification on that. So again that will be, yeah, if you look at seven
before, under Operations, yeah page 6 of 10, sorry.
MR. ARAKAWA: I'm sorry?
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COUNCILMEMBER MOLINA: Yeah. Page 6 of 10 under Administration
Program, yeah, for Highway. And I'm just trying to get an understanding
of the difference between the two, I guess if, Mr. Director.
MR. PABLO: Let me see if I can explain this. There's, there's two items
regarding the bikeway and one is a Special Revenue Fund supplemental
transfer to the bikeway. This is a transfer from the Highway Fund to the
Bikeway Fund and that's what I think what you're referring to. Where we
try to get the Bikeway Fund up to $300,000 per year so that it would cover
any bikeway type repair cost and planning if you go with that. So, so
that's where it went. There's 250, let me see, it's actually 241,000, that's
to make up the difference between 300,000 and what we were able to get
from bike tags and registration and so forth.
COUNCILMEMBER MOLINA: Okay. Yeah. That was my question -MR. PABLO: Yeah.
COUNCILMEMBER MOLINA: --the 241. Okay and then I think the other. ..
MR. PABLO: And then you'll, you'll see it tomorrow when we cover the CIPs,
you'll see that there's two projects coming out of the Bikeway Fund.
COUNCILMEMBER MOLINA:
Okay.
clarification. Thank you, Chair.

All right.

Thank you for that

CHAIR PONTANILLA: Thank you, Member Molina. Member Victorino.
COUNCILMEMBER VICTORINO: So, so, so to be correct, then that 250,000
for the Downhill Bike Assessment is not the same funds?
MR. PABLO: It's actually two, two different items. One is a transfer from the
Highway Fund to the Bikeway Fund to cover bikeway projects and CIPs.
And then the other one here, that was a contractual arrangement, which the
Public Works arranged for a study which is ongoing right now.
COUNCILMEMBER VICTORINO: Okay.
MR. PABLO: It's, it's two different items.
COUNCILMEMBER VICTORINO: So two different items all in, in ...
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MR. PABLO: Yeah.
COUNCILMEMBER VICTORINO: Okay. But that, yeah I agree that was kind
of confusing, that was my question. The other question I had was the, the,
I lost my place. Oh. The highway, the General Fund, on the General
Funds, Highway Debt Service which is on page 17, yeah, 17-28. Okay.
And that's on page 6 of 10 but, you know, 17-28, that page. You know, I
see a jump of nearly, it says over here 216,000 but my math doesn't come
out that way and I'm sorry I'm not the smartest person but -MR. PABLO: Yeah.
COUNCILMEMBER VICTORINO: --if! go from 1,786,000 to 2,000,300 that's
not 200 and, am I right or is that one just ...
CHAIR PONTANILLA: It's a little over 200.
MR. PABLO: Yeah. The difference?
COUNCILMEMBER VICTORINO:
2,000,300 is only 200?

The difference between 1,786,000 and

CHAIR PONT ANILLA: Two hundred thousand.
MR. PABLO: Yeah, 216, it says 216,698.
COUNCILMEMBER VICTORINO: Okay. Wait. Hang on, I'm sorry, I'm not
the, so I'm going to do this with a calculator because I no trust myself
yeah. So, you know, just so that everybody and I guess you're right, it
didn't seem that way, it seemed like a larger than that. Because if you add
1 million, yeah, okay. Okay. I guess my math's not so good already, I
waited so long I forgot that. Okay. I apologize. So you're right it was
216 and I thought it was different but, you're right. Sorry, Mr. Pablo.
MR. PABLO: No problem.
COUNCILMEMBER VICTORINO: Thank you, Mr. Chair.
CHAIR PONTANILLA: Thank you, Mr. Victorino. I just have a fast question
regarding this Heart Start Defibrillators. The one that the Fire Department
had requested 30-somewhat, is this something only for the Department
itself, the 18 that is being requested? Because the Finance Director
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indicated to us that the Heart Start Defibrillators were supposed to be
located in areas where, you know, we have high public visibility.
MR. COSTA: Yeah. The, the Public Works ones that you have here in the
buildings like this is used for the field. This one is not for the Department
but specific for the Division of Highways. Highways are the people that
are out in the field a lot, so we thought it not only valuable for our
employees but saving other peoples lives as well as we go out in the
community. So we're playing the, pretty much the, pretty much the good
guy. There was a couple instances in the past where we did utilize the
Police defibrillators in their vehicles with our trained personnel from
Highways to, to utilize these things in the field. So if they're in the
vehicles then it's convenient.
CHAIR PONT ANILLA: Thank you. Thank you for that clarification.
COUNCILMEMBER VICTORINO: Mr. Chair.
CHAIR PONT ANILLA: Member Victorino.
COUNCILMEMBER VICTORINO: One more quick question. And, and
because my colleague Mr. Mateo is not here I want to ask this question.
Under New Equipment there's for Road Maintenance for Molokai a D-6
Bulldozer and that's on the second page behind, on 8 of 10.
MR. ARAKAWA: Yeah. We will get to that, Councilmember Victorino, in the
next ...
COUNCILMEMBER VICTORINO: Oh, we're not doing that yet. Oh. Okay.
Sorry.
CHAIR PONT ANILLA:
Okay.
Members, any more questions for
Administration Program? If not, we'll go to the next program which is
Road, Bridge and Drainage Maintenance Program. Mr. Director.
MR. ARAKAWA: Thank you, Mr. Chair. There are a couple of things I wanted
to, several things I wanted to mention with regard to this particular
program. First thing I wanted to bring to the Committee's attention was
under, in the Operating budget under Drainage Maintenance, this is index
code 916387. We, we would like to request an additional $75,000 in this
index code basically to do lao Stream maintenance. We are already in the
process of trying to comply with Corps of Engineers directives to upgrade
the stream to new minimally acceptable standards. And the standards that
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the Corps has set has changed after the New Orleans levy break of several
years ago. So our crews are out there now trying to bring it up to the
Corps new standards. And we may, well we will need some money to, to
do that and so we're asking this, for $75,000 to do, to supplement the
work that we're doing. We would request that it could be placed, $25,000
each within the sub objects of Construction Materials, R&M
Services/Contracts and Rentals.
So for Construction Materials the request would be to have that sub object
be 38,100, R&M Services/Contracts the request would be to have that at
46,000, and under Rentals the request would be to have that at 35,000. I
would like to call your attention to the last index code 916825 this is the
Wailuku Off Street Parking Lot and here you might notice under
Services/Contracts it goes from zero in '08 to $100,000 in '09. In here
also we're requesting for $100,000 to hire a contractor, a landscape
contractor to maintain and keep clean County parking lots, not only in
Wailuku but also in Lahaina, Paia, and Makawao. So we would request
that this index code actually be renamed to County Off Street Parking Lots
as opposed to just the Wailuku Parking Lot. And basically the County
parking lots now, as far as the landscaping is concerned it's, again
generally un-maintained and we would like to hire a contractor to kind of,
at least do some minimal landscape maintenance to keep it presentable.
The last thing I wanted to bring up is in the Equipment section, I know the
Council, Committee usually has some comments about equipment. But
the equipment we have, additional request is for Lahaina. There's a Truck
Tractor you'll see on page 17-42 for Road Maintenance - Lahaina. And
that request is for $110,000. We would also like to request a Lowboy
Trailer along with that because the intent is basically to haul equipment
within the Lahaina district and not depend on the other districts for this
equipment. And it'll, it'll allow for more efficient use of the district's
time. So the Lowboy Trailer is an additional $60,000. So that concludes
my comments on this section.
CHAIR PONT ANILLA:
information earlier.

Thank you, Mr. Arakawa.

I wish we had that

MR. ARAKAWA: Yeah, I apologize for that.
CHAIR PONT ANILLA: You know, you mentioned a lot of equipment that is
being requested and additional funding for some other ones. If you could
provide us in writing those requests --
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MR. ARAKAWA: Okay. We can do that.
CHAIR PONTANILLA: --we'll help you find that. Members, any questions
regarding Road, Bridge, Drainage and Maintenance Program? Member
Baisa.
COUNCILMEMBER BAISA: Yes. Just a question that may be obvious. It's
about decreases in Road Patching Materials. In lots of the sections there
are substantial decreases and then there are a couple of increases in Hana
and Lanai. And, you know, we're always being called about potholes and
we have a lot of weather related things like that. So I'm wondering what
the, why the decreases?
CHAIR PONT ANILLA: Department.
MR. ARAKAWA: Councilmember Baisa, actually I think these are, the request
in '09 are kind of like... (end of tape 5B - 4:23 p. m.). .. or like a, a
balance. If, if of course the Council sees fit to appropriate additional
money for road patching, I mean we can certainly try to accommodate
that. But it, basically we looked at what our, our expenditures were in '07
and it was a balance between expenditures and the, the past year's
appropriations.
COUNCILMEMBER BAISA: Is there an issue with getting the potholes filled?
Because you know it, it, I know what you spent is what you spent but
could we spend more? Could we have spent the appropriation? Because,
you know, we get a lot of complaints about pukas in the road.
MR. COSTA: We get a lot too. One of the bigger problems that we have is
basically, is related to oil as well. One of the major components in, in cold
mix and hot mix is the asphalt. Asphalt is a rarity sometimes here on
Maui with the kind of construction that's been going on with the State and
other major, other major projects in here when the Highways Division
would go down to, to gather these things it's not available. We could
stock it but it has a shelf life so we don't want to overstock, we usually
purchase as needed basically. Potholes is, is a way of life here in Hawaii
especially in the Up country roads where, where there is no base course.
Up country roads was at one point in time agricultural roads which were
created with materials available. A lot of it being red cinders, red cinders
does not make a good base course, with the kind of equipment that runs on
the roads Upcountry now with fully loaded cement trucks and, and tractor
trailers that's traversing these streets if you notice sometimes after it rains
it bleeds. And it bleeds red, red cinders. So it's a problem, it's
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problematic to, to keep up with these things. It's going to be a fact of life
until we get these roads at least to some sort of standard and, and
maintenance wise. But again bigger problematic is to get the patching
materials when needed, it's not always available. We do stock though and
we maker sure we max out when we go out and patch those holes.
COUNCILMEMBER BAlSA: Thank you. I asked the question because, you
know, a lot of the constituents really, probably do not understand your
limitations. I understand the batching plant can only put out so much.
And so I think it's important that we let them know that it isn't that we
don't want to do it but you only can work with what you have. Thank
you.
CHAIR PONT ANILLA: Thank you, Member Baisa. Fast question. Besides
resurfacing, are there, are, other ways to do preventive maintenance to
assure that County roads remain Ill, in acceptable condition?
Mr. Arakawa.
MR. ARAKAWA: Mr. Chair, you're correct. Actually that's, if there's one
theme in our request this year it's actually trying to take care, take better
care of the assets that we have. And you're right, in terms of roadways we
really don't want to get to the point where you gotta fill potholes and
where the road is so potholed that you just have to resurface the whole
thing. Road maintenance like anything else it's sort of like maintaining
your car, you got to take care of it over time or else, you know, the, the tab
that you'll pay if you wait is going to be greater than if you did some
preventive maintenance. So one of the, I know in, in past years this has
been a Council question as well, what can we do to kind of stretch our
dollar. And we, we can do, for instance minor patching in-house, we
would need of course equipment to do that. The minimum is probably
like, at least a paving machine and maybe a milling machine to kind of do
patches of small stretches of road that may be deteriorating. And catch
severe problems before it actually gets to like the pothole stage so we can
kind of repair it rather cheaply rather than waiting until it gets worse and
worse the base course gets bad and, you know, shoulders get eroded and
then it's more, a lot more expensive. So that's possible, but we would
basically need additional equipment to, to do that kind of preventive
maintenance.
CHAIR PONT ANILLA: Estimated cost would be what?
MR. ARAKAWA: Roughly, roughly you're talking about paving machine of
about $210,000, roughly about there. Milling is about 100,000.
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CHAIR PONTANILLA: Thank you. Yeah, you're right we've been talking
about having our own crews do the spot patching as well as repaving and,
you know, maybe that's the way we should go, save some money.
Member Johnson.
COUNCILMEMBER JOHNSON: Yes. And this is the area, thank you for
getting into it because I know that one of the comments that have been
made earlier, I believe it was by Finance Director when I asked, or
perhaps it was even the Mayor when the budget first came down was
about exploring the possibility of actually doing our own paving division.
And so I believe she described some of the analysis that had gone into the
wisdom of doing our own paving and actually going out and doing some
of the roadways that we just seem to be waiting forever for. So is there
anyway that we can get the materials direct from suppliers on the
mainland as opposed to just, you know, having to wait in line with all the
other construction projects? Or are these only delivered to certain key
distributors in the State?
MR. ARAKAWA: Councilmember Johnson, there is basically only one batch
plant here on Maui and it's privately owned. And like Councilmember
Baisa mentioned there's a limited supply. So we have to work with, with
that, that's the existing situation. If the Council wants to look at
increasing our in-house paving capability, we'd basically still have that
constraint and so at least our initial thought is we can at least start small,
see if we can do a lot more preventive maintenance to make our roads last
longer and get hopefully better bang for our buck that way. And basically
leverage the kind of, the limited supply of asphalt that's coming out of the,
the batch plant.
COUNCILMEMBER JOHNSON: Now who, who runs the batching operation
here in Maui County?
MR. ARAKAWA: There is, there's basically one company that does that, it's
Maui Paving that does that and they're basically the one paving contractor
that's here on Maui as well.
COUNCILMEMBER JOHNSON: And, and what, what is the difficulty I guess
in running this type of batching operation? Because I'm not in that
industry so I really don't know what the challenges are. Is it that they
have an exclusive contract or they have a non-compete or can you shed
any light on that?
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MR. COSTA: Just to give you an idea of what it takes to batch a piece of asphalt.
There's different types of asphalts. Asphalt lasts depending on where your
source rock is, the moisture content of the rock needs to be a certain,
measurable in deficient, so before you can add the asphalt so it won't hold,
it won't stick. And most asphalt needs to be put down hot as certain
temperatures. So these are some other constraints that if we're going to go
into totally doing our own we have to, we probably manufacturing our
own rock on different sizes, we'll have to be monitoring the moisture
content which means added personnel to do that. We also need a source
of all these materials to do that, plus we need storage and places to
manufacture these things. Lot of it are, takes quite a bit of space.
So these are some of the limitations that we get at trying to, to go into
totally our own paving and totally be independent in that sense. So we
will depend on private contractors as well even in the future. As Director
Arakawa had mentioned too we, we need to look at new directions and
one of the things that we talked of doing is starting slow, getting smaller
paving machines rather than doing major road pavings, then take out the
rutted sections, mill them out, re-compact underneath and then repave that
section only and then not being in trouble with the unions or with the
private contractors, or in competition with them, leave them to do the
major paving with CIP projects.
COUNCILMEMBER JOHNSON: Yeah. And, and that's really where I think the
Mayor when she spoke about that particular issue, where, you know, we
were going that right now because there were other non-compete, I guess
requirements that's what she was looking at. But I guess what, what my
question is too is that if we're having difficulty and we have only one sole
source provider which really holds us and of course the public hostage as
to, you know, what's taking place. What's to prevent us from going out
and saying we want our in-house projects or we want a certain number of
projects done and then go out on an RFP and solicit bids for somebody
that will really provide that service to us for our projects? I'm not looking
at doing private, you know, projects for other, you know, hotels or
whatever. But just doing our own work. Is there any problem with trying
to use that approach?
MR. ARAKAWA: Well there is basically only one supplier now. If there is
another company that wants to come in we would certainly welcome that.
In fact the current company Maui Paving was a consolidation of two
separate companies. And at least from our standpoint with two companies
we felt that there was at least some competition out there. But if there is
another company that decides to provide that service we would certainly
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be able to, you know, use it and hopefully it would be priced at a more
competitive basis. One other aspect of this whole road condition thing
that I, you know, would like to bring up is that we have also looked at
possibly using other roadway surfaces besides asphalt and that's of course
something like concrete. Concrete traditionally has been quite a bit more
expensive than asphalt but with the asphalt prices constantly going up it's
becoming more competitive. And we are looking at doing more concrete
work in the future, concrete will of course last longer, it costs more but it
also lasts longer than asphalt.
And there are also some other alternatives we are also looking at, maybe a,
I'm not sure if it will pan out yet but others, there's this enzyme
technology basically which, basically is like, you, basically milling a dirt
road. And the enzyme is basically like a glue that holds together the dirt
or the gravel and it provides at least a temporary, more of a rural type of
surface, you know, for certain types of roads. That's also a lot less
expensive than asphalt or concrete. But it may be appropriate in certain
types of situations too. But we are looking at other avenues to kind of
stretch our dollar and provide better road conditions.
COUNCILMEMBER JOHNSON: And that's like some type of epoxy material?
MR. ARAKAWA: It would be something like that, it would be, you'd have to
mix it up with the gravel or dirt and then let it set and then it'll be
something like, yeah, something like soil cement, I guess, is the best way
you could describe it.
COUNCILMEMBER JOHNSON: And, and, you know, like gunite or other
things are not suitable, you know, that's more for stabilization of rocks
and that type of thing?
MR. ARAKAWA: No. Gunite, gunite generally is not used for roadways per se.
COUNCILMEMBER JOHNSON: Okay. And, I'll ask my question again. Is
there anything that would prohibit us from going out on a request for a
proposal to actually look at doing our projects that we specifically have
and having a private firm come in on a competitive bid basis offering
some kind of incentive to do our in-house work? So in, in other words I
know you went out to bid for the projects like you do but I'm saying an
omnibus bid to say run our paving, you know, component. Which right
now we don't have, you know, a whole paving division. But some, some
entity to come in and actually do this on a large scale basis and not do it
on a project by project basis.
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MR. ARAKAWA: Yeah. Actually our, our resurfacing contract in '08 is being
done, something like that. We've bundled the contract in the hopes that
we'll have perhaps additional competition in the bid. But that remains to
be seen whether or not that will work.
COUNCILMEMBER JOHNSON:
Mr. Chair.

Okay.

Thanks very much.

Thank you,

CHAIR PONTANILLA: Thank you, Member Johnson. Member Hokama, you
had a question?
VICE-CHAIR HOKAMA: Thank you, Chairman. I was listening to the
conversation, today's been a challenging day for this County is what, is
what I'd like to just share with my colleagues. Very challenging day for
some of our Members, which I would say you need to watch the news this
evening. But anyway, Chairman, I understand the Departments difficulty
and I heard Mr. Costa share some of the realities of the environment out
there and, and, you know, I appreciate what they share because not only
do we get calls, I'm sure they get a lot of calls regarding potholes, when
are you going to resurface my street, the grass is growing already between
the asphalt cracks and whatnot, we all hear it. And again we, you know,
we are all aware of less competition out there regarding private
contractors. So my, my issue is I'm happy to hear that the Department is
at least looking at options. And again you're constrained by collective
bargaining agreements of what you can and cannot do. We appreciate
that. But I would hope that one of the ways is eventually moving to have
us a little bit more self sufficient in, in our highway requirement. It's part
of our I would say major program areas that we are responsible for,
Mr. Chairman, under County road systems. And I am opposing attempts
by the Legislature currently and I just signed a testimony that would, that
the Legislature is trying to dump on the County of Maui, jurisdiction and
responsibility for all government roads that we have contested title with
the State of Hawaii and they want us to now enforce and do their job on
this government roads discrepancy that we have on every island in this
County.
But I want to get back to, to saying that, you know, this is a good year for
us to look at doing things different, especially with our financial
situations, gentlemen. And I feel that if that be the case even a pilot
project for us to do just the maintenance portion instead of the major
surfacing of new roads but how we're going to approach the maintenance
of existing roads and resurfacing of those roads. For me I am very open
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and I tell you why. 'Cause being on Lanai you are well aware you have
encumbered a lot of money through the appropriations we have provided
and we are still waiting to have the resurfacing done. And we hear the
same thing that they tell you, we're busy, we have other projects. Well I
hope those guys that are running those companies know they got to
hopefully live, who do live in our County know they got to come back
their house which is on a County road more than likely. You know, so
they can appreciate our situation.
My question to Mr. Pablo is as I look at the resurfacing numbers for Lanai
and I know Molokai has it and East Maui, these numbers I assume you can
substantiate because by State Statute whatever fuel tax is collected on our
specific islands must return to our islands. And so I'm just asking that,
these numbers reflect the true collection of fuel taxes in, on, like for Lanai
on page 29-12 that that is what we have been paid and that is what is now
being returned to Lanai under Highway Fund?
CHAIR PONT ANILLA: Director.
MR. PABLO: Chair Hokama, the amounts which we have allocated for road
resurfacing was done on an allocable basis, based on last year's. We did
not match it up with the fuel tax which you're referring to.
VICE-CHAIR HOKAMA: Okay. I would, Chairman, I would ask that we try
and verify this, this is not an ordinance, this is a Statue Statute that we
need to be in compliance with. I think we brought it up, I brought it up
couple years ago, or maybe it was last year. But I bring it up with each
Administration, it is something that is required by State law that that is
how we, the Legislature assisted small rural communities, small rural
islands to deal with the requirements of the road program. So I would ask
if we can verify that. I can tell you I haven't seen less gas consumption,
Mr. Pablo, even if we paying close to $4.70 a gallon for regular unleaded
on Lanai, right now. And I know the fuel tax hasn't changed, so, so with
that then comes my next question, gentlemen.
You are aware and I don't know if you heard earlier, Director Arakawa, of
my concern about the General Fund subsidy for the Highway Fund. Well
Budget and Finance gave us a overview this morning and part of that
overview was the transfer of funds regarding the various departments and
so under your, under your jurisdiction is of course the Highway Fund.
You have been removed out of the concern regarding the solid waste so
that's now another director's issue. But under the Supplemental Transfers
to the Highway Fund for this year the Mayor is asking for about
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$4.4 million of General Fund subsidy to make the Highway Fund whole.
So, is the issue simply because the County fuel tax is not raising the type
of revenues that the division was anticipating to get? Are there changes in
your projections on the calculations that we do every six months on the
amount of revenues we are getting and that is there's some kind of
changes that we're not aware of? Is there something you could enlighten
this Committee regarding this situation of that General Fund subsidy
please?
MR. PABLO: Okay. Maybe I could answer that question, Chair Hokama. The,

the Department of Transportation and, and Director Young alluded to that
this morning. The Department of Transportation is requesting about
6.5 million for the bus services. And the bus services do come out of the
Highway Fund and this has resulted in the supplemental transfer of
roughly 4.1 million to cover that.
VICE-CHAIR HOKAMA: And, and, you know, Mr. Chairman, we're going to
need to have, you know, whether it's this afternoon or a different part of
your, your budget schedule to have this philosophical discussion because
we are going to need to make a financial decision. And I can tell you this
happening nationwide. I see it on national committees and forums that
this is not unique to Maui. But the mainland and part of our colleagues on
the mainland, the 48 states approach is that we need to also consider and
getting revenues from those that do not purchase fuel. Because right now
everything is by who buys gas but there's many people who will be the
beneficiary of the transit program that doesn't pay into the system to pay
for the transit option. And so for many they're looking at how to get
revenues, a fair share of revenues from that component to help offset
because it doesn't diminish the need, Mr. Costa, and, Mr. Arakawa, to still
resurface existing roads and that cost does not stay static, that keeps going
up.
So I can appreciate their predicament but this is something we're going to
need to talk about, Chairman, is how we're going to generate some
additional revenue outside of the Highway Fund to take care of the transit
or the Department of Transportation needs, you know. And if, you know,
and one of the answers may be we need to consolidate departments again,
because why we're spending so much money on overhead to administer,
what are we talking about, one five employee department. You know, we
might want to look at what Honolulu did couple years ago, they
consolidated departments for reduced overhead. We have continued to
expand departments, I would rather give Mr. Arakawa additional deputies
and have his department be responsible for what he was from the, from
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previous days, I won't say old days 'cause that dates me, but previous
days. I think Mr. Costa can appreciate, he's been around here for a while
too.
But the operational day to day things haven't changed that much even if
we changed department titles and we changed department heads. The
responsibility of this County still remain pretty much the same, Highways
still has to perform, Engineering still has to perform, Solid Waste has to
perform, Sewers has to perform, you know, those kinds of things. I'm just
trying to say that I think there's some ways of efficiency we need to
review whether it be through off budget sessions, performance audits,
whatever it be, cost of government committee. There's definitely got to be
different ways that we can at least consider to stretch the taxpayers dollar,
Chairman, 'cause it's very few and limited this year. You know, we, we
going to keep saying that the whole budget review, limited and far
between on revenues.
So again as far as the Highway Fund though, Mr. Arakawa, Director, are
there adjustments you would propose to us to reduce this? Because I'd
rather be upfront, yeah, and use the Highway Fund for the County's roads
and consider General Fund to take care DOT's requirements right now.
Because I can make the connection, justification why those Highway
Funds paid from the gas tax goes back to the road program, Maintenance
and Improvement Program with the existing structures and laws. And I
would be open to a General Fund subsidy or grant or whatever we want to
call it this year, grant in aid to, to transit and Department of
Transportation. Any comments?
CHAIR PONT ANILLA: Department.
MR. ARAKAWA: Councilmember Hokama, I, I am not so much in charge of the
revenue side, I have complaints, we just try to deliver the product per se.
From our side we're, I mean we just try to deliver the service, hopefully
in, at the most efficient way we can. We are, of course, somewhat aware
of all this issues with declining revenues, even as you know Federal
highway funds are in danger of being cut to some extent as well in the
future.
VICE-CHAIR HOKAMA: I hope they gave you the same information I got three
weeks ago. The Federal SAFETEA-LU program is in $10 billion short of
projected revenue requirements, $10 billion short. The donor states are
making a huge argument to get back a bigger share of the formula. Which
means a donee state like Hawaii, thank goodness for the word earmark, we
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can hopefully weather this storm. But the Federal pot of money is
$10 billion short, we are not going to make it through the authorization
period unless something drastic happens. And one group of proponents is
asking that the Federal gas tax rise by 31 cents per gallon, that is just for
the Federal requirements, 31 cents per gallon increase. Okay. So for me,
Lanai I'm looking at maybe $6 by the end of the year if we have this kind
of mentality, easy $6. The problem with me is that doesn't stop at $6.
Okay. On Maui I expect it to go over $5 before the end of the year and
again the problem is it won't end there either.
So I'm posing maybe questions that you, you have no answer for but I, I
oppose it because we need to work on this together. And if the Feds are
going to be short then I'm assuming unless we come up with more money,
some of this STIP projects may not be happening because the Feds won't
have the money potentially to provide that big chunk of Federal dollars.
So whether it be a bridge in East Maui, the road for Public Works on
Molokai, Kaunakakai, Central Molokai, resurfacing on Lanai, not
resurfacing, but anything new I'm concerned about. Because with that
SAFETEA-LU money from the Feds, it impacts transit also, the Federal
Transit Authority. And I just sharing this because I think we need to be
educated in making these hard decisions moving forward.
MR. ARAKAWA: Council Member, we're aware of the general trends and as
you've pointed out it's quite a big concern. Primarily the decline in fuel
tax revenues overall I, I suppose could be traced to not only higher gas
prices but just the need, the desire of consumers to switch to more fuel
efficient vehicles, hybrid vehicles and so on and so forth. So if they do
that of course, you know, they're going to be paying or buying less, less
gallons of gas which means the fuel tax revenues go down ultimately.
From our side, it is a huge concern so we are aware that we, we just need
to make our operations here, 'cause the complaints will not cease from our
side.
VICE-CHAIR HOKAMA: We understand that.
MR. ARAKAWA: So we just need to make it as efficient as we can to provide
the best service that we can given, given the money that, you know, we are
given. I mean that's, that's the best we can do.
VICE-CHAIR HOKAMA: Have you folks at least considered, maybe not ready
for proposing to Committee, but different ways of trying to collect
revenue? Japan looks at engine size and they sell, they do license plate by
different colors because it kind of .. (end of tape 6A - 4:53 p. m.). .. the
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smaller the engine, of course you pay less, the bigger engine you pay a
hell of a lot more. There's another way, since Mr. Costa did bring it up
and I would agree with him should we do a gradual schedule on weight of
vehicles or size of vehicles 'cause we all know one semi truck going up
and down one, one lane road, neighborhood road makes a lot more impact
on that road than, you know, a sedan or electric car just by weight. So,
has, have you folks at least considered the various options of how we
would make some of this changes in the fuel tax source?
MR. ARAKAWA: No. We, we really haven't looked at that too deeply. We
have worked very closely with at least the County DOT. We support the
increase in the County Bus Service because obviously the more people
that you can pack in those buses, you know, the less vehicles we'll be
having on the road which lessens or overall need to widen or do new
roads.
VICE-CHAIR HOKAMA: But we still got to maintain the road though.
MR. ARAKAWA: We still have to maintain the existing roads, that's correct.
But the buses I think, the bus system is a big, big plus for the County and,
you know, from our side we've worked with them as far as trying to work
on their routes, working with them on establishing bus stop shelters and
just trying to make sure that their service dovetails with, you know, the
County and the State roadway system as well. And like I said I, I think
that's a very, very positive thing for Maui County.
VICE-CHAIR HOKAMA: Okay. Director, Mr. Costa, thank you very much this
afternoon. Thank you, Chairman.
CHAIR PONT ANILLA:
Thank you, Mr. Hokama. Members, any more
questions for the Department? Member Medeiros.
COUNCILMEMBER MEDEIROS: Mahalo, Mr. Chairman. And since we don't
get to ask the Highway Superintendent Costa who's here today questions
I'd like to direct my next questions to him because of his familiarity with
the districts and on a daily basis I know he's in the field with the different
districts. I think there was consideration of budgeting for a new position
and I don't see it under Road, Bridge and Drainage and it may be under
something else that I missed. But there was consideration for some kind
of inspector to enforce the frontage maintenance because I know that's
one of the things that the districts have to do that is very cumbersome and
it's a long process involving letters and all of that. Is, have you folks
considered that in the budget?
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MR. COSTA: Yes, we have.
COUNCILMEMBER MEDEIROS: What is it under?
MR. ARAKAWA: Councilmember Medeiros, it's under Highways Admin,
Construction Inspector II.
COUNCILMEMBER MEDEIROS: Okay. Because in the report that the Budget
Director gave us it's not under construction, I mean under Administration.
So I guess it's in the details?
MR. ARAKAWA: Well it's not an expansion position, actually, this was in the
'08 budget. It is not filled, however, it is currently at DPS. That has been
somewhat of a challenge to fill that particular position because of the
construction environment but we are hopeful that we can get someone and
because, you know, construction seems to be moderating somewhat so.
COUNCILMEMBER MEDEIROS: Right. Now was there a position being
considered as far as assisting the districts and the, I guess the
administrative office with compliance and possibly citations for frontage
maintenance?
MR. ARAKAWA: This is the position that we're talking about.
COUNCILMEMBER MEDEIROS: That's the position?
MR. ARAKAWA: Yes.
COUNCILMEMBER MEDEIROS: But it's called a Construction Inspector?
MR. ARAKAWA: Construction Inspect II, yes.
COUNCILMEMBER MEDEIROS: Okay. So you're in the process of trying to
get that filled?
MR. ARAKAWA: Yes.
COUNCILMEMBER MEDEIROS: Okay. That's good to know. This is maybe
for the Director then, you were talking about improvements or changes to
levies because of the consideration of what has happened in Louisiana and
so forth. Has there been a request to Corps of Engineers for funding for
those improvements? Because I know when they built Kahoma stream
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flood control the debri basin had no access and we, we built the access
ourselves but they came behind and put a, a final access which they paid
for. So I'm wondering, is money available from Corps of Engineers to
make these improvements?
MR. ARAKAWA: Councilmember Medeiros, basically the activities that are
being undertaken now by the Highways Division are basically what you
would classify as maintenance and repair types of activities to bring it up
to what the Corps classifies as a minimally acceptable standard. The
Corps and the County are working together on a major CIP project for the
section of lao Stream between Market Street and Waiehu Beach Road.
And that's in your six year CIP and the Corps will be financially
participating on that project. But that's not in Fiscal Year '09, that's in the
future, I think it's 2010. So the design is being requested at this point.
COUNCILMEMBER MEDEIROS: Okay. So are there any requirements from
the other Federal projects that were originally built or funded by, I guess
they're called Natural Resources Conservation Service, NRCS, used to
be ... are they requiring any changes too?
MR. ARAKAWA: Councilmember Medeiros, actually we can go into that in
more detail once we go into the CIP or, or ...
COUNCILMEMBER MEDEIROS: Okay. Okay. Okay. Then, then let me
follow up with, we're talking a lot about the asphalt and Member Baisa
raised some important questions along with Member Johnson about the
difficulty with just one vendor. And I wanted to ask, Superintendent
Costa, is the hot mix patch truck in Makawao still in existence and use?
MR. COSTA: Yes.
COUNCILMEMBER MEDEIROS:
these equipments?

Okay.

Did the other districts get any of

MR. COSTA: Not in, new equipment, no. We have only one patch truck-COUNCILMEMBER MEDEIROS: Okay.
MR. COSTA: --up in Makawao right now.
COUNCILMEMBER MEDEIROS:
Okay.
And, and maybe for the
Superintendent and the Director, since we can't get the vendor to pave and
patch or I mean, you know, provide hot mix, why wouldn't we be going
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more to this hot mix batch truck? Which according to Makawao that has
the only one in all the districts does a really good job because it's hot
asphalt and not cold mix like it's normally used because cold mix
disintegrates very quickly during the rains and heavy traffic. Is there a
consideration for the other districts to get this hot mix batch trucks?
Because you don't have to buy it from the vendor as far as the mix, right?
It's mixed right in the truck where the aggregates and the oil are put
together?
MR. COSTA: The oil and the materials are purchased pre-made and it's stored in
the truck, I believe it's a six ton capacity, just about three cubic yards,
that's minimal in size. And it's basically to, they call it a pothole truck,
you know, patch potholes and this is primarily its usage. When it comes
to rainy periods of times if you will try to use the correct way to patch a
pothole on rainy days to spend the time necessary to do these on a rainy
day, it won't hold anyway. So, you know, if the roads wet we go in with
our, our temporary patch, which is the cold mix and then in the long run
when it dries out then we go back in with our permanent batches.
COUNCILMEMBER MEDEIROS:
purchased from the vendor?

Okay.

So the materials have to still be

MR. COSTA: Correct.
COUNCILMEMBER MEDEIROS: The asphalt? Okay. Director, on the street
lights on, oh, I turned my page but anyway the street lights, it's, it's, your,
your request is for a little over 2 million for Fiscal Year '09 and that's an
increase of $342,710 from the previous year. Can you tell me why it's
jumping that high when the difference in the two previous years was like
$17,000?
MR. ARAKAWA: Councilmember Medeiros, basically if you look at the request
in '08 compared to the '09 request I guess it's about a 20 percent increase,
is that what you're looking at?
COUNCILMEMBER MEDEIROS: Yeah, '08 to '09 is $342,710, '07 to '08 was
$73,000 increase. That's quite a difference and I just wanted to know
what would be the difference to cause that kind of increase. It's on Details
page 17-40 at the very bottom of the page in index code 916809, subobject code 6120. Yeah, under Street Lights, right. I just wanted to know,
you know, why such a substantial increase from 73,000 to 342,000?
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MR. ARAKAWA: Councilmember Medeiros, yeah, I'm not sure why, you know,
why exactly that percentage increase was selected. I know there are more
street lights that come under the jurisdiction of the County every year.
That was our, basically our estimate as to what's needed in Fiscal Year
'09.
COUNCILMEMBER MEDEIROS: So, so in your estimation we installed that
many additional street lights to cause a $342,000 increase in just paying
the electricity?
MR. ARAKAWA: Well, that would be our request, it's not only the number,
increase in the number of street lights but it's just the increase in the
electricity as well.
COUNCILMEMBER MEDEIROS: Right.
MR. ARAKAWA: If you'll look at what was expended in Fiscal Year '07 it was
$1,633,710, so if you extrapolate that to our ' 09 request that's, you know,
a 25 percent increase.
COUNCILMEMBER MEDEIROS: Oh.
MR. ARAKAWA: Which, you know, is basically 12Yz percent a year, roughly.
COUNCILMEMBER MEDEIROS: Okay. I didn't see the expended part but
that, that makes sense then that it was up to that. So are there any efforts
or plans to make the street lights more efficient as far as electrical cost
such as the different kind of bulbs?
MR. ARAKAWA: The Council passed the Outdoor Lighting Ordinance last year
so we have the high pressure sodium lights that are generally mandated.
We are required to shield the existing cobra head lights or have the new
lights have flat lenses to insure that the light is directed in a downward
pattern. So there was a previous appropriation of $250,000 to shield the
existing cobra head street lights.
COUNCILMEMBER MEDEIROS: Okay. Yeah. But the shielding is more so
that the light doesn't extend out to the night sky?
MR. ARAKAWA: That's correct.
COUNCILMEMBER MEDEIROS: But I'm asking, is the bulbs more efficient in
electrical costs?
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MR. ARAKAWA: It's more efficient than the previous generation of costs, yes.
COUNCILMEMBER MEDEIROS: And that's the most efficient bulbs we can ...
MR. ARAKAWA: Well that's what was mandated as part of the Outdoor
Lighting Ordinance.
COUNCILMEMBER MEDEIROS: Okay. And finally, yeah, I just want to say
the request for the truck tractor and Lowboy Trailer for the Lahaina
district is certainly something that has been needed for a long time. So I
think that's, I'm glad to see it in the budget. Mahalo, Mahalo,
Mr. Chairman.
CHAIR PONT ANILLA: Thank you, Member Medeiros. Before I call on
Member Molina, just a fast question. In regards to the retrofit for the high
pressure sodium fully shielded, is that number in this particular Street
Lights cost the $342,000 or part of the cost?
MR. ARAKAWA: No. This amount of money is basically to pay the electric bill
for the street lights.
CHAIR PONT ANILLA: Okay. Fine. Thank you. Member Molina.
COUNCILMEMBER MOLINA: All right. Thank you, Mr. Chairman. Just one,
you know, a lot of the questions have been asked that I had. But my
question initially was related to Member Baisa's concern about the
decrease in the materials for Makawao. And I also noticed a decrease for
Lahaina as well. But I just wanted to pass on a compliment to the
Makawao baseyard crew, and Makawao covers pretty much all of
Upcountry. That's Paia, Haiku, Pukalani, Kula as well, if I'm correct.
The folks up in Piiholo and Alaluana Road really appreciate the work that
the Department has done; and, and I took a drive up there the other day. It
looks really, really great compared to what it once was. And I noticed the
road paving machine is off on Olinda right now so I guess that work will
be starting soon. And I know last, if memory serves me correct,
Mr. Chair, last budget session, we set aside I think roughly 200,000. On
the subject of potholes, one major road we always notice, as Mr. Costa can
attest to, is Makawao Avenue. And I think we set aside monies, 200,000
to resurface from I believe Makani Road up to about maybe the, maybe to
the post office or up to the center of town. And I don't know if Mr. Costa
or Mr. Director Arakawa can give us an update on that?
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MR. ARAKAWA: Councilmember Molina, that would be under CIP and I can't,
that was in a previous year so I don't know offhand, I can respond to you
in writing, if you like?
COUNCILMEMBER MOLINA: I guess that would be fine too as well so.
MR. ARAKAWA: Or tomorrow, probably tomorrow when we go over CIP we
can go over that.
CHAIR PONT ANILLA: Members, we do cover CIP tomorrow.
COUNCILMEMBER MOLINA: Good. Okay. No problem. But I just wanted
to pass on the compliments to Mr. Costa and also Mr. Arakawa, job well
done for those residents who live up in Piiholo. Thank you.
CHAIR PONT ANILLA: Thank you, Member Molina. Members, any more
questions in regards to Road, Bridge and Drainage Maintenance Program?
If not, we'll go into Traffic Management Program. Mr. Arakawa.
MR. ARAKAWA: Thank you, Mr. Chair. Under Traffic Management I just
want to mention a couple things, the, it's primarily in the equipment area
that I want to mention to the Committee. The equipment requests for
Traffic, Signs and Markings consists of magnetic cable locator, airless
sprayer, thermoplastic double striper and safety cabinets. And here is
basically just to supplement the work of our Traffic, Signs and Markings
section. They have a big, they have had a very big backlog of work that
they are working, that they are catching up on. And these, these supplies
will help them to do their work in a more efficient manner. Also for
Traffic Signal Lights there's a spread spectrum radio requested, an
electrical generator and pipe thread machine, which helps the Traffic
Signal section to do their work. Just a word about the spread spectrum
radio equipment, this is basically, would be placed at the site itself within
the control box of the signal. And it can be, some repairs, some minor
repairs could be remotely done with this spread spectrum radio like if
lights are blinking or if the, the phasing is malfunctioning, it could be
possibly repaired remotely. So that's the advantage of having this spread
spectrum radio system. So I just wanted to mention those equipment
requests, if you have any other questions about this program, would be try,
we'll be happy to try to answer.
CHAIR PONT ANILLA: Thank you. Members, any questions on the Traffic
Management Program? Member Baisa.
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COUNCILMEMBER BAlSA: Pass. Thank you.
CHAIR PONTANILLA: Thank you. Member Johnson.
COUNCILMEMBER JOHNSON: Is this the one, Milton, that I asked about
earlier with the ordering of trucks, Traffic?
MR. ARAKAWA: No, actually, that's under Garage Services which is the next,
next one.
COUNCILMEMBER JOHNSON: Oh. Well see now you misled me.
CHAIR PONT ANILLA: The next one.
MR. ARAKAWA: Sorry.
COUNCILMEMBER JOHNSON: Sorry. No questions.
CHAIR PONT ANILLA: Thank you. Member Medeiros.
COUNCILMEMBER MEDEIROS: No questions.
CHAIR PONT ANILLA: Thank you. Member Hokama.
VICE-CHAIR HOKAMA: You know, your Lanai crew has been doing very
good work, our Highways crew. You know, their hard work on keeping
the, the drains and culverts workable as well as doing some safety work is
very commendable. So I want to state that to you, Director, and,
Mr. Costa, to let you know that the Highway Division on Lanai has been
performing tremendously especially with the amount of rains and storms
we've had over the last three months. But one of the things that I would
like us to put some extra resources if possible is the replacements of
appropriate street signs. You know, for whatever reason there's some
people that like to take the names of our street signs off our stop signs and
other postings. Especially for Lanai it's, it can be confusing about because
there's still many one-way streets that for the old timers it's very common
knowledge but we do have an influx of new, new residents on the island
that think every road made could be a two-way street and it's not. But I
think to assist us your crew as well as our Police Department, you know, I
would ask that we kind of review our efforts in, in getting those
appropriate signs back up on the proper spikes or, or posts if you will. So
that would be my request as it relates to the Lanai portion please, Director.
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MR. ARAKAWA: Okay. We'll take that into account and just to clarify that we
try to schedule the Lanai work and take care of all of the requests basically
at once. And I believe they are scheduled to go over there Summer, this
Summer.
VICE-CHAIR HOKAMA: And, Director, either you or Mr. Costa. You know,
our young people and I'm talking about our school age population, our
young people have asked me if it's possible for us to do crosswalks
particularly in our commercial area on Dole Park basically between the
commercial properties, the stores to the parking areas. And so one of the
things I need for you to be able to respond to me is, one, is there a
requirement of an ordinance to authorize the implementation of
crosswalks if it's at the end of street blocks or whatnot? If that's not an
issue that's fine. But if the Committee wants a middle of the block
crosswalk in particular at Pine Isle Market toward the paved parking area
at Dole Park, if we need an ordinance to authorize that type of
consideration then I need to know so I can introduce the appropriate
legislation for consideration by the other Council Members. But it is
something that has been asked in our Dole Park commercial area of having
our crosswalks painted or repainted, for some areas would be repainting.
So is this the correct budget area for me to have this discussion, Director?
MR. ARAKAWA: Actually if there's a specific request we, we would prefer to
evaluate that request separately. I know in that Dole Park area from the
commercial sections there are angle parking on the other side. So we'd
want to also make sure that the crosswalk and the angle parking do not
conflict as well. So there may be certain locations which may be better
than others but maybe we can kind of, or if there's a specific area that a
request was made we'd like to take a look at it at least and have our
engineers review it first.
VICE-CHAIR HOKAMA: Okay. And if there is a budget consideration that
needs to go with this then please make me aware so that I can solicit my
colleague's support for such a requirement. Again I would look to you and
your Division to help guide us in this area, please. Thank you, Chairman.
CHAIR PONT ANILLA: Thank you, Mr. Hokama. Mr. Victorino, questions?
COUNCILMEMBER VICTORINO: No questions at this time.
CHAIR PONTANILLA: None? Thank you. Okay. Thank you very much. Any
more questions regarding Traffic Management Program? If not, we go
into Garage Services program. Mr. Arakawa.
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MR. ARAKAWA: Garage Services, basically we have County garages at a
number of locations in Wailuku, Makawao, Lahaina, Hana and Molokai.
And this is the section where we have automotive vehicle procurement as
well. So as far as, it's a generally flat request, very few equipment
requests, basically two laptop computers which are used for automobile
diagnostic purposes. One would be in Lahaina and the other in Hana.
CHAIR PONT ANILLA: Thank you. Let, let me start off with Member Baisa.
COUNCILMEMBER BAISA: Okay. Quick question. What do we do with old
vehicles that we don't want anymore that are still usable?
MR. COSTA: Define still usable. Yeah. Pretty much what we don't want to
happen is basically to accumulate these old vehicles that's barely usable.
If they get to that point already, maintenance costs to repair and keep it
going is, is going to be more, not cost effective. So what we try to do to
get these older vehicles or these aging vehicles out of our way is basically
trade them in. And we don't get enough money for them, I mean they
probably worth a lot more than what we get trade in for. But again we, we
do get it out of our hair, that it doesn't clog up our, our limited space in
our divisions or in our maintenance yards, just sitting there collecting
more rust and not being used. Some of the equipment, now if you're
talking about automobiles, but some of the equipment what we try to do is
at least inform other departments that these will be traded in, that they may
be able to utilize these equipments. We talking about a loader or backhoe,
maybe the Water Department could use that older backhoe for a specific
project that instead of renting they can use it until it's a done deal, yeah,
and then they can deal with it then. But with big, larger equipment that's
what we do, the little cars and automotive we try to trade it in as much as
possible.
COUNCILMEMBER BAISA: Thank you very much.
monuments sitting around. Thank you very much.

I'm not much on

CHAIR PONTANILLA: Thank you. Member Johnson.
COUNCILMEMBER JOHNSON: Oh. I get to ask my question finally. This is
in regard to the ordering or the processing for vehicle orders for all of
Maui County and have we ever looked at another method that may be a
little bit easier for, I guess, on your Department as well as the County for
how we order our vehicles?
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MR. COST A: I know you're still thinking vehicles but in our Division we
basically purchase all equipment as well which means bulldozers and we
need to keep up on the new things that's coming out, the new types of
equipment, from excavators all the way down to these new hybrid
vehicles. Now the hybrid vehicles for instance is, is something that takes
some knowledge about in even purchasing them. Off the shelf they seem
to be cost efficient, but on the long runs if their batteries go within the next
five to nine years it costs about six to $9,000 to replace them. So the cost
savings on these equipment, is it worthwhile? Well time I guess will tell
depends on where the cost of oil is going to go.
But as to procurement methods, we procure vehicles for all our agencies
with the exceptions of the Fire Department and, and Police Department.
But we purchase all the vehicles for the Parks Department. And basically
we're not a clearing house but an agency used to purchase equipment for
them. Our purchasing agent Will, is probably more knowledgeable on the
engine sizes versus the needs, type of transmission, size of trucks, what's
available on options for these trucks. And to a certain extent these
different agencies feed us the information. We gather all this information
and put it in the best package. And a lot of times these best packages go
along with ordering five trucks for Parks, five for, for DSA, five for,
similar trucks by ordering bulk we get a cheaper price. In fact we
purchase by fleet prices rather than the kind of prices the general public
would purchase on. But we have only one agent that does that for all the
County and he will be retiring within the next couple years.
COUNCILMEMBER JOHNSON: Yeah. And, and the reason that I'm asking is
because this is such a specialized or such a constrained kind of I guess job
description, that one of the things that I've gotten feedback over the years
has been the dissatisfaction not with the quality of the work but just that
the length of time that it takes for one individual or a very small staff to do
what is a huge job. So for me I realize that it's kind of difficult, you
know, when you're looking at this but I just really think that some of the
departments I know have admitted that they may have, you know, not put
in things, or they may not completely understood what it was that they
should have requested in the vehicles.
But there is a certain degree of frustration with vehicle replacement and
the length of time that it's taking and also with our National Association
of Counties purchasing power 'cause that's another thing that I know
Chair Hokama has brought back other things that have helped us to keep
down our costs. I really, even if it requires, Mr. Arakawa, or, Mr. Costa,
you know, looking at I guess someway that we could improve or assist
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especially with this individual retiring, this kind of I guess purchasing. I
would really love to see that. And, and even if we have to fund a special,
you know, like an analysis or a comparison or maybe bring in, you know,
efficiency person to see if there are other ways that your department could
do that. I really appreciate it.
MR. ARAKAWA: Okay. Thanks for those comments. And I wanted to make
one correction.
Sorry, that position is actually in Highways
Administration, not in Garage Services. But anyway, sorry. It's
Automotive Services Coordinator.
COUNCILMEMBER JOHNSON: Well, you know, I guess we finally have
gotten it. But it shows me that I'm not the only one that is uncertain about
what goes on in County government. Thank you.
CHAIR PONTANILLA: Thank you, Member Johnson .... (end aftape 6B - 5:25
p.m.). ..
COUNCILMEMBER MEDEIROS: Budget Director's handout on 10-10, page
10 of 10. Under Garage Services Operations and then County Garage
Hana and I see the same happening in the other districts. Was there a
change on sub-object codes or a change in purchase procedures between
Gas, Diesel and Oil and then Gas, Diesel, Oil, et cetera, Reimbursement.
Because seem like there is a minus on all the Gas, Diesel, and Oil. Like
are you getting out of that sub-object code and placing everything in, let
me see sub-object code 6022 and it's, and the other one 6023.
CHAIR PONT ANILLA: Department.
MR. ARAKAWA: Councilmember Medeiros, this is kind of a budget, budgetary
issue. You might recall there's this whole issue about whether the General
Fund vehicles pay for tax and they are Highway Fund vehicles that -COUNCILMEMBER MEDEIROS: Right.
MR. ARAKAWA: --basically pay for gas, I mean. And you might recall several
years ago we ran out of gas in this Wailuku baseyard, that was primarily
more of an accounting issue because as the, there's a reimbursement from,
from the General Fund to the Special Fund or was it the other way around?
CHAIR PONT ANILLA: The other way.
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MR. ARAKAWA: Anyway there's a lag in the payments that come at the end of
the fiscal year. It's not that we didn't have enough money to pay for gas,
it's just that the reimbursement lagged by a month or two. When it came
to the end of the fiscal year, there was insufficient money to basically pay
the bills near the end of the fiscal year. So basically what you look at here
is an attempt to try to keep it basically so that there are, you know, no
reimbursements that need to be made toward the end of the year and so
there will be sufficient funds to pay for the gas and that'll allow for an
actual amount that's needed during the fiscal year. I mean that's, that's
basically it. Maybe the accountants would disagree but it makes it a lot
simpler for the operational folks to, to do that.
COUNCILMEMBER MEDEIROS: So, so when, in sub-object code 6022, '07 it
was for Hana, again, it was 1,347, '08 65,000 and then '09 request 1,500.
The 65,000 is 6022, that's not the Reimbursement Account though, so
why, why is that ...
MR. ARAKAWA: Yeah. I think you need to look at the Reimbursement
Account and the Regular Account as the total gas needs for the district. If
you look at it that way it's gone up maybe from 69,000 in '07, it got
reduced a little bit to 65,000 in '08 and now we're asking for 71,500 in
'09. So it's fairly constant.
COUNCILMEMBER MEDEIROS: So the two sub-object codes, accounts share
a relationship on the accounting and the amounts, I'd say?
MR. ARAKAWA: Yes.
COUNCILMEMBER MEDEIROS:
Mr. Chairman.

Okay.

Mahalo, for that.

Mahalo,

CHAIR PONT ANILLA: Thank you. Member Molina.
COUNCILMEMBER MOLINA: Thank you, Chairman. No, no real, no
questions. I notice it's right around 5:30, supposed to be ending. So it's
been a long day and I know we have a pretty ambitious budget schedule
here so, you know, for me I'm done for the day. And I just wanted to
know our status, are we pretty much on course so far? We're not -CHAIR PONT ANILLA: So far.
COUNCILMEMBER MOLINA: --behind or anything?
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CHAIR PONTANILLA: We get two more minutes actually.
COUNCILMEMBER MOLINA: Oh, go ahead. All right. We'll I'll yield then.
Thank you.
CHAIR PONT ANILLA: Member Hokama.
VICE-CHAIR HOKAMA: You know, my concern is again I hope we are not
underestimating the amount of fuel we're going to need to do a good
operation. And, you know, we see it every week you got to the pump, you
know, you just pray the price going down, you're not sure what's going to
happen at the pump every week you go. So how have we protected the
County from major price fluctuations? Do we have some type of
agreement out there with a fuel provider that says, you know, the County's
gonna commit to 250,000 gallons of unleaded fuel, 200,000 gallons of
diesel fuel, we want a bulk rate. You know how are we approaching to try
and minimize those big spikes regarding fuel costs?
MR. ARAKAWA: We, we basically pay wholesale rates for the gas and diesel. I
don't know exactly how much lower it is than the retail but it is lower than
what you would pay, you know, at your regular service station.
VICE-CHAIR HOKAMA: Regular pump.
MR. ARAKAWA: And of course we don't have to pay the County fuel tax. So it
is a little lower but, you know, the suppliers of course their, what they buy
their fuel at fluctuates as well so we're subject to market fluctuations like,
you know, any other retail buyer as well. It's just that the price we are
paying is a little bit lower than the retail.
VICE-CHAIR HOKAMA: So who are we buying from? Are we buying from
Tesoro, Chevron, or are we buying from the middle guy?
CHAIR PONTANILLA: We put it out to bid. Maui Oil now, yeah?
MR. COSTA: Yeah. I believe we put it out to bid and I think Maui Oil got it
pretty much now.
VICE-CHAIR HOKAMA: Okay. So that is for the whole contract period,
Mr. Costa? And I, you know, you just need to help educate us. So do
they bid on per year? Or they bid in per, every time they refuel us?
What's the general process?
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MR. COSTA: No. I would guess they bid on it per year plus they probably got in
their contract clause that any kind of, for fuel adjustments, same as Maui
Electric and all these other people do. So, yeah, we not necessarily paying
the same price throughout the year. I'm sure they got their clause in there
to. I haven't seen their contract though.
VICE-CHAIR HOKAMA: Okay. I would be interested in, in those clauses, you
know. For me, you know, I hope we've hedge, you know, the utility
hedges some of this things by locking in certain factors so that with
changes in the market, they don't get that, that shocker ticker price, you
know. They've hedged it by agreeing to certain type of contractual
obligations. So I would like to see how the County's approaching this
type of, 'cause, you know, electricity and fuel are two of our biggest
expenses in everybody's departments budget request. Fuel and electricity,
so if you can get that for us please.
MR. ARAKAWA: Okay. We can do that.
VICE-CHAIR HOKAMA: And then, Director, eventually as we work on how
we're going to adjust the County, have you started discussions about the
possibility of relocating the baseyard in Wailuku to a new site? 'Cause I,
I, for people like me I have different future plans for that parcel.
MR. ARAKAWA: The future of that site, well, as you know Solid Waste is also
in that baseyard, Parks is also there. Parks is looking to move out to their
facility at the stadium. Solid Waste has, what is a temporary building, is
supposed to be a temporary building there. But the future of that
baseyard, well, it's basically, probably, we're probably going to run out of
space over there eventually. So I guess the first thing we really want to
take a look at what the eventual use of that baseyard will be through that
Wailuku Campus Space Study which is being contracted to, now.
Whether or not we want to satisfy our office space needs here in this
campus or whether we want to expand to the baseyard, to the old post
office or, you know, some other place basically. So I guess that's the, the
driving factor at least at this point, trying to figure out, you know, what
our, our overall office needs are first and then we'll have to figure out
whether or not the baseyard needs to move in the longer term.
VICE-CHAIR HOKAMA: Okay. Again it is one of the few parcels we own on
the County's I guess the issue regarding today's paper is the amount of
lease funds we, we need to appropriate to take care of our requirements.
But, you know, I see the baseyard and industrial uses somewhere else in
the future that when it makes sense for us. 'Cause that is valuable space
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for the County for, for needs, and I would say the baseyard needs is going
to grow also. I don't see us having a lot less employees, I don't see us
having a lot less vehicles, whether it be sedans, trucks, equipment, paving
equipment, sewer equipment, landfill equipment, you know, the baseyard
is going, is still going to be required. But I was looking at a, maybe
another better suitable site to take care of the County's growing needs for
that. You know, Chairman, I think when we hit CIP this is, I'd spend
more time for discussion so I, I thank you for this afternoon.
CHAIR PONT ANILLA: Thank you, Mr. Hokama. Yeah, I agree with you that
the existing baseyard is a valuable piece of property and I think, you
know, it behooves us, you know, to centralize some of our functions that
we do in the County. Maybe not at that location but somewhere else away
from the general community. So short comment on that, Mr. Arakawa?
MR. ARAKAWA: Well, Mr. Chair, I wonder if I can just make one point before
we adjourn for the day. This is an unrelated point but a clarification. On
page 17-49, this is under Salaries and Wages detail, under County Garage
Hana there is a listing for Clerk III and you'll note the EP list this as zero.
And so, you know, this position actually doesn't exist so that can be
deleted from the, the budget.
VICE-CHAIR HOKAMA: Once more please, Director.
MR. ARAKAWA: Seventeen dash forty nine under the Salaries and Wages.
COUNCILMEMBER MEDEIROS: Mr. Chair, question.
CHAIR PONT ANILLA: Mr. Medeiros.
COUNCILMEMBER MEDEIROS: Mahalo, Mr. Chairman. So if it doesn't
exist, why is it in here and did it exist at one time and then get eliminated?
MR. ARAKAWA: As far as we know there was a request that was asked of the,
the folks out in Hana as to whether or not the clerk would be needed in the
garage. And it was felt that they could operate without a clerk so the,
although the position was contemplated at one time, they said they didn't
need it so it was not included in, in the budget.
COUNCILMEMBER MEDEIROS: So they being the district of Hana?
MR. ARAKAWA: The district folks out there, yes.
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COUNCILMEMBER MEDEIROS: Okay.
MR. ARAKAWA: In, in the garage.
COUNCILMEMBER MEDEIROS: Thank you. Mahalo, Mr. Chairman.
CHAIR PONT ANILLA: Thank you, Mr. Medeiros. Just fast question for the
Budget Director. In regards to what was just said, does the money that is
being requested for '09 now becomes available?
MR. PABLO: Thank you, Mr. Chair. I was not aware of this until Mr. Arakawa
had brought it up just a minute ago. So this is something I would like to
take back to the office and double check and I can report to you tomorrow.
CHAIR PONT ANILLA: Thank you. Okay. Members, if you have any more
questions if you can provide your questions to the Chair, I'll gladly
provide it to the Department for more response. So today's session with
the Public Works Department we took care of the program budgeting area,
Salaries, Wages, Operation as well as Equipment. Tomorrow our
schedule looks like starting at 9:00 a.m. we'll continue with the Public
Works Department in regards to the capital improvement projects that they
have listed. And, Members, you know, what was passed out to all of you
this afternoon is a quick look as far as the Fiscal Year 2009 CIP proposal
by the Department. So this will make it real simple rather than flipping
pages as we go through the capital improvement projects. We'll go from
9:00 to 1:00 p.m. and then we'll adjourn and we'll reconvene the meeting
on Molokai, district meeting seven o'clock tomorrow at Mitchell Pauole
Center and then we come back to Maui. On Wednesday it's a holiday so
our next meeting here in this chambers would be on Thursday nine o'clock
to 3 :30 p.m., at that time the departments that will be here are the Police
and the Water Supply Department. And then we adjourn and then
reconvene again at West Maui, Lahaina Civic Center at 6:00 p.m. and then
we continue deliberation on the budget on the Water Supply on Friday
from nine to 5:30 p.m.. So with that, Members, any announcements,
comments at this time? Questions? If not the Budget meeting of March
20 is adjourned. . .. (gavel) . ..
ACTION:

DEFER pending further discussion.
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ADJOURN:

5:40p.m.
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Budget and Finance Committee
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