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CONVENE:

9:01 a.m.

2

PRESENT:

Councilmember G. Riki Hokama, Chair
Councilmember Wayne K. Nishiki, Vice-Chair
(Out 11:15 a.m.)
Councilmember Robert Carroll, Member
Councilmember Jo Anne Johnson, Member
(In 10:21 a.m.)
Councilmember Dain P. Kane, Member
(In 10:08 a.m.)
Councilmember Danny A. Mateo, Member
Councilmember Michael J. Molina, Member
Councilmember Joseph Pontanilla, Member
Councilmember Charmaine Tavares, Member
(Out 11:15 a.m.)

STAFF:

Tamara R. Koller, Legislative Attorney
Camille Sakamoto, Committee Secretary

3
4
5
6
7
8
9

10
ADMIN.:
11
12
13
14
15
16
17
18
19
20
21 OTHERS:
22
23 PRESS:

George Tengan, Director, Department of Water
Supply (Item 8)
Alice L. Lee, Director, Department of
Housing and Human Concerns (Item 9)
Kalbert Young, Director, Department of
Finance (Items 9 & 3)
Wayne Y. Fujita, Deputy Director,
Department of Finance (Items 9 & 3)
Lance Okamura, Administrator, Real Property
Tax Administration, Department of
Finance (Items 9 & 3)
Ty Yoshimi, Account System Administrator,
Department of Finance (Item 9)
Suzanne Doodan, Treasurer, Department of
Finance (Item 3)
Agnes Hayashi, Community Development Block
Grant Program Manager, Office of the
Mayor (Item 9)
Brian T. Moto, Corporation Counsel,
Department of the Corporation Counsel
Russell Yamane, Russell Yamane and Associates
Randall Taniguchi, Russell Yamane and
Associates
Akaku: Maui Community Television, Inc
Ilima Loomis, The Maui News

24
25 CHAIR HOKAMA: (Gavel). The Council's Committee on Budget
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1

and Finance will come to order. This morning we

2

have Mr. Carroll, Mr. Mateo, Mr. Molina,

3

Mr. Nishiki, Mr. Pontanilla, and Ms. Tavares

4

present. Excused at this time are Members Johnson

5

and Kane.

6

Okay, Members, the purpose of today's meeting

7

is the review of the financial audits for the Fiscal

8

Year 2003, including the Department of Water Supply.

9

We have the Single Federal Audit review as well as

10

the CAFR, the Comprehensive Annual Financial Report,

11

for the County. We are doing this meeting because

12

we were unable to do our July 13th, 2004 when we

13

lacked quorum, so we are using this slot to catch

14

up. We have the auditors present. We have

15

Mr. Yamane from the law firm -- from the audit firm

16

Yamane & Associates present.

17 ITEM NO. 8: FINANCIAL AUDIT REPORT FOR THE DEPARTMENT OF
WATER SUPPLY FOR THE FISCAL YEARS ENDED
JUNE 30, 2003 AND 2002 (C.C. No. 03-304)
18
19 CHAIR HOKAMA: Let me first state, we will take up Item
20

No. 8, which is the Financial Audit Report for

21

Department of Water Supply. And these are for two

22

fiscal years, June 30, 2003, June 30, 2002. And we

23

are reviewing this two-year comparison because it is

24

what is considered a proprietary fund or enterprise

25

program where services provided, as you're aware,
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4

are financed and operated similarly to those of a
private business. User fees are established and

3

revised to ensure that revenues are adequate to meet

4

all necessary expenditures.

5

So at this time we shall ask first the

6

auditors, if they have any comments as it regards to

7

Item No. 8. Mr. Yamane.

8 MR. YAMANE: No, at this time we do not have any specific
9

comments.

10 CHAIR HOKAMA: Okay, thank you. Also joining Mr. Yamane
11

is Mr. Taniguchi, who is also one of the auditors

12

from the Yamane & Associates that worked on the

13

reports.

14
15

Mr. Tengan, any comments for the members at
this time?

16 MR. TENGAN: Thank you, Mr. Chair. I don't have any
17

specific comments, except to say that I think the

18

Department fared fairly well as a result of the

19

audit. We are in, I would say, good financial -- in

20

a good financial position. However, we do have a

21

need to address the possibility of a rate increase

22

for the coming years.

23 CHAIR HOKAMA: Okay, thank you for your comments.
24

Members, if you'll notice, as the Chair did,

25

there is no management letter as part of this audit
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report. In the past there was management audit

2

letter concerns that was addressed by previous

3

department heads.

4

At this time the Chair will open it up to the

5

members of this Committee. The first member I will

6

ask if he has questions at this time is Mr. Mateo.

7 COUNCILMEMBER MATEO: Chairman, thank you. Good morning,
8

gentlemen. On page 3, I guess under the heading

9

property, plant, and equipment, the item identified

10

as construction work in progress, for Fiscal Year

11

'02 -- and the years '02 and '03, I guess to the --

12

to Mr. -- to the auditors, I guess when you did the

13

review for '03, was any consideration given to the

14

figures you identified in '02 to kind of verify or

15

substantiate the fact that the numbers you show is

16

actually what was spent for projects?

17 CHAIR HOKAMA: Mr. Yamane.
18 MR. YAMANE: Yes, on the construction in progress, our
19

audit work in general will start with last year's

20

balance, which we had audited the year before, and

21

we have a schedule that's provided by the Department

22

that lists all the projects that were in progress at

23

the end of June 30, 2002. The schedule would also

24

reflect new projects or additions to existing

25

projects during Fiscal Year 2003, and it would also
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reflect any projects that were completed during 2003

2

that would be reduced out of that balance and would

3

then be transferred to utility plant or other type

4

of fixed assets, which would then result in the

5

year-end balance at the end of 2003.

6

So we start with beginning of the year

7

balance, there's in projects and new additions,

8

there are completions, which are deducted out of

9

those balances, and then we have the ending balance

10

at the end of June 30, 2003. In your CAFR report,

11

on page 61, there is a footnote, capital assets, so

12

that's in the thick volume, the CAFR report. There

13

is a schedule that reflects exactly what I have

14

described in terms of the construction in progress

15

for the Department.

16 COUNCILMEMBER MATEO: Is there an area that you show an
17

adjustment for those identified projects that are

18

not completed?

19 MR. YAMANE: If the project was not completed at the end
20

of June 30, 2003, that project would remain in the

21

construction in progress account until such time

22

that it was completed and then transferred into

23

operation -- operational use.

24 COUNCILMEMBER MATEO: I see. And could you also tell me
25

whether or not the -- this particular construction
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in progress figures that you show is also inclusive

2

of funds from the water system development fee as

3

well?

4 MR. YAMANE: I don't have the detailed support with us,
5
6

7

Councilman Mateo, but I believe it would probably
include some of that type of funding, but I can get
you the detail on that.

8 COUNCILMEMBER MATEO: Thank you. Thank you, Chairman.
9 CHAIR HOKAMA: Thank you for those questions, Mr. Mateo.
10

Mr. Molina?

11 COUNCILMEMBER MOLINA: Thank you, Chair. Clarification on
12

page 13, it mentions that the unbilled portion of

13

construction contracts outstanding as of June 30th,

14

2003 and 2002 is to be paid with board-designated

15

funds, and it goes on to say, included in the

16

unbilled contract amounts for 2003 and 2002 are

17

approximately 132,000 and $45,000 respectively for

18

compliance order projects. Can you update us where

19

we're at? Because it goes on further to say that in

20

June 2003 the Department's management estimated an

21

additional $1.3 million or so would be needed to

22

complete the compliance projects. What is that

23

progress in that area? Where are we?

24 COUNCILMEMBER HOKAMA: Department.
25 MR. TENGAN: Mr. Chair, I don't have the details of that,
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and I could give that to Mr. Molina at a later time.

2 COUNCILMEMBER MATEO: Okay. That would be, fine,
3

Chairman.

4 CHAIR HOKAMA: Any questions for the auditors in this
5

area, Mr. -

6 COUNCILMEMBER MATEO: Not at this time. Thank you.
7 CHAIR HOKAMA: Mr. Nishiki?
8 VICE-CHAIR NISHIKI: No.
9 CHAIR HOKAMA: Mr. Pontanilla?
10 COUNCILMEMBER PONTANILLA: No.
11 CHAIR HOKAMA: Ms. Tavares?
12 COUNCILMEMBER TAVARES: Yeah, on page 22, there's a column
13

after the balances as of June 30th, 2002, that's the

14

addition, and when you run all the way down to the

15

bottom it has 7 million plus dollars there. Are

16

those new CIP projects included in there?

17 CHAIR HOKAMA: Auditors.
18 MR. YAMANE: New CIP projects, no. What this schedule
19

presents is a schedule of utility plant assets that

20

are placed in service. So as -- or assets that

21

could have been acquired. As an example,

22

communication equipment, $298,000, that may not be a

23

work in progress. It could have been just purchases

24

during the year. And therefore, that type of

25

transaction would not run through the construction
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in progress account first and then run out of the

2

construction in progress account into this completed

3

fixed asset account upon completion, so, you know,

4

it doesn't necessarily --

5 COUNCILMEMBER TAVARES: So these represent either projects
6

completed or assets acquired during that period?

7 MR. YAMANE: Correct. That is correct.
8 COUNCILMEMBER TAVARES: Thank you.
9 CHAIR HOKAMA: Further questions, Ms. Tavares?
10 COUNCILMEMBER TAVARES: No.
11 CHAIR HOKAMA: Thank you. Mr. Carroll, any questions for
12

the auditors or Mr. Tengan?

13 COUNCILMEMBER CARROLL: No.
14 CHAIR HOKAMA: Okay. Mr. Mateo, further questions?
15 COUNCILMEMBER MATEO: Chair, maybe just for a better
16

understanding. I guess on page 3, under current

17

assets. The two categories, if you can just try to

18

help me understand, that would be the uncollectibles

19

and unbilled. If you can tell me, you know, one,

20

that 104,000 figure, I believe it's for Year '03,

21

can you kind of explain these two categories?

22 MR. YAMANE: Under customer receivables, the category
23

billed, what that represents are receivable -- or

24

billings that have been sent out to customers which

25

you have not collected as of June 30, 2003, or in
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the 2002 column, June 30, 2002. So those customers

2

have already received the billings.

3

And historical analysis by the Department

4

indicates that there's approximately a small

5

percentage of those receivables that will not be

6

collected. So generally accepted accounting

7

principles require organizations to evaluate the

8

collectibility of their receivables. And if a

9

portion of your receivables are not going to be

10

collected, you must establish a reserve for

11

uncollectible accounts. And at the time that you

12

establish that reserve, you would record a bad debt

13

expense, and it's really an estimate based on

14

historical information and based on current

15

information that you have also. So it is merely an

16

estimate of what management feels out of the

17

million-eight or actually million-nine, about

18

104,000 will probably not be collectible.

19

The second line item under customer

20

receivables are unbilled. Because your customers

21

for water services are billed every two months,

22

there are certain customers that haven't been billed

23

but you've accumulated charges for them, the billing

24

hasn't gone out yet, maybe they will be billed in

25

July. So these are receivables, technically, but
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1

you have -- because of your billing cycle, you

2

haven't sent it out yet. So there's always going to

3

be that category of unbilled receivables. You've

4

already delivered the water, the services, you're

5

entitled to collection on that, but it will only

6

occur when the billing is sent out.

7 COUNCILMEMBER MATEO: Okay, thank you. And, Mr. Chairman,
8

if I may.

9 CHAIR HOKAMA: Please.
10 COUNCILMEMBER MATEO: To the Department, then, if you have
11

an estimate of 104,000 that would be determined

12

uncollectible, what processes does the Department

13

make to make an attempt to go after these hundred --

14

this 104,000?

15 MR. TENGAN: We do send out delinquent notices, we do tag
16

doors, and we do lock meters, and eventually these

17

accounts would end up with the collectors. For

18

the Committee's information, our actual write-offs

19

annually are, as I recall, less than $20,000 per

20

year.

21 COUNCILMEMBER MATEO: Thank you.
22 MR. TENGAN: So I think we do a great job at -- not
23

patting ourselves on the back, but I think we do a

24

good job at collecting our receivables.

25 COUNCILMEMBER MATEO: Okay, thank you. Thank you,
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Mr. Chair.

2 CHAIR HOKAMA: Thank you. Mr. Molina?
3 COUNCILMEMBER MOLINA: No.
4 CHAIR HOKAMA: Mr. Nishiki?
5

VICE-CHAIR NISHIKI: N

6 CHAIR HOKAMA: Mr. Pontanilla?
7 COUNCILMEMBER PONTANILLA: Just for my curiosity, in
8

2000 -- I don't know if you have any figures for

9

2001, where we see a trend because of the number of

10

meters that are passed out for each fiscal year,

11

they kind of relate to the so-called uncollectibles.

12 MR. YAMANE: I don't have that information. It's very
13

difficult for me to, you know -- you know, make a

14

comment on that.

15 COUNCILMEMBER PONTANILLA: Okay. Thank you.
16 CHAIR HOKAMA: You want any follow up, Mr. Pontanilla?
17 COUNCILMEMBER PONTANILLA: Yes, I do, Chair. If I could
18

get that information to see, you know, what

19

reflections does the number of water meters that we

20

install every year, you know, comparing the

21

uncollectible accounts.

22 CHAIR HOKAMA: We shall forward that request to the
23

department and await their response. Thank you.

24

Anything else, Mr. Pontanilla?

25 COUNCILMEMBER PONTANILLA: No, that's all. Thank you,
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13

Chair.

2 CHAIR HOKAMA: Thank you. Ms. Tavares?
3 COUNCILMEMBER TAVARES: No.
4 CHAIR HOKAMA: Mr. Carroll, any questions? Members,
5

anything else under the Water Department? Again,

6

I'm sorry we are limited within the Financial Audit
Review, so anything else within those parameters?

8

Generally I believe what Mr. Yamane has verified for

9

us as far as financially and under normal accounting

10

practice standards, the Department has come through

11

the examination with the notes and the concerns and

12

issues that need to be specifically addressed in a

13

management letter report to this body.

14

Mr. Yamane, you or Mr. Taniguchi, any

15

additional comments on this portion of the

16

reporting?

17 MR. YAMANE: No, not at this time. Thank you.
18 CHAIR HOKAMA: Okay. Mr. Tengan, any comments for the
19

members?

20 MR. TENGAN: Yes, thank you, Mr. Chair. I think our
21

accounting staff should be commended for the job

22

they're doing. As you stated, there were no

23

management letter comments for the audit year, so I

24

think they should be complimented. Thank you.

25 CHAIR HOKAMA: Thank you. We appreciate the good work of
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1

all our people, including those in your Department.

2

Mr. Tengan, a job well done.

3

Members, if there's no other questions in

4

this area, the Chair will recommend filing of Item

5

No. 8, Financial Audit Report for the Department of

6

Water Supply, fiscal years ending June 30th, 2002,

7

2003, and any and all attached communications.

8 COUNCILMEMBER TAVARES: So moved.
9 COUNCILMEMBER MATEO: Second.
10 CHAIR HOKAMA: I have a motion from Ms. Tavares, seconded
11

by Mr. Mateo. Discussion, Members? Seeing none.

12

All in favor, say "aye."

13 COUNCIL MEMBERS VOICED AYE.
14 CHAIR HOKAMA: Opposed say "no."
15

VOTE: AYES:

16
17
18

NOES:
ABSTAIN:
ABSENT:
EXC.:

Councilmembers Carroll, Mateo, Molina,
Pontanilla, Tavares, Vice-Chair Nishiki,
and Chair Hokama.
None.
None.
None.
Councilmembers Johnson and Kane.

19 MOTION CARRIED.
20

ACTION:

Recommending FILING of communication.

21 CHAIR HOKAMA: Motion is carried.
22

Staff, at this time are there any questions

23

for testimony on any item of the agenda for today?

24 MS. SAKAMOTO: No, Mr. Chair.
25 CHAIR HOKAMA: Okay, we have no requests for testimony at
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this time, Members. Chair will allow a few more

2

minutes.

3

ITEM NO. 9: SINGLE AUDIT REPORT (C.C. No. 04-26)

4 CHAIR HOKAMA: At this time Staff will be handing out a
5

communication received this morning from the

6

Department of Housing and Human Concerns. The Chair

7

will give you a few minutes to review the

8

communication as we take up the next items. Recess

9

till 9:25.

(Gavel).

10 RECESS: 9:21 a.m.
11 RECONVENE: 9:24 a.m.
12 CHAIR HOKAMA: (Gavel). We shall reconvene the Budget and
13

Finance Committee meeting for the 28th of September,

14

2004. Is there anyone wishing to give public

15

testimony, please make yourself known at this time.
Staff, any requests for testimony?

16

17 MS. SAKAMOTO: No, Mr. Chair.
18 CHAIR HOKAMA: Thank you. Chair is officially closing
19

testimony for today's meeting of 28th, September,

20

2004.

21

Members, let us move on to Item No. 9, Single

22

Audit Report. As we are aware, the Single Audit

23

Report is a requirement from the Federal government

24

for programs receiving Federal funds. Under Item

25

No. 9 we have a report for the Fiscal Year ending
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June 30th, 2003 for the County of Maui Single Audit

2

Report. Before I ask the auditors, you have a copy

3

of a communication from the Department of Human

4

Concerns, and so we -- the Chair at this time will

5

move this portion forward. This is on part of page

6

5, Members, of the Federal Audit Report, Single

7

Audit Report, under part 3, current year Federal

8

award findings and questioned costs section. And

9

Ms. Lee is present, our Director, is here this

10

morning to give her comments, as well as answer

11

questions by the Committee regarding this specific

12

area.

13

So Ms. Lee, any comments, please?

14 MS. LEE: Mr. Chair, I just wanted to say that the
15

communication dated September 27th from Mr. Ed Okubo

16

to myself regarding this matter hopefully is self

17

explanatory. Thank you.

18 CHAIR HOKAMA: Okay. Members -- Mr. Yamane, any questions
19

or comments on this portion of the audit?

20 MR. YAMANE: Not at this time, Mr. Chair.
21 CHAIR HOKAMA: Okay. I will ask Mr. Pontanilla if he has
22

questions for Ms. Lee.

23 COUNCILMEMBER PONTANILLA: Thank you, Chair. I don't have
24

any question at this time.

25 CHAIR HOKAMA: Okay, thank you. Ms. Tavares?
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1 COUNCILMEMBER TAVARES: No.
2 CHAIR HOKAMA: Mr. Carroll? Mr. Mateo?
3 COUNCILMEMBER MATEO: No.
4 CHAIR HOKAMA: Mr. Molina?
5 COUNCILMEMBER MOLINA: No.
6 CHAIR HOKAMA: Mr. Nishiki?
7 VICE-CHAIR NISHIKI: Page 4. Oh, I'm sorry, it's part 3.
8 CHAIR HOKAMA: Yeah, that we have Ms. Lee here for.
9 VICE-CHAIR NISHIKI: Oh, just Ms. Lee's questions?
10 CHAIR HOKAMA: We'll bring up other -- we'll open it up
11

after we get done with this portion, Mr. Nishiki.

12 VICE-CHAIR NISHIKI: Okay, I'm done. No questions.
13 CHAIR HOKAMA: My only question -- and I don't know if
14

Ms. Lee can answer this, because both our Finance

15

Department and our independent auditors, Mr. Yamane

16

& Associates, both concurred that originally we were

17

not required to file electronically. And then of

18

course the Federal government's regional office in

19

San Francisco said no, you need to file

20

electronically, which you folks have a corrective

21

plan implemented. Are there other things that HUD

22

is shifting gears on that we need to be aware of,

23

Ms. Lee, or is this just one of those things --

24

instances?

25 MS. LEE: With regard to reporting, Mr. Chair?
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1 CHAIR HOKAMA: Yes, with reporting.
2 MS. LEE: I don't feel I could answer that without
3

checking with our division first.

4 CHAIR HOKAMA: Okay. And, again, Members, it's not part
5

of this subject for today's, but we've been made

6

aware that there's other HUD programs that I guess

7

reporting is adjusting whereby we're being asked to

8

review other programs also with the Federal funds.

9

I'm satisfied with Mr. Okubo's communication to

10

Ms. Lee and the Department's efforts to address the

11

section listed under page 5, part 3 of the Single

12

Federal Audit. One more time, any questions or

13

comments for Ms. Lee, Members? Okay, seeing none,

14

is there anything you wish to add, M . Lee?

15 MS. LEE: Not with regard to this reporting, Mr. Chair.
16

Maybe if we could talk about our Section 8 program

17

at a later date.

18 CHAIR HOKAMA: Okay, thank you. Members, Section 8 is the
19

program that Ms. Lee runs for the -- is it correct

20

if I say housing vouchers, Ms. Lee?

21 MS. LEE: Yes.
22 CHAIR HOKAMA: Yeah, the housing voucher program that
23

they've been able to expand. Okay, if there's

24

nothing for Ms. Lee, the -- I would like to ask --

25

thank Ms. Lee for being here to respond to questions
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from the Committee.

2 MS. LEE: Thank you.
3

CHAIR HOKAMA: Thank you. Mr. Yamane, anything

any

4

comments for any other portion of the single audit

5

report for the Members?

6 MR. YAMANE: Not at this time, Mr. Chair.
7 CHAIR HOKAMA: Okay, thank you. Mr. Nishiki?
8 VICE-CHAIR NISHIKI: No.
9 CHAIR HOKAMA: Mr. Pontanilla?
10 COUNCILMEMBER PONTANILLA: No.
11 CHAIR HOKAMA: Ms. Tavares?
12 COUNCILMEMBER TAVARES: We're just starting in on the
13

whole report now?

14 CHAIR HOKAMA: You may have -- the bull's eye is big.
15 COUNCILMEMBER TAVARES: Yeah, I read on page 2, number 7,
16

says the County did not qualify as a low risk

17

auditee, as defined in the OMB circular, what is

18

significance is that statement? That means we're

19

high risk?

20 CHAIR HOKAMA: Mr. Taniguchi.
21 MR. TANIGUCHI: Yes, to qualify as a low risk, you would
22

not have any findings in the prior period.

23 COUNCILMEMBER TAVARES: Okay.
24 MR. TANIGUCHI: So if you do have any findings, you
25

automatically, you know, step up to the high risk
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category.

2 COUNCILMEMBER TAVARES: Are there only two categories?
3 MR. TANIGUCHI: Yes.
4 COUNCILMEMBER TAVARES: Okay. We need to know if there's
5

five grades, A to F or --

6 MR. TANIGUCHI: Yeah, it's low and high.
7 COUNCILMEMBER TAVARES: Only two, low and high. It
8

doesn't give you much wiggle room, does it? I don't

9

know how you were going to go through, if you wanted

10

to just go through in order, Mr. Chair, or jump

11

around.

12 CHAIR HOKAMA: I was, again, not sure how many questions
13

the Members had, so --

14 COUNCILMEMBER TAVARES: I had questions about the
15

Community Development Block Grant, or programs.

16 CHAIR HOKAMA: Okay.
17 COUNCILMEMBER TAVARES: Or -18 CHAIR HOKAMA: You know what, then, just to make it easy
19

for everybody, we'll take it -- I'm going to run it

20

by sections.

21 COUNCILMEMBER TAVARES: Okay.
22 CHAIR HOKAMA: Okay. So, Members, any questions on part 1
23

of the auditor's report, which is Mr. Yamane's and

24

Mr. Taniguchi's summary of results as our auditors,

25

any questions in that area, which begins on page 2?
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1 COUNCILMEMBER PONTANILLA: Chair.
2 CHAIR HOKAMA: Mr. Pontanilla.
3 COUNCILMEMBER PONTANILLA: Question. Probably it's a
4

typo.

5 CHAIR HOKAMA: Yes.
6

7

COUNCILMEMBER PONTANILLA: Shouldn't it be the last two
items on the bottom of the page be numbered 8 and 9?

8 CHAIR HOKAMA: More than likely, but we'll ask the
9
10

auditors. If that's just a typo, that's fine, we
can make --

11 MR. YAMANE: That is correct, Councilman Pontanilla.
12 COUNCILMEMBER PONTANILLA: Okay, thanks.
13 CHAIR HOKAMA: Okay. We'll make notation of that
14

adjustment. Okay, any other questions for part 1,

15

summary of auditor's results? Ms. Tavares.

16 COUNCILMEMBER TAVARES: Yeah, one more. On number 4, the
17

reportable condition, is that the one dealing with

18

the Community Development Block Grant?

19 CHAIR HOKAMA: Mr. Yamane.
20 COUNCILMEMBER TAVARES: Program. Or is that the
21

reportable condition that's on page 4?

22 MR. YAMANE: The -- Item No. 4, we're referring to one
23

reportable condition, and that refers to

24

3 on page 5. That's the current year.

to part

25 COUNCILMEMBER TAVARES: That's the one we just went over?
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1 MR. YAMANE: That is correct.
2 COUNCILMEMBER TAVARES: Okay. Thank you.
3 CHAIR HOKAMA: Okay. Mr. Carroll, questions? Mr. Mateo?
4 COUNCILMEMBER MATEO: No.
5 CHAIR HOKAMA: Mr. Molina?
6 COUNCILMEMBER MOLINA: No.
7 CHAIR HOKAMA: Mr. Nishiki?
8 VICE-CHAIR NISHIKI: No.
9 CHAIR HOKAMA: Mr. Pontanilla?
10 COUNCILMEMBER PONTANILLA: No.
11 CHAIR HOKAMA: Anything else in this area, Ms. Tavares?
12 COUNCILMEMBER TAVARES: No. Thanks for the clarification.
13 CHAIR HOKAMA: Okay, thank you. Section 2, any questions
14

regarding their summary schedule of prior audit

15

findings? Ms. Tavares.

16 COUNCILMEMBER TAVARES: Yes, thank you. So these
17

further -- or future in the report questions or

18

conditions were the ones that were sort of

19

non-substantial when you -- on the previous page you

20

had, you know, two reportable conditions, and number

21

2 that were not considered to be material

22

weaknesses. So that applies to everything except

23

that hard question in part 3, page 5.

24 MR. YAMANE: That is correct.
25 COUNCILMEMBER TAVARES: Okay. I'm just trying to
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understand how this -- how this thing gets put
2

together. So on page 3, on the Community

3

Development Block Grants, about the reporting and

4

monitoring of subrecipients, that would be

5

considered not a material weakness?

6 MR. YAMANE: That is correct, and this is a prior year
7

comment.

8 COUNCILMEMBER TAVARES: Oh, this is prior year's comment.
9
10

Oh, that's, right, it's prior year's comments. All
right. I got it. Thank you.

11 CHAIR HOKAMA: Okay, we have Ms. Hayashi present if the
12

Members require a response from her. Would you like

13

to have her respond to that?

14 COUNCILMEMBER TAVARES: No, because I think Ms. Hayashi
15

went over what she was trying to do with

16

reorganizing the program and the progress that she's

17

made in trying to come into conformance with

18

reporting requirements, but I think other questions

19

will come up as we go through the other part 3

20

stuff.

21 CHAIR HOKAMA: Okay, thank you. So, yeah, Ms. Hayashi, if
22
23
24

you would please remain available. Thank you.
Mr. Carroll, any questions in this section?
Mr. Mateo? Mr. Molina? Mr. Nishiki?

25 VICE-CHAIR NISHIKI: No.
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1 CHAIR HOKAMA: Mr. Pontanilla?
2 COUNCILMEMBER PONTANILLA: No.
3 CHAIR HOKAMA: Okay, Members, let us move on to Section
4

This is a schedule of findings and question costs.

5

We have one under Financial Statement Audit as well

6

as one under Major Federal Awards Programs Audit.

7

Mr. Yamane, any comments?

8 MR. YAMANE: Not at this time, Mr. Chair.
9 CHAIR HOKAMA: Okay, Mr. Pontanilla, questions in this
10

area?

11 COUNCILMEMBER PONTANILLA: Yes. For the first one, is the
12

Department here to answer questions that I have in

13

regards to timely deposits?

14 CHAIR HOKAMA: I'm sorry, Mr. Pontanilla, can you
15

restate --

16 COUNCILMEMBER PONTANILLA: Is anyone here to answer the
17

question about timely deposit, what action has been

18

taken since this report was submitted?

19 CHAIR HOKAMA: I believe Mr. Yoshimi from the Finance
20

Department is here, that he may be able to respond

21

to your questions, if you have.

22 COUNCILMEMBER PONTANILLA: Yeah, just that, if the
23

Department already started the improvement process.

24 CHAIR HOKAMA: Okay. Can we have a Finance
25

representative, please. Okay, we have Mr. Yoshimi,
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1

as well as Mr. Young, Director Young, from the

2

Department. Okay, Department, we are on page 4 of

3

the Single Federal Audit Report, 03-01, bank

4

deposits, which is a report under reportable

5

condition. If we can have some comments, please.

6 MR. YOSHIMI: The Department has implemented procedures to
7

get documentations from the bank, and also we've

8

brought down the unrecorded deposits substantially

9

where it's now down -- as of June 2004 down to like

10

$89,000. For the amount of deposits we get, that's

11

very good percentage. But before that was kind of

12

high and we've worked it and brought it down.

13 COUNCILMEMBER PONTANILLA: So we're still trying to catch
14

up?

15 MR. YOSHIMI: We've -16 COUNCILMEMBER PONTANILLA: Or are we current?
17 MR. YOSHIMI: -- caught up, pretty much.
18 COUNCILMEMBER PONTANILLA: Okay, so we are about current,
19

then?

20 MR. YOSHIMI: Yeah.
21 COUNCILMEMBER PONTANILLA: Okay, good. The other question
22

that I have is in regards to the real property side

23

to your mapping. You know, what is the -- if you

24

have any updates in regards to your mapping, because

25

that's one of the areas that was kind of lacking

RALPH ROSENBERG COURT REPORTERS, INC.
(808) 524-2090

26

BF 9/28/04

1

about these cycles already in trying to make sure

2

that our revenue in regards to property tax are

3

provided to the County.

4 CHAIR HOKAMA: Property tax, we have Mr. Okamura also from
5

the Department. Gentlemen, yeah, you may be

6

interchanging for a while. Mr. Okamura.

7 MR. OKAMURA: Mr. Chair, just this past September -- early
8

part of this month we signed a contract with the

9

City and County to do our mapping services, and

10

we're -- our goal is to -- for this 2005 upcoming

11

assessment period to be totally caught up with all

12

the backlog.

13 CHAIR HOKAMA: Okay, thank you. Mr. Pontanilla.
14 COUNCILMEMBER PONTANILLA: Thank you, Chair. Thank you
15

for that comment. That's it.

16 CHAIR HOKAMA: Okay, Ms. Tavares.
17 COUNCILMEMBER TAVARES: Yeah, I have a real question, and
18

I'm trying to understand all this stuff. What is

19

the relationship between the bank deposits and the

20

real property tax assessments to this audit?

21

thought this audit was only about Federal funds. So

22

are we talking about Federal fund deposits only or

23

is it all bank deposits for the County of Maui? And

24

what does the real property tax assessments have to

25

do with the Federal -- well, the Federal audit? If
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1

can you help me understand that one, please.

2 CHAIR HOKAMA: Mr. Yamane, if you could, please.
3 MR. YAMANE: The Single Audit Act requirements, although
4

it is Federal funds driven, that it is required that

5

the auditor disclose any reportable conditions that

6

we encounter during our audit of the financial

7

statements and for the single audit, that that be

8

documented and disclosed in this Single Audit

9

Report.

10 COUNCILMEMBER TAVARES: Okay, thank you. Does this
11

does this kind of information or report also show up

12

somewhere else?

13 MR. YAMANE: It does also show up in the County -- in the
14

management letter on the County's Finance

15

Department, yes.

16 COUNCILMEMBER TAVARES: Okay. So that's the one attached
17

to the next item?

18 MR. YAMANE: That is correct.
19 COUNCILMEMBER TAVARES: Okay, thank you.
20 CHAIR HOKAMA: Further questions, Ms. Tavares?
21 COUNCILMEMBER TAVARES: No.
22 CHAIR HOKAMA: Mr. Carroll, any questions for the
23

Departments? Mr. Mateo? Mr. Molina?

24 COUNCILMEMBER MOLINA: Yeah, one question, Chairman.
25

Thank you. I guess for the Department, with regards
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1

to the subdivision assessments, it was stated that

2

over 350 subdivisions as of June 30th have not been

3

processed into the County's billing system. What

4

progress have we made since that time? How many

5

we're still behind, I presume.

6

--

CHAIR HOKAMA: Mr. Okamura.

7 MR. OKAMURA: Okay, Mr. Chair, thank you. Yes, for 2004
we completed approximately 270 subdivisions and
9

added 1 point -- approximately 1.5 million to the

10

revenues. Now, we have approximately 80 more

11

subdivisions that are still at the City and County

12

of Honolulu. These are the difficult ones, you

13

know, unlike owners or whatever. The Real Property

14

Tax Mapping Division will not issue tax map keys

15

until the ownership is resolved or whatever problems

16

they are, they will not assign a tax key. So in

17

instances we require the owners or developers to

18

resurvey or clear the ownership title before a tax

19

map key can be assigned, and those are the difficult

20

ones which are still at the City and County. We're

21

hoping that we're able to resolve that issue --

22

those issues by the end of the year. And every year

23

we will have difficult subdivisions which requires

24

the subdivider or owners to comply with certain

25

standards, which is, you know, part of the tax map

RALPH ROSENBERG COURT REPORTERS, INC.
(808) 524-2090

BF 9/28/04

1

29

key assignment.

2 COUNCILMEMBER MOLINA: Okay, thank you.
3

Thank you, Chairman.

4 CHAIR HOKAMA: If I -- I'm going to follow up on
5

Mr. Molina's question, Mr. Okamura. So until that

6

subdivision concerns get resolved, we tax them at

7

the -- at the current zoning category or it goes to

8

the old -- the previous or current property owner?

9 MR. OKAMURA: Yes, they're responsible for the taxes.
10 CHAIR HOKAMA: Okay.
11 MR. OKAMURA: I'd like to -- I'd like to clarify too that,
12

you know, let's say there's a subdivision where

13

there's new buildings being put on and we haven't

14

assigned tax keys, we still are assessing the

15

buildings. It's just that it's all in that one

16

parcel tax key.

17 CHAIR HOKAMA: Okay, okay. Because until the TMKs or tax
18

map keys are issued and resolved, new property

19

owners cannot move into their house and lot; is that

20

correct? Because what would they be deeded if

21

there's no tax map key, even if the buildings are

22

being erected?

23 MR. OKAMURA: The DSA, the subdivision division, they
24

assign lot numbers, and I don't know what the

25

requirements are for occupancy, but I'm assuming
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1

they're able -- as long as they meet the

2

requirements, they're able to occupy. As far as

3

taxing those properties, that's where, you know,

4

we're using that one parcel -- one tax key until

5

it's -- we're able to assign individual tax keys.

6 CHAIR HOKAMA: Is this to our advantage to allow this to
7

continue, this method?

8 MR. OKAMURA: Basically when it's divided into individual
9

lots, the assessment -- the values are higher.

10 CHAIR HOKAMA: So they have lots, but they have no tax map
11

key?

12 MR. OKAMURA: For those subdivisions that have to -- that
13

requires clarification on issues.

14 CHAIR HOKAMA: Interesting, interesting. TMK is a
15

requirement of law? Is that a requirement? Is it a.

16

requirement of law, TMKs, I would assume, right,

17

Mr. Okamura?

18 MR. OKAMURA: For real property tax purposes.
19 CHAIR HOKAMA: And land court requirements? Is it a land
20

court requirement?

21 MR. OKAMURA: No, it's for real property tax purposes.
22 CHAIR HOKAMA: Okay, but you can verify for us confidently
23

that regardless, since it has a lot number, the

24

County is collecting its fair tax revenue from those

25

improved parcels or lots?

RALPH ROSENBERG COURT REPORTERS, INC.
(808) 524-2090

BF 9/28/04

31

1 MR. OKAMURA: Yes, what we are doing is prorating the
2

total cost amongst the subdivided -- I mean those

3

lots.

4 CHAIR HOKAMA: Okay. How long does it take -- will it
5

take this County to resolve those amount of 70, 80

6

subdivisions?

7 MR. OKAMURA: We're hopeful that by the end of -- before
8

the 2005 assessment period.

9 CHAIR HOKAMA: So we're looking just months down the road,
10

then?

11 MR. OKAMURA: Yes, December.
12 CHAIR HOKAMA: Thank you, Mr. Okamura.
13

Questions, Members? Mr. Nishiki.

14 VICE-CHAIR NISHIKI: Yeah, I need some clarity. On page
15

4.

16 CHAIR HOKAMA: Okay.
17 VICE-CHAIR NISHIKI: And, Russell, maybe it's you people
18

that need to explain this. It says condition, under

19

real property tax subdivision assessments,

20

condition, subdivisions of real property are not

21

being processed on a timely basis. As of June 30th,

22

2003 there were 350 subdivisions that have not been

23

processed into the County's real property billing

24

system. This is the one that I need explanation.

25

Some of these subdivisions have had improvements
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since being subdivided, which would increase their
2
3
4

assessed Value.
Okay, Mr. Okamura goes and tells us that 270
of these are now -- have been mapped, I guess is
what the explanation is, which gave us a reported

6

$1.5 million. Doeb this include your concerns of

7

since being subdivided, some other improvements have

8

been made? Are you saying that despite that

9

property tax is saying that they've collected an

10

additional 1.5, other improvements have been made on

11

houses, I guess, and we're still not caught up with

12

the increased assessments so, therefore, we're still

13

losing money? Is this -- I just need some clarity.

14

Despite they're saying they collected money on the

15

mapping, when they say mapping, does this mean that

16

these improvements also are addressed or have been

17

addressed?

18 CHAIR HOKAMA: Auditors or Department, Mr. Okamura.
19 MR. OKAMURA: Mr. Chair, yes, we are assessing those
20

buildings, improvements. Is that the question, are

21

we assessing those improvements on those parcels?

22 VICE-CHAIR NISHIKI: I'm just saying have you addressed
23

the concern that Russell raises? Some of these

24

subdivisions have had improvements since being

25

subdivided, which would increase their assessed
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1

value. I'm saying that your statement was we've

2

done 270 of them and we've got 80 yet still to be

3

done. My question is in that 270, Russell states

4

that some of these subdivisions have had

5

improvements since being subdivided. Is that

6

condition also being addressed? Because he's

7

talking about more assessed value, which means more

8

property tax which has yet to be collected since the

9

mapping.

10 MR. OKAMURA: Yes, we are assessing those improvements.
11 VICE-CHAIR NISHIKI: Okay. And I guess the question is
12

help me understand the coordination between someone

13

that makes an improvement to their property, be it a

14

house or whatever, and how do you collect this

15

information to make sure that all these improvements

16

we're collecting taxes on? Just a general question.

17 MR. OKAMURA: How do we -- I'm sorry, could you -don't --

18

19 VICE CHAIR NISHIKI: Well, forget this now that you're
-

20

doing. Mike Molina makes an improvement on his

21

home. He obviously has improved his house to where

22

now it's worth more. How do we assess each

23

improvement that the entire County -- where there

24

are improvements, how is this being collected or

25

assessed and how do you get this data?
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1 MR. OKAMURA: First of all, whenever there's an
2

improvement or construction, you need to get a

3

building permit, and I believe we receive a copy of

4

all building permits issued by DSA.

5 VICE-CHAIR NISHIKI: Okay.
6 MR. OKAMURA: And this is where then the appraiser of that
7

area gets that building permit, schedules a field

8

trip, and when he's in the area goes and inspects

9

all those improvements.

10 VICE-CHAIR NISHIKI: How quickly is this being done?
11

Within a year of the improvements?

12 MR. OKAMURA: Yes, it's on an annual basis.
13 VICE-CHAIR NISHIKI: Okay. Thank you.
14 CHAIR HOKAMA: Mr. Pontanilla.
15 COUNCILMEMBER PONTANILLA: Thank you, Chair. So in this
16

case here, whenever an improvement is done,

17

additions, a building permit is obtained, once a

18

building is completed, then you get that information

19

saying that the improvement has been completed, do

20

we have any back logs in regards to recording these

21

things?

22 CHAIR HOKAMA: Mr. Okamura.
23

MR. OKAMURA:

Mr. Chair. After we received the initial

24

permit, the appraiser goes and inspects the

25

property. If it's in -- if it's not completed, he
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will need to go and re-inspect before the end of the

2

year to see -- to determine what stage of

3

construction it is at or if it's completed. We

4

don't get any more updates from DSA, just the

5

initial part when there is a building permit issued

6

for a certain parcel.

7 COUNCILMEMBER PONTANILLA: So there's no mechanism in
8

regards to -- once we get the initial I guess from

9

the building permit and you see you have any

10

outstanding permits that need to be looked at, do

11

you have any mechanism that will tell I guess the

12

Public Works Department that do the inspection that

13

what's happening to this permit, if it's still in

14

the books as not being completed or, you know -- or

15

is it completed, we don't have the information?

16 MR. OKAMURA: I don't really understand -- Public Works
17

will -- it's their inspectors that enforce their

18

laws. For us, all we're concerned is if it's

19

completed, we need to tax that individual, that

20

parcel.

21 COUNCILMEMBER PONTANILLA: So you get this information
22

from -- from who?

23 MR. OKAMURA: DSA.
24 COUNCILMEMBER PONTANILLA: Okay. And if you have anything
25

that's outstanding, do you have a mechanism to
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1

follow back?

2 MR. OKAMURA: As far as outstanding, I don't understand.
3

If there's a permit issued and we go out today and

4

it's not completed -- let's say it's 50 percent,

5

before the end of the year the appraiser needs to

6

make another inspection of that property to

7

determine for real property tax purposes as

8

0

December 31st what stage of construction it's in

9 COUNCILMEMBER PONTANILLA: So if it's not completed, then
10

you sign them out again the following year?

11 MR. OKAMURA: Yes.
12 COUNCILMEMBER PONTANILLA: Oh, okay.
13 MR. OKAMURA: We keep our -14 COUNCILMEMBER PONTANILLA: Okay. Thank you, Chair.
15 CHAIR HOKAMA: Ms. Tavares? Mr. Carroll, questions for
16

the Department?

17 COUNCILMEMBER CARROLL: No.
18 CHAIR HOKAMA: So, Mr. Okamura, let's say Mr. Nishiki now
19

has a nice renovated house ongoing. December 31st

20

he's completed half his work. We assessing for half

21

the improvements?

22 MR. OKAMURA: Yes.
23 CHAIR HOKAMA: And he finishes within two weeks, so it's
24

like middle of January, from that point on he gets

25

the full assessment of the total improvement?
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1 MR. OKAMURA: That will be for the following assessment
2

period. We have a cutoff of December 31st.

3 CHAIR HOKAMA: Okay. So whether he finished it January
4

2nd of the following year or December 31st, it

5

doesn't matter?

6 MR. OKAMURA: That is correct.
7 COUNCILMEMBER TAVARES: It's like when a baby's born
8

December 31st (inaudible).

9 CHAIR HOKAMA: Okay. Has there been any adjustments in
10

your staffing or operational procedures that you're

11

able to make internally to address this comment in

12

this audit, Mr. Okamura?

13 MR. OKAMURA: Yes, Mr. Chair. In this contract which was
14

just signed, it includes training for two of our

15

staff members to be -- to do our mapping, and our

16

goal is to be independent and be able to do all of

17

our mapping on Maui.

18 CHAIR HOKAMA: Okay. Thank you for that comment.
19

Yes, Mr. Nishiki.

20 VICE-CHAIR NISHIKI: Yeah. You know, Mr. Okamura is only
21

addressing the 350 that we've not collected on,

22

Mr. Chairman. What about all the ones that come

23

after 80, 81, 82, 83, and so forth? I mean you're

24

promising us something that you're catching up with,

25

but what about the ones that are now been
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1

subdivided, 81, 82, 83, et cetera? Does that mean

2

that those are now being collected upon or are you

3

still now chasing that tail?

4 MR. OKAMURA: Mr. Chair.
5 CHAIR HOKAMA: Mr. Okamura.
6 MR. OKAMURA: Yeah, for the 2003 and 2004, this is what
7

City and County's working on also. That's part of

8

the contract which we just signed in September, this

9

September. It's approximately 168 subdivisions.

10 COUNCILMEMBER TAVARES: I don't think he understands the
11

question.

12 MR. OKAMURA: Yeah.
13 VICE-CHAIR NISHIKI: Yeah.
14 COUNCILMEMBER TAVARES: Can I help try?
15 VICE-CHAIR NISHIKI: Yeah, go ahead.
16 CHAIR HOKAMA: Ms. Tavares.
17 COUNCILMEMBER TAVARES: I think what he's asking is this
18

is the backlog that you're talking about with City

19

and County of Honolulu, this 350.

20 MR. OKAMURA: Yes.
21 COUNCILMEMBER TAVARES: So what happens to the ones that
22

are currently being processed? Are you mapping

23

those since that 350 or is that part of the Honolulu

24

contract also?

25 MR. OKAMURA: Mr. Chair.
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1 CHAIR HOKAMA: Mr. Okamura.
2 MR. OKAMURA: Yes, that's part of the Honolulu City and
3
4

5

County contract too.
COUNCILMEMBER TAVARES: So all of our mapping is going to
City and County of Honolulu?

6 MR. OKAMURA: At this point in time, yes.
7 COUNCILMEMBER TAVARES: Okay. So that's the 81, 82, 83
8

that you're talking about.

9 VICE-CHAIR NISHIKI: Yes. I guess, Lance, my concern is
10

we're still chasing it. We can't even get the

11

current ones collected, and that's my concern. Now

12

you're saying that there's another 160 that we're

13

chasing. So 161, how -- Mr. Chairman, you know,

14

it's like we're -- the County's losing revenues, and

15

is this direction that is being taken a direction

16

that's going to somehow make us more efficient?

17

Lance?

18 MR. OKAMURA: Mr. Chair.
19 VICE-CHAIR NISHIKI: I mean, dealing with the City and
20

County of Honolulu is -- I don't know, to me, is not

21

acceptable. Why and when will you finally catch up?

22 CHAIR HOKAMA: Mr. Okamura.
23 MR. OKAMURA: Mr. Chair, yes. The goal is end of -- for
24

2005. We're going to -- you know, City and County

25

has -- we have signed a contract and they will do
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our mapping.

2 VICE-CHAIR NISHIKI: Let me ask you this. You know this
3

number 271, subdivision 271, because you've done

4

270, 271 subdivision is how old? How many years

5

have we not collected on subdivision 271?

6 MR. OKAMURA:

Chair.

7 CHAIR HOKAMA: Mr. Okamura.
8 MR. OKAMURA: Yes. We have been collecting on 271. It's
9

just that it's not -- we're not collecting on the

10

total subdivision. It's still on our records as a

11

parcel. We're still assessing it. If there's

12

improvements on it, we're assessing each individual

13

improvement.

14 VICE-CHAIR NISHIKI: Okay.
15 CHAIR HOKAMA: Done, Mr. Nishiki? We can return. You can
16

have additional opportunities. Mr. Molina.

17 COUNCILMEMBER MOLINA: Thank you, Chairman.
18

Mr. Okamura, regarding the recommendation

19

made by Mr. Yamane & Associates, do you have

20

adequate staffing and your operational procedures to

21

I guess prevent a future backlog such as this?

22

Because I know 350 subdivisions, that's quite a big

23

number, you know, you've told us that you pretty

24

much could get caught up with that

25

whatever -- 80 subdivisions that are left by the end
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1

of the year and how big do you anticipate the next

2

backlog will be? You know, my concern is I hope it

3

would be smaller, because there's potentially a lot

4

of revenue out there that we need to get. So as it

5

is right now, staffing wise, is it adequate? How

6

many appraisers, as well, do you have for the whole

7

County?

8 MR. OKAMURA: Mr. Chair.
9 CHAIR HOKAMA: Mr. Okamura.
10 MR. OKAMURA: Is it you're questioning the appraisal or
11

the tax map side? Do you want me to address the tax

12

maps?

13 COUNCILMEMBER MOLINA: You can do both.
14 MR. OKAMURA: Okay. The tax map side we have -- in fact
15

we're going to recruit another abstractor. We have

16

total of six positions there. We're having City and

17

County train two of our abstractors for mapping.

18

And once they're able to move up, be promoted, then

19

we'll fill those positions with abstractors also.

20 COUNCILMEMBER MOLINA: And in terms of the appraisers that
21

go out and make these assessments --

22 MR. OKAMURA: We have ten positions.
23 COUNCILMEMBER MOLINA: And this is sufficient to I guess
24

prevent us from getting into a big backlog again?

25 MR. OKAMURA: The appraisal side has no effect on the
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1

backlog of the maps. That's tax maps is --

2

everything begins with tax maps. And after they're

3

assigned parcel numbers, then it goes to the

4

appraisers to determine the value of each individual

5

lots.

6 COUNCILMEMBER MOLINA: Okay. Thank you.
7 CHAIR HOKAMA: Mr. Mateo.
8 COUNCILMEMBER MATEO: Just so I can put it into
9
10

perspective, the number of subdivisions that are
still being mapped equals how many TMKs?

11 CHAIR HOKAMA: Mr. Okamura.
12 MR. OKAMURA: We don't have that count. City and
13

County -- all the maps are at City and County. Now,

14

we've asked them for a count, but they're kind of

15

busy right now so they can't do an individual count

16

of the possible parcels that are -- need to be

17

assessed.

18 COUNCILMEMBER MATEO: So you don't have a ballpark as to
19

what we're kind of looking at? Do you have abetter

20

understanding of the number of subdivisions

21

equals -- you know, because you can talk about 200

22

subdivisions, but that could equate into how many

23

hundred TMKs?

24 MR. OKAMURA: Exactly. Even that figure of 80, it could
25

be majority two-lot subdivisions, so it's not --
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1

it's very hard to make a determination at this point

2

in time. So, you know, we feel pretty confident

3

that we've done the majority of it. Of that -- of

4

those 80, we don't know, maybe three-lot

5

subdivisions or two, so -- but City and County is

6

working on it right now.

7 COUNCILMEMBER MATEO: Okay, thank you. Thank you,
8

Chairman.

9 CHAIR HOKAMA: Mr. Carroll, questions? Is there any
10

common factor with all of the subdivisions that are

11

having difficulty being processed? Is there

12

something that everyone has the same similar

13

concern, that's why they're -- it takes a lot longer

14

to be resolved?

15 MR. OKAMURA: No, each individual is -- subdivision -- for
16

example, we have a case where a subdivision was

17

approved, and, you know, we discovered that the

18

areas for those individual lots or the ownership of

19

those -- one of those lots was incorrect, it's going

20

to affect the whole -- the developer has to go back

21

and redo the ownership. Until -- you know, until

22

that's resolved, we're not going to assign tax map

23

keys.

24 CHAIR HOKAMA: Right.
25 MR. OKAMURA: And there's -- you know, ownership -- unlike
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1

owners can be areas of discrepancies, et cetera.

2

It's all individual.

3 CHAIR HOKAMA: But you know like the one you just
4

mentioned first, problems with I guess the lines, we

5

get licensed -- people who put their surveyor's

6

reputation on the line, yeah, that they're doing

7

accurate and correct work and it's still not
matching up with our requirements or our standards?

9 MR. OKAMURA: It's a survey stamp you're talking about?
10 CHAIR HOKAMA: Yeah, someone is giving you something
11

that -- whose license say I verify this work is

12

accurate and done within, you know, certain

13

standards.

14 MR. OKAMURA: And after it's subdivided, it's recorded at
15

the Bureau of Land Court, and that's where the

16

discrepancies --

17 CHAIR HOKAMA: Are caught.
18 MR. OKAMURA: -- become evident. So I'm not saying that
19

the surveyor was in error. It could be the way it's

20

recorded by the developer. There's so many other

21

factors involved.

22 CHAIR HOKAMA: Okay. At this point, it's our
23

responsibility to get that resolved or is it the

24

request or who's asking for the TMKs to go and get

25

that resolved? Whose responsibility is that now?
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1 MR. OKAMURA: Basically what we're saying is they need to
2

resolve it before we issue any tax map keys.

3 CHAIR HOKAMA: So it's up to them to do it?
4 MR. OKAMURA: Yes.
5 CHAIR HOKAMA: So if they delay, then we don't collect.
6

There's any penalties we can impose for them?

7

Because it might be to their advantage, right, not

8

to process if they get -- if they're paying less

9

total revenues than required?

10 MR. OKAMURA: Well, I would think the developer would be
11

in financial -- you know, he would really lose out

12

if he doesn't -- he's not able to move the

13

subdivisions.

14 CHAIR HOKAMA: What is the longest that you're aware of
15

that hasn't been resolved yet? Two years, three

16

years?

17 MR. OKAMURA: Yeah, one much those 80s is -- I think was
18

two years.

19 CHAIR HOKAMA: Somebody's got money to burn if you can
20

wait two years, then. Okay. Well, hopefully we'll

21

have better comments in future audits. We look

22

forward to -- I know you've tried very hard, Lance,

23

Mr. Okamura, to improve your division, so I

24

appreciate your candidness.

25

Mr. Kane, we are on Item 9, the Single
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Federal Audit. We are in Section 3, I believe.
2

We've gone through the first two parts and we are

3

basically on page 4 and 5, which is the comments

4

from the auditor regarding certain program areas.

5

Do you have questions?

6 COUNCILMEMBER KANE: Not at this time, Chair. Thank you.
7

And I apologize for being tardy this morning.

8 CHAIR HOKAMA: No problem. Thank you for informing the
9

Chair prior to the meeting.
Okay, further questions in Section 3? We've

10
11

got a whole bunch. Okay, we'll start with

12

Mr. Pontanilla first.

13 COUNCILMEMBER PONTANILLA: Thank you, Chair. In regards
14

to your manpower requirements, I know we had

15

budgeted for additional mappers. Have all the

16

positions been filled or do you still have some

17

vacancies that need to be filled?

18 MR. OKAMURA: Mr. Chair.
19 CHAIR HOKAMA: Mr. Okamura.
20 MR. OKAMURA: We do have some vacancies in mapping yet,
21

but they need to be qualified. That's why we're

22

providing the training for them to be able to occupy

23

those positions.

24 COUNCILMEMBER PONTANILLA: And how many positions are
25

there?

RALPH ROSENBERG COURT REPORTERS, INC.
(808) 524-2090

47

BF 9/28/04

1 MR. OKAMURA: Two.
2 COUNCILMEMBER PONTANILLA: Two. Okay, thank you, Chair.
3 CHAIR HOKAMA: Ms. Tavares.
4 COUNCILMEMBER TAVARES: Mine is not about this.
5 CHAIR HOKAMA: Okay. Okay, we're still under the
6

reportable conditions area, Members. Mr. Nishiki.

7 VICE-CHAIR NISHIKI: Yeah, maybe it's not understood by
myself, Lance. Page 5, under effect, that first
9

paragraph, the auditor is saying, second to the last

10

sentence, these values are lower than assessed

11

values if the improvements were considered. This is

12

the sentence that I'm not clear about yet. Because

13

real property taxes are calculated using assessed

14

values, the County may not be receiving all of the

15

revenue to which it is entitled. What are they

16

saying and is the final processing that we do done

17

with -- where we now are receiving all of the

18

revenues which the auditor is saying we're not?

19

He's using the word assessed values. Tell me what

20

terminology then changes if we are losing money.

21 CHAIR HOKAMA: Mr. Okamura.
22 MR. OKAMURA:

Mr. Chair. I can only assume what they're

23

saying is -- if there's one lot and it's subdivided

24

and we haven't completed the mapping, we're going to

25

assess that parcel as one lot. And what we're doing
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is we're prorating the costs for those lots that
2

they have been sold and all that, and we're picking
up the buildings and putting on the buildings. Now,

4

I think what they're alluding to is if we were, for

5

example, to assess each individual lot by tax map

6

key, with the completed subdivision, it would be --

7

the assessed value would be a little higher than the

8

whole value.

9 VICE-CHAIR NISHIKI: And why can't you do that, because
10

the buildings are not up?

11 MR. OKAMURA: No, because it's not a -- we haven't
12

completed the individual parcel numbers, yeah.

13 CHAIR HOKAMA: Further questions, Mr. Nishiki?
14 VICE CHAIR NISHIKI: No.
-

15 CHAIR HOKAMA: Okay, thank you. Anything else for real
16

property, since we have Mr. Okamura? You have a

17

question, Mr. Kane?

18 COUNCILMEMBER KANE: Thank you, Mr. Chair, and I apologize
19

if this question was asked already. So with the

20

contracting of City and County to complete the

21

subdivision mapping backlog -- and I think at the

22

last meeting we did have a report that over 95

23

percent was done by a certain -- by June 30th. This

24

is now the end of September, so we're approaching

25

the end of the first quarter of '05 fiscal budget.
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Where are we? Has it been completed? Where are we?

2 CHAIR HOKAMA: Mr. Okamura, if you can respond, please.
3 MR. OKAMURA: That 95 percent was the goal to -- for -- to
4

complete the backlog. That was assuming that if

5

everything -- there were no problem subdivisions,
which they've run into, which we weren't able to

7

complete. Those 350 -- of those 350, 270 were

8

inputted into our system, completed, and valued

9

accordingly, and added approximately 1.5 million to

10

the revenues. The other -- the balance of those

11

350, the 80, is still at the City and County and

12

those are the problem subdivisions. And it's not --

13

it needs more research and requirement for the

14

subdivider or the developer on the owner to submit

15

proper documentation to clarify the issues involved

16

with those subdivisions.

17 COUNCILMEMBER KANE: Okay, is there a common thread that
18

defines the overall problem with these 80 remaining

19

subdivisions, or are there just the plethora of

20

problems that are unique to each individual

21

subdivision? Can you give us a better idea of what

22

we're dealing with?

23 MR. OKAMURA: Yes, of those 80, again, those problem
24

subdivisions are individual. I mean, the problems

25

that they're faced with are -- is specific to their
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1

own subdivision. It could be like unlike owners or

2

maybe the total subdivision after assignment of tax

3

keys or whatever. It doesn't -- the area doesn't

4

add up, so there's a lot of problems with that. For

5

example, one of the subdivisions that we just

6

completed, one lot was assigned 15,000 square foot

7

more than it's supposed to, so that needs to be

8

resolved before we assign tax keys to each

9

individual parcels.

10 COUNCILMEMBER KANE: Are we identifying whether or not the
11

problems are created by us as a County as well as

12

being created by individual/group entities as far as

13

creating these problems and how are you addressing

14

those problems as far as if we're at fault, is there

15

any steps that are being taken to resolve them, and

16

if it's property owner/owners that are at fault, how

17

are you folks addressing them?

18 MR. OKAMURA: Yeah, we're requiring them to submit
19

whatever is necessary to resolve that issue.

20 COUNCILMEMBER KANE: Is there a penalty process or some -21
22

is there a component of penalties involved with
this -- this process?

23 MR. OKAMURA: Not that I'm aware of.
24 COUNCILMEMBER KANE: Chair, are there -- to your
25

knowledge -- and maybe this is more of a question
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1

for Staff to just take a look at. Is there a

2

mechanism in place that allows us to penalize

3

persons who provide incorrect information and it

4

takes us an extended period of time and in the
meantime we're -- we're being shorted on property

6

tax revenues, which is burdening other existing

7

property taxpayers? Is there some mechanism place?

8

And again, I don't expect you to have the answer,

9

but if there is a mechanism, I'd like to know about

10

it and so we can make sure it can be implemented.

11

Or if there's not, at some future date maybe there's

12

a discussion that deserves attention. Thank you,

13

Chair.

14 COUNCILMEMBER HOKAMA: Mr. Moto, do you have a comment
15

that you could put forth at this time?

16 MR. MOTO: Mr. Chairman, no, I'm not aware of any current
17

mechanism to force or -- to force better or more

18

timely compliance by subdividers. I don't believe

19

there's any penalties. I don't think it's

20

specifically addressed anywhere in the current tax

21

ordinances. I don't have any immediate solutions.

22

It's something that would have to be researched.

23 CHAIR HOKAMA: Okay, thank you for that comment. One
24

thing I guess, Staff, we'll -- I guess we can follow

25

through and research it better, either that or my
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1

only idea to you is, Members, is to see if there's

2

ways to adjust the approval process of the

3

subdivision approval, whereby before you give final

4

subdivision, that subdivision map that goes to

5

eventually get a TMK must be done in advance of

6

actual construction gets started. Because if they

7

8

cannot start construction, I'm sure they're going to
go back and make sure their maps are all squared

9aware. Because other than that, I don't have any

10

idea how they're going to flag the lots for grading

11

and surveying purposes. Because if Mr. Okamura is

12

right and it's a 15,000 square foot -- that's a big

13

area. That's almost half an acre for a lot. That's

14

a reasonable -- more than reasonable error. So

15

that's only one suggestion I can think of is up

16

front you tell them no, you cannot proceed until it

17

gets corrected. Mr. Kane.

18 COUNCILMEMBER KANE: Thank you, Mr. Chair, and I
19

appreciate that insight. And perhaps we can turn

20

that comment into some proposed legislation for us

21

to consider at some future date. Because that puts

22

teeth into it and that makes sure that people get

23

their ducks in order before they expect and grumble

24

about things not getting done and things are too

25

slow and we're finding out that although we are
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1

creating some of our own problems, by all means a

2

lot of our problems are being created out there as

3

well. And so I think that would help us, but thank

4

you for your comments, Chair.

5 CHAIR HOKAMA: Okay, thank you. Thank you, Ms. Johnson.
6 COUNCILMEMBER JOHNSON: Morning.
7 CHAIR HOKAMA: Anything else for real property? If not,
8

I'm going to thank Mr. Okamura. Thank you very much

9

for participating this morning. Question for

10

Mr. Yoshimi under bank deposits from the Chair.

11

don't know if all the members, but some of the

12

members are aware of some of the concerns regarding

13

the bank deposits, Mr. Yoshimi, particularly with

14

two regional areas. Can you tell us, without

15

breaking into personnel confidentiality areas, what

16

has the department done to minimize reoccurrence of

17

delinquent bank deposits or an inability to balance

18

your ledger?

19 MR. YOSHIMI: Since then the County has gotten copies of
20

the deposit slips from the bank, which can -- our

21

staff can identify some handwritings and people, and

22

treasury has preprinted some of the deposit slips so

23

it -- identifying departments. And as I mentioned,

24

we brought it down to a substantial amount to where

25

it's now down to like 89,000 and it's more
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manageable.

2 CHAIR HOKAMA: Yeah, I mean -- and I guess that's for the
3

whole Department, right, Mr. Yoshimi, the 89,000?

4 MR. YOSHIMI: It's for the whole County, yeah.
5 CHAIR HOKAMA: For the whole County. Okay. So we can
6

assume, then, as it filters down to the smaller from

7

the Department down to its regional offices or what

8

not, everything is proportionate, then? Like the

9

Lanai office for Finance couldn't have $89,000 of

10

cash undeposited, right?

11 MR. YOSHIMI: Yeah, yeah, it's all over, yeah.
12 CHAIR HOKAMA: Okay. Those areas that may not have maybe
13

an on-island supervisor or a back-up employee, what

14

safeguards have we -- have you considered or your

15

Department has considered that can both ensure the

16

County, you know, it's -- the money's deposited

17

right, but also to minimize negative actions by an

18

employee. We're trying to take away the temptation

19

of wrongdoing, if I can state it without getting too

20

specific.

21 MR. YOSHIMI: Is there -- well, we do have internal
22

control procedures where we require timely deposits

23

and separation of duties and things like that, yeah.

24 CHAIR HOKAMA: Okay. At this point in time you feel that
25

is sufficient to take care of the needs of the
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Department as well as auditor's comments?

2 MR. YOSHIMI: Yeah, I believe our auditors have reviewed
3

our internal controls. And if there were major

4

deficiencies, they would have so recognized it.

5 CHAIR HOKAMA: Okay. Members, comments for either
6

Mr. Yoshimi or the Director for this portion of the

7

audit under reportable conditions? Mr Nishiki?

8 VICE-CHAIR NISHIKI: No.
9 CHAIR HOKAMA: Mr. Pontanilla?
10 COUNCILMEMBER PONTANILLA: No.
11 CHAIR HOKAMA: Ms. Tavares?
12 COUNCILMEMBER TAVARES: I just -- if we were kind of done
13

with this, I know Ms. Hayashi is here and I was

14

wondering if she had comments about CDBG.

15 CHAIR HOKAMA: Yeah, we'll bring her up right after we get
16

done with Mr. Yoshimi's area. Mr. Kane?

17

Ms. Johnson?

18 COUNCILMEMBER JOHNSON: No.
19 CHAIR HOKAMA: Mr. Mateo?
20 COUNCILMEMBER MATEO: No.
21 CHAIR HOKAMA: Mr. Molina?
22 COUNCILMEMBER MOLINA: No.
23 CHAIR HOKAMA: Anything, Mr. Nishiki?
24 VICE-CHAIR NISHIKI: No.
25 CHAIR HOKAMA: Okay, thank you very much, Mr. Yoshimi, for
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your presence. We'll ask Ms. Hayashi to join us,

2

please.
Members, you want a short break? I would say

3
4

take it now and then --

5 COUNCILMEMBER MATEO: Take it now.
6 CHAIR HOKAMA: Okay. We'll be in recess and reconvene at
7

10:30.

(Gavel).

RECESS: 10:26 a.m.
RECONVENE: 10:37 a.m.
10 CHAIR HOKAMA: (Gavel). The Council's Committee on Budget
11

and Finance shall return to order. We are on Item

12

9. This is the September 28th, 2004 Committee

13

meeting.

14

At this time we have also Ms. Hayashi, who

15

oversees our Community Development Block Grant

16

program for the County of Maui which comes under the

17

Federal HUD program or department. So at this time

18

I'll ask Ms. Hayashi for her comments as it regards

19

to this audit report. Ms. Hayashi.

20 MS. HAYASHI: Thank you, Chair and thank you, Council
21

Members, Members of the Budget and Finance

22

Committee. I'd like to take this opportunity just

23

for -- by way of background. As the auditors had

24

explained, this is a prior year finding, and the

25

finding in 2003 was some internal control weaknesses

RALPH ROSENBERG COURT REPORTERS, INC.
(808) 524-2090

BF 9/28/04

57

1

over monitoring. And recommendations included

2

improved procedures, as well as a checklist. And

3

4
5

for your information, the procedures, written
procedures were prepared and implemented last year.
So as a result, if you look at the current

6

status, the auditors were satisfied that procedures

7

and controls were implemented in accordance with

8

their recommendations. Last year at the time when I

9

was questioned about the checklist, my response was

10

that having been in that position barely a month and

11

a half, I did not feel that I had enough background,

12

technical background to identify all the -- all the

13

different requirements that are required of each

14

project throughout the year.

15

And so although I was comfortable with

16

implementing procedures, follow-up procedures, which

17

is -- for a specific task, I was not comfortable to

18

create a checklist that covered the whole gamut of

19

what's required for project monitoring. This was

20

back in September or August 2003. I wanted to just

21

bring you a current update, and that is to --

22

assure you that in fact this checklist has been

23

prepared and it is a -- it covers from the very

24

point of when the subrecipient is granted the award

25

all the way to the end of project closure.
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And really I feel very comfortable with this
new checklist. It will be implemented with the 2004
agreements, and we also had the opportunity to

4

review this with HUD, and they feel very comfortable

5

with it as well. So I just wanted to give you that

6

status update. And hopefully that will -- this will

7

be key in our -- in our improved monitoring

8

procedures and making sure that not only are the

9

reports submitted, but that we can be responsive to

10

the subrecipients in all areas of the grant

11

management. Thank you.

12 CHAIR HOKAMA: Thank you. Members, questions for
13

Ms. Hayashi? Mr. Pontanilla?

14 COUNCILMEMBER PONTANILLA: No.
15 CHAIR HOKAMA: Ms. Tavares?
16 COUNCILMEMBER TAVARES: No.
17 CHAIR HOKAMA: Mr. Carroll?
18 COUNCILMEMBER CARROLL: No.
19 CHAIR HOKAMA: Mr. Kane?
20 COUNCILMEMBER KANE: No.
21 CHAIR HOKAMA: Ms. Johnson?
22 COUNCILMEMBER JOHNSON: Agnes, how -- you know, you've
23

addressed this problem or the perceived problems, is

24

I think is really positive. Are there any other

25

measures that you would be taking to I guess tighten

RALPH ROSENBERG COURT REPORTERS, INC.
(808) 524-2090

BF 9/28/04

59

1

up or move forward in terms of the management, any

2

other potential problems that you see?

3 MS. HAYASHI: Well, what we have done -- thank you for
4

that question. What we have done since -- since

5

I've last come before you is, you know, we did

6

identify an area which was to supplement our
competitive application process, which was the
redesign of our application packet. And we

9

completed that in August, and that was provided to I

10

believe the Council back in August, and that is

11

currently in effect. And what that did was actually

12

addressed all the issues that was raised in the

13

Carbonaro audit, in which the Council had

14

requested -- or the Council-directed audit had

15

recommended -- had recommended that the competitive

16

application process be disclosed, how we were rating

17

them, a schedule so that the subrecipients could be

18

familiar with what to expect, improved instructions.

19

Supplementing with that we included a checklist so

20

that the subrecipients would understand what we

21

would be looking at. So that has been -- that has

22

been addressed.

23

Additionally, we implemented a grants

24

workshop. I think that was very much needed, and we

25

held our first one in September for the applicants
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1

that are currently applying. Also another

2

recommendation out of the Carbonaro audit was that

3

we place our consolidated plan, our citizen

4

participation plan, and our application packet on

5

line to improve accessibility and outreach. And

6

that has been completed as well, and that's up and

7

running September 1st, 2004.
In areas of improvement, I think we cannot do

9

enough for outreach. The -- we have the -- we had

10

the opportunity this past year, because of the

11

development of five-year consolidated plan, to

12

really emphasize the importance of community input

13

and provide -- and have the opportunity to go to

14

each area and hold additional public hearings. And

15

if there are any suggestions for further outreach

16

--

what we've done for outreach is we've added to

17

our -- besides the public hearings, besides putting

18

everything on line, is attending the executive --

19

non-profit executive directors meeting. Because

20

they have a membership of over 50 non-profits.

21

We've also created a database. And as

22

people -- especially not only people that have

23

applied or shown interest but at our public hearings

24

we have a listing where people can sign up,

25

organizations can sign up and provide either their
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address or their email address, and what we've done

2

is we've had three or four mass mailings of HUD

3

workshops, our workshops, current information that

4

should be -- that might be helpful to them, where

5

that's another area that we're trying to -- to

6

notify the public, as well as through, you know,

7

published public notices and press releases. But

8

that's an area that I would really like to improve

9

upon is public citizen participation and outreach,

10

and then probably another area is we have -- we have

11

been -- in the last two or three years have really

12

had an increase in construction projects, and I

13

think that's an area that HUD worked hard and the

14

County recognizes that that's an area that -- you

15

know, it's even more complex. But what we're trying

16

to address right now is how to improve our

17

monitoring of our construction projects. But that's

18

what I see in the horizon right now.

19 COUNCILMEMBER JOHNSON: I really thank you, Agnes, for
20

your hard work and your diligence in the area, and

21

really not seeing these audits as something that's

22

critical, but that it's a helpful tool to allow you

23

to make those improvements and make the program

24

more effective. So I'm very happy, Mr. Chair, that

25

the Department really seems to have made dramatic
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improvements for the better. So thank you, Agnes.

2 MS. HAYASHI: Thank you.
3 CHAIR HOKAMA: Mr. Mateo.
4 COUNCILMEMBER MATEO: Chairman, thank you.
5

Agnes, good morning.

6 MS. HAYASHI: Good morning.
7 COUNCILMEMBER MATEO: Perhaps just to continue to follow
8

up on questions that Member Johnson had asked you a

9

minute ago. With these new inclusions, because your

10

office really has done a lot in taking a problemed

11

program and making it functional, yeah, your

12

inclusion of a checklist, your inclusion of having

13

to work with more rigid Federal guidelines, and as

14

you referenced not only in construction projects but

15

in land acquisition projects as well that we're kind

16

of familiar with, there is no reference -- because

17

your office is primarily a two-women show, yeah?

18 MS. HAYASHI: Three.
19 COUNCILMEMBER MATEO: There's -- three-women show.
20

There's no reference with these new inclusions and

21

the new demands on your office, you know, relative

22

to whether or not the existing personnel is able to

23

continue to do the work that you have -- you have

24

kind of challenged them as well. So any comments as

25

to how you continue to upkeep the new program
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1

designs that you have set forward without the

2

additional bodies?

3 MS. HAYASHI: Chair. Thank you, Councilmember Mateo.
4 CHAIR HOKAMA: You can answer that it in a general
5

response, but this is in regards to the audit, yeah,

6

so please (inaudible) your response.

7 MS. HAYASHI: Okay, thank you. We are currently
8

evaluating that right now with the development of --

9

and working on our 2006 budget. That is a

10

challenge. We have implemented a lot of procedures.

11

With any implementation of procedures that I --

12

based on my experience is there is a period that

13

follows of transition. And that's just something

14

of -- that's just the nature of implementing or

15

redesigning office procedures and the Administration

16

of a program. So we are looking at that very

17

closely. I am -- you know, I'm hoping that with

18

more stringent procedures, written procedures and

19

standards, that that will improve our monitoring and

20

we'll streamline or, you know, focus our resources

21

to be more productive. But you are right in the

22

sense that, you know, we have to evaluate the

23

resources that are needed so we can stay effective,

24

and I am doing that with the 2006 budget. Thank

25

you.
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1 COUNCILMEMBER MATEO: Thank you, Mr. Chairman.
2 CHAIR HOKAMA: Thank you. Mr. Molina?
3 COUNCILMEMBER MOLINA: No.
4 CHAIR HOKAMA: Mr. Nishiki?
5 VICE-CHAIR NISHIKI: No.
6 CHAIR HOKAMA: Further question, Mr. Pontanilla?
7 COUNCILMEMBER PONTANILLA: Yeah, just a question in
8

regards to you say that you have a lot of

9

construction projects that now surfacing or we are

10

funding. Do you hire an outside consultant in

11

regards to reviewing of these construction projects

12

or drawings to ensure that they comply?

13 MS. HAYASHI: Mr. Chair.
14 CHAIR HOKAMA: Ms. Hayashi.
15 MS. HAYASHI: No, we do not hire any outside consultants.
16

We have been very fortunate that where we have

17

needed technical assistance, I have turned

18

towards -- I have turned to HUD. And we have also

19

had some training in the area as needed, formal

20

training, and that is why more so we are seeing a

21

need for the development of expertise in that area

22

because of the increase in construction monitoring

23

and because of the requirements involved.

24 COUNCILMEMBER PONTANILLA: So going forward in '06, part
25

of the requirements for your addition will be just
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that?

2 MS. HAYASHI: We are evaluating that at the current time.
3 COUNCILMEMBER PONTANILLA: Okay, thank you.
4

Thank you, Chair.

5 CHAIR HOKAMA: Is that only for non-government projects
6

that you turn to HUD?

7 MS. HAYASHI: Oh, Mr. Chair, that is correct. Where it
8

has been like, say, Public Works, usually they have

9

expertise where they factor it in within their

10

project to have construction management.

11 CHAIR HOKAMA: Do we need to have an outside entity view
12

our construction projects?

13 MS. HAYASHI: Mr. Chairman, that may be necessary. I need
14

to evaluate that. A lot of it depends on -- we're

15

embarking on these projects, and I can see it as --

16

I can see it, you know, in the horizon. At this

17

point we are managing. We haven't really started.

18

But with the influx -- and of course it all depends

19

on the new applications that we -- that we will be

20

entering into this upcoming application period, but

21

if there is a need and if it means that if there is

22

a risk to our compliance, we will definitely do what

23

is -- what is necessary to stay in compliance and to

24

make sure that HUD is satisfied with our monitoring.

25 CHAIR HOKAMA: Okay, thank you for that. Further
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questions, Members, for Ms. Hayashi?
2
3

Any other comments, Ms. Hayashi, you wish to
share with the members this morning?

4 MS. HAYASHI: I would just like to thank the members for
5

your support and for the latitude and flexibility

6

that you have given our office, especially your

7

guidance with the Carbonaro audit. You know, I'm

8

very happy to report to you that all of the

9

findings, all of the recommendations a year later

10

have now been addressed and are fully implemented

11

and have really been instrumental in -- in our

12

project -- in the Administration of our projects.

13

So thank you very much, Council Members.

14 CHAIR HOKAMA: Thank you, Ms. Hayashi, for a job well
15

done. We'll also extend it to your supporting

16

members of your staff for a job well done. Thank

17

you.

18

Okay, Members, if there's no further

19

questions, thank you very much, Ms. Hayashi. Are

20

there other areas we are now on part number 4, any

21

questions over Section 4 of audit by -- from

22

Yamane & Associates regarding the independent

23

auditor's report on compliance or the internal

24

control over financial reporting, as it starts on

25

page 7, Members?
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Any comments by Mr. Yamane in this area?

2 MR. YAMANE: Not at this time, Mr. Chair.
3 CHAIR HOKAMA: Okay. Members, any questions or comments
4

regarding this portion of the report from Mr. Yamane

5

or for a Department? Okay, seeing none. Any

6

questions or comments under Section 5, which is

7

the -- our independent auditor's report on

8

compliance and internal control for each major

9

Federal award program as well as the schedule of

10
11

expenditures of said Federal funds?
Mr. Yamane, any comments, please?

12 MR. YAMANE: Not at this time, Mr. Chair.
13 CHAIR HOKAMA: Okay, we'll start with Mr. Pontanilla. You
14

have a big program area regarding HUD. Any

15

questions for the auditors, which starts on page 9?

16 COUNCILMEMBER PONTANILLA: Not at this time.
17 CHAIR HOKAMA: Ms. Tavares?
18 COUNCILMEMBER TAVARES: No. Thank you.
19 CHAIR HOKAMA: Okay. Mr. Carroll? Mr. Kane?
20

Ms. Johnson? Mr. Mateo?

21 COUNCILMEMBER MATEO: No.
22 CHAIR HOKAMA: Mr. Molina?
23 COUNCILMEMBER MOLINA: No.
24 CHAIR HOKAMA: Mr. Nishiki?
25 VICE-CHAIR NISHIKI: No.
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1 CHAIR HOKAMA: Okay, we're under the last part, Members,
2

which is the schedule itself of the major awards, or

3

I should say of all the awards. Any project or

4

award that you wish to question and bring forward to

5

the auditors? Starts on page 11, goes right to the

6

end of the report. Mr. Pontanilla?

7

COUNCILMEMBER PONTANILLA: No questions.

8 CHAIR HOKAMA: Ms. Tavares?
9 COUNCILMEMBER TAVARES: No.
10 CHAIR HOKAMA: Mr. Carroll? Mr. Kane?
11 COUNCILMEMBER KANE: No.
12 CHAIR HOKAMA: Ms. Johnson?
13 COUNCILMEMBER JOHNSON: No.
14 CHAIR HOKAMA: Mr. Mateo?
15 COUNCILMEMBER MATEO: No.
16 CHAIR HOKAMA: Mr. Molina?
17 COUNCILMEMBER MOLINA: No.
18 CHAIR HOKAMA: Mr. Nishiki?
19 VICE-CHAIR NISHIKI: No.
20 CHAIR HOKAMA: Okay, seeing none. Any closing comments by
21

the auditor regarding the Single Audit Report,

22

please?

23 MR. YAMANE: Not at this point, Mr. Chair.
24 CHAIR HOKAMA: Okay. It is your Chair's recommendation to
25

file this audit report and any and all attached
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communications. Do I have a motion?

2 COUNCILMEMBER CARROLL: So moved.
3 COUNCILMEMBER TAVARES: Second.
4 CHAIR HOKAMA: We have a motion from Mr. Carroll, seconded
5

by Ms. Tavares to file County Communication 04-26,

6

which transmitted the County of Maui, State of

7

Hawaii Single Audit Report for Fiscal Year ending

8

June 30th, 2003. Any discussion, Members? Seeing

9

none. All in favor, say "aye."

10 COUNCIL MEMBERS VOICED AYE.
11 CHAIR HOKAMA: Opposed say "no."
12

VOTE: AYES:

13
14
15

NOES:
ABSTAIN:
ABSENT:
EXC.:

Councilmembers Carroll, Johnson, Kane,
Mateo, Molina, Pontani1la, Tavares,
Vice-Chair Nishiki, and Chair Hokama.
None.
None.
None.
None.

16 MOTION CARRIED.
17

ACTION:

Recommending FILING of communication.

18 CHAIR HOKAMA: Motion is carried. Thank you.
19

Thank you, Ms. Hayashi.

20 ITEM NO. 3: COMPREHENSIVE ANNUAL FINANCIAL REPORT (CAFR)
(C.C. No. 04-27)
21
22 CHAIR HOKAMA: Members, we have one last item, which is
23

the CAFR, or the Comprehensive Annual Financial

24

Report for the County of Maui, which ends -- for the

25

Fiscal Year ending June 30th, 2003.
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Mr. Yamane, any opening comments for the
members?

3 MR. YAMANE: Yes, Mr. Chair. The CAFR is the second year
4

in which the County has implemented GASB-34, and the

5

major reporting differences are really contained

6

in -- starting on page 19 of the CAFR, which your

7

GASB-34 required that there be management discussion

8

and analysis section, which is pretty -- not quite,

9

but it's moving in the direction where if some of

10

you review reports of public companies, public

11

companies have been required to have a management

12

discussion and analysis section for many years on a

13

go-forward basis.

14

The other part of the GASB-34 that's new is

15

on page 33 and then continues on to page 34. The

16

statement of net assets is being presented as part

17

of this new requirement. It segregates the County's

18

overall assets, liabilities, and different from the

19

typical fund statements that we used to see that --

20

it's still presented here also in pages to follow,

21

but this statement does reflect a net asset

22

category, and the net asset categories are also

23

segregated between unrestricted and restricted

24

purposes.

25

This statement is pretty similar to
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1

not-for-profit organizations which have had to

2

report in this manner for probably about maybe eight

3

to ten years now. So the government financial

4

statements have -- this portion has kind of moved in

5

that direction. On page 34, this report is slightly

6

different in terms of -- it's a very -- I guess I

7

would term it a very unique type of statement. It

8

does reflect the expenditures up on the top portion

9

of the page by different governmental activities.

10

And then on the bottom of the page this tells the

11

reader, well, how do you pay for these governmental

12

activities and where are your revenue sources? So

13

it's somewhat of a different format. Typically

14

you're accustomed to seeing revenues first and then

15

expenditures. This is something a little different

16

and unique now that the GASB required.

17

Other than that, the remainder of the CAFR

18

are pretty similar. It does reflect the fund

19

statements segregated by your different funds and

20

revenues also by those different fund categories.

21

That is all that I have at this point in time,

22

Mr. Chair.

23 CHAIR HOKAMA: Thank you. Mr. Yamane, thank you for
24

bringing the Committee into mindfulness of the

25

adjustments we made for GASB-34 and its adjustments.

RALPH ROSENBERG COURT REPORTERS, INC.
(808) 524-2090

BF 9/28/04

1
2

72

At this time, Members, questions for the
auditor? Ms. Tavares.

3 COUNCILMEMBER TAVARES: Thank you. One is a general
4

question. Who looks at this document? And

5

specifically as it relates to like our bond holders,

6

Bond Council, the rating agencies, do they look at

7

this as a key document or do they look at it at all?

8

Do you know?

9 MR. YAMANE: I guess the Finance Department, would you
10

like to comment?

11 CHAIR HOKAMA: Finance Department. We have Deputy
12
13
14

Director Fujita here to assist the Members.
Mr. Fujita, thank you for joining us. If you
can respond to Ms. Tavares' question, please.

15 MR. FUJITA: Thank you, Mr. Chair. After completion of
16

the CAFR, I think the most important of the readers

17

is the bond rating agencies, and they start off by

18

comparing the numbers with prior years and they look

19

for like overall trends and compare it to standards.

20

At the end of that process, which normally would

21

take a couple weeks, then it's included in

22

prospectives kind of document. It's called an

23

official statement, and that is distributed to all

24

the bond holders. And a portion of that document --

25

actually, the back half is an attachment that's
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1

straight out of the CAFR. It shows all the

2

financial statements and all of those attachments.

3

Another important rater is the Council, of

4

course, and taxpayers the County. The financial

5

statements, they are available right now on the

6

Internet on the County's website.

7 COUNCILMEMBER TAVARES: Thank you. So you know the
8

beginning part of this, the introduction or

9

whatever, is written by -- was the introductory

10

section as written by the Administration or the

11

Department, and specifically Keith Regan in this

12

case. And after it talks about all the history --

13

like on page 8, when it looks at the heading

14

economic condition and outlook, is this -- this is

15

the part that to me stands out a whole lot in this

16

report. And I see a lot of emphasis saying that,

17

you know -- looking at the Maui County's economy,

18

Maui County's economy is going strong and that Maui

19

leads all other counties in visitor arrival, growth,

20

and that kind of thing. How much attention does the

21

bond raters look that part of our economic

22

stability, the visitor industry?

23 CHAIR HOKAMA: Mr. Fujita.
24 MR. FUJITA: Thank you, Mr. Chair. That's a very good
25

question, and the bond raters study that as well as
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1

other analysis that they do on their own. In the

2

County of Maui, most of our economy is because of

3

the visitor industry. So they study hotel

4

occupancies and the rates of hotels, the volumes,

5

visitor trends, the construction of new hotels, as

6

well as the movement of the support industries, the

7

construction trade, and on and on and on. When we

8

do the presentation to the rating agencies, we

9

usually start off with information from the CAFR

10

that shows the structure of the County as well as

11

the financial position and the activities of the

12

County.

13

Then the next part of the presentation goes

14

into the economy, and we explain what's happening as

15

far as all the hotel activities, the airport

16

activities, and on and on again. Excuse me. The

17

rating agencies are concerned about a number of

18

things, and besides of the financial status of the

19

County itself and the economy, they also are

20

concerned about the management and the relationship

21

with Council and the population themselves, is it

22

growing, is it becoming more wealthy. And for the

23

County of Maui, because it's been the number one

24

resort island in the world for the past eight years,

25

I believe --
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1 COUNCILMEMBER TAVARES: Ten.
2 MR. FUJITA: Oh, ten now. Sorry. Thank you for the
3

correction.

4 COUNCILMEMBER TAVARES: Maybe 11. It's around there.
5 MR. FUJITA: I believe that was the reason that we had the
6

upgrade the other year into a double A. The

7

agencies, they've -- they realize in good times and

8

bad times that the County of Maui still maintained

9

that number one status.

10 COUNCILMEMBER TAVARES: Do they -- do they look at the
11

relationship between like government and this

12

economic driver of ours? I mean, does it matter to

13

them that the County government supports like the

14

Maui Visitors Bureau, unlike any other County, you

15

know, that gives minimal or zero support to their

16

visitor industry? Do they even look at that part of

17

the relationship?

18 MR. FUJITA: I know that the rating agencies are aware of
19

the large grant that this County provides, but when

20

I read their reports I don't think they mention that

21

specific relationships, but they are aware of it,

22

though.

23 COUNCILMEMBER TAVARES: But they're looking for
24

relationships between the County government and any

25

other economic -- I mean like what are we doing in
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1

the area of high tech, for example, you know,

2

looking at, you know, diversifying the economic base

3

here, and realizing, of course, that tourism is

4

still the number one thing, but that County is

5

involved with all these others, instead of, you

6

know, just standing by and letting things kind of

7

happen as they may. So is that brought into the

8

picture too, the high tech development and all of

9

that?

10 MR. FUJITA: Yeah.
11 COUNCILMEMBER TAVARES: Okay.
12 MR. FUJITA: In the past it was a concern about the lack
13

of diversity in the County of Maui, all with

14

tourism. So that's why as a part of the

15

presentation that we always included a mention about

16

the high tech and agriculture and construction and

17

the other support industries.

18 COUNCILMEMBER TAVARES: Yeah, thank you for that
19

explanation. Thank you, Chair.

20 CHAIR HOKAMA: Thank you. Mr. Carroll, questions for
21

either Mr. Fujita or the auditors? Okay, Members,

22

just to let you know, the Chair will come back to

23

the beginning of the CAFR where we have the

24

reportable conditions. So we'll return to that, but

25

if you have other questions in general for
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1

Mr. Fujita or Mr. Yamane, we'll be happy to have

2

that entertained at this time. Mr. Kane?

3 COUNCILMEMBER KANE: Thank you, Chair. Mr. Chair, I had a
4

question for Mr. Yamane on page 32. And I don't

5

know if that's appropriate at this time or you

6

prefer to start --

7 CHAIR HOKAMA: I believe that's part of his comments in
8

his opening remarks --

9 COUNCILMEMBER KANE: That is correct, Chair.
10 CHAIR HOKAMA: -- Mr. Kane, so please forward your
11

question.

12 COUNCILMEMBER KANE: Thank you very much. My question has
13

to do with the fourth paragraph, talking about the

14

Highway Fund ending with a deficit fund, and then

15

adding the beginning deficit to amount budgeted for

16

'03 of 1 million, resulted in a budget deficit of

17

1.4, but it's noted that it -- actual results of

18

operation ended with a fund of .6 due in part to

19

increases in revenue from weight tax and operation

20

and capital project lapses of 1.6 million. Where

21

would we be able to get a better picture of those

22

operational and capital project lapses, the 1.6

23

million? I guess because we didn't spend that,

24

that's how we were able to bring it into a positive,

25

since we started out at 1.4 negative? And again,
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that's on page 32, Mr. Yamane.

2 MR. YAMANE: Councilman Kane, I don't have the answer
3

right now. I need to spend some time looking at it

4

in relation to the report themselves, so if you can

5

give me some time, I could probably try to locate

6

where you could pick up on that information.

7 COUNCILMEMBER KANE: Mr. Chair, I have no objection with
8

him reporting back to us somehow. I don't know if

9

it's in written response, whatever your pleasure is.

10 CHAIR HOKAMA: We'll forward a written request so that
11

there's documentation, and when the response is

12

filed by the auditors, we'll be happy to have that

13

disseminate to all members of the Committee.

14 COUNCILMEMBER KANE: Thank you, Chair. My other line of
15

questioning, Chair.

16 CHAIR HOKAMA: Yes, proceed, please.
17 COUNCILMEMBER KANE: And more of a general question
18

regarding GASB-34 and how road conditions are looked

19

at. Although -- and whether or not our road

20

infrastructure is considered an asset or a liability

21

and how that is -- if you can help us better

22

understand how we look at our road infrastructure

23

and the condition of those roads and how they're

24

rated with respects to the asset/liability view. In

25

other words, if a road hasn't been paved for 40
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1

years, is it viewed as an asset, or because there

2

has to be obviously money put into it to bring it

3

back to a level of acceptance -- I mean, I don't

4

know if there's a standard that GASB-34 provides for

5

us to judge that or make a determination. I'm

6

trying to understand if that's how far GASB-34 goes

7

to make that determination of the level of

8

acceptance for our infrastructure specifically to

9

roads.

10 CHAIR HOKAMA: Mr. Taniguchi, can you please respond.
11 MR. TANIGUCHI: I believe GASB allows two methods to
12

present your infrastructure. One is to depreciate

13

it and the other is to not depreciate it and I

14

believe at the same time disclose or rate the

15

condition of your fixed assets. I think the County

16

chooses to depreciate it, so because of that

17

alternative, you know, they don't disclose the

18

condition of the fixed assets in the report. The --

19

I believe Finance hired a consultant to do

20

evaluation of the infrastructure assets and that is

21

how the balance was established.

22 COUNCILMEMBER KANE: Thank you for that response.
23

Mr. Chair, is there any way that we can request that

24

if there is a final report of that evaluation, that

25

that can be forwarded to the Council for our purview
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1

at some point? And it's related, again, to the

2

discussion and analysis of -- of what's in front of

3

us today.

4 CHAIR HOKAMA: We can forward that. Not a problem. I'll
5

ask Mr. Fujita, you are able to give a comment at

6

this time regarding the question from Mr. Kane?

7

MR. FUJITA: Thank you, Mr. Chairman. I believe the
consultant -- what he did was compile the

9

information. I'm not sure if there was an

10

evaluation of the liability or risks involved in the

11

streets, but I believe that a copy is available.

12 CHAIR HOKAMA: Okay, thank you. We'll move forward the
13

request formally and await a response.

14 COUNCILMEMBER KANE: Thank you, Chair. I'm done with
15

questions.

16 CHAIR HOKAMA: Thank you. Ms. Johnson?
17 COUNCILMEMBER JOHNSON: Yes, on -- I guess it would be
18

page 28, under the management discussion and

19

analysis, under the Wastewater Fund, it looks like

20

the revenues between sewer and cesspool fees are

21

remaining generally at the same level as the

22

previous year's collections and yet our

23

expenditures, you know, seem to be increasing and

24

they put in I guess .4 million. Do you see this

25

from a -- and, Mr. Fujita, you can answer it or the
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1

auditor, do you see this as something that we're

2

going to have to look at, and is the increase due to

3

the number of people utilizing the service? Do we

4

have the fees or the rates set at a level that we're

5

going to continuously have to subsidize or how are

6

we approaching this? And do you think it's a

7

problem or do you think it's just, you know, playing

8

catch up?

9

CHAIR HOKAMA: Mr. Fujita, you have a response?

10 MR. FUJITA: Thank you, Mr. Chair. I don't have a real
11

good answer right now, but I know the time on that

12

particular analysis is at the budget presentation.

13

Every year the costs go up because of the payroll

14

increases, and the other operating costs, they

15

normally increase, and this -- the rate of increase

16

here at 4 percent is very close to what the

17

inflation rate is and the payroll increase rate.

18

The appropriate time, though, I believe is at the

19

budget discussions.

20 COUNCILMEMBER JOHNSON: And I appreciate that. You know,
21

the one thing that I just am really concerned about

22

is with the expenditures that we're going to be

23

facing, and particularly because we no longer have

24

some of the old time Federal subsidies that we had

25

in the area of wastewater, that's always going to I
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1

guess be a concern. So I just wondered if' there was

2

any trend that we're going to really have to look at

3

this as an area of concern.

4 MR. FUJITA: Another comment, Mr. Chair.
5 CHAIR HOKAMA: Mr. Fujita.
6 MR. FUJITA: If you look at page -- page number 35, this
7

report shows a balance sheet for various funds,

8

including the wastewater fund, and on the bottom is

9

the amount of the unreserved fund balance or special

10

revenue fund of $543,000. And it's still showing up

11

as a positive. So that means that the funds still

12

has enough resources. Every year, though, it

13

deserves a look as far as all the cost trends and

.14

the expectations of the wastewater fees and

15

revenues, and we normally look at that in January, I

16

believe.

17 COUNCILMEMBER JOHNSON: Thank you.
18 CHAIR HOKAMA: Okay, thank you very much, Mr. Fujita.
19

Mr. Mateo?

20 COUNCILMEMBER MATEO: No.
21 CHAIR HOKAMA: Mr. Molina?
22 COUNCILMEMBER MOLINA: Chairman, question is more related
23

to the landfill accounts receivable, so I guess when

24

that time comes I'll ask those questions then.

25 CHAIR HOKAMA: Okay, thank you. Mr. Pontanilla?
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1 COUNCILMEMBER PONTANILLA: Question, who pays franchise
2

tax in Maui County?

3 CHAIR HOKAMA: Mr. Fujita, I think you can respond to
4
5

6

that.
MR. FUJITA: I'll ask Ty to come and answer that. I think
he knows off the top of his head.

7 CHAIR HOKAMA: Mr. Yamane, if you can.
8 MR. YAMANE: I believe most of the franchise fees are from
9

the utility companies, so the County receives from

10

MECO and the other utilities and it's in the form of

11

franchise fees, I believe.

12 CHAIR HOKAMA: Mr. Yoshimi.
13 MR. YOSHIMI: That is correct. The major contributor is
14

MECO and gas company.

15 COUNCILMEMBER PONTANILLA: So all utilities pay franchise
16

taxes, including communication companies?

17 MR. YOSHIMI: No. Basically MECO and the gas company.
18 COUNCILMEMBER PONTANILLA: Okay.
19 MR. YOSHIMI: In addition to that they pay that newly
20

instituted Public Service Company Tax this is in

21

lieu of the property tax, yeah.

22 COUNCILMEMBER PONTANILLA: Okay. Thank you.
23

Thank you, Chair.

24 CHAIR HOKAMA: Okay. Mr. Carroll, questions? Any further
25

questions before we go to reportable conditions?
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Mr. Kane.

2 COUNCILMEMBER KANE: Thank you, Chair. If
3

Mr. Taniguchi I think responded to my earlier

4

question regarding two methods that are options and

5

the one that we opted for, if that can be restated,

6

please, again, the two methods of reporting and

7

which one was chosen and is there some place where

8

they're -- where it's clearly defined, those two

9

options, so that we could look at those options.

10 CHAIR HOKAMA: Mr. Taniguchi, please.
11 MR. TANIGUCHI: Yeah, at this time I'm not sure if it is
12

disclosed anywhere, but no, I will take a look

13

and -- you know, if we can get back to you.

14 COUNCILMEMBER KANE: Can you just restate the two options
15

that --

16 MR. TANIGUCHI: The two options is you can choose t
17

depreciate your assets, and the other method, if you

18

choose not to depreciate, you would need to disclose

19

the condition of your, you know, fixed assets and

20

infrastructure.

21 COUNCILMEMBER KANE: And currently the County has chosen
22

to depreciate the assets?

23 MR. TANIGUCHI: Correct.
24 COUNCILMEMBER KANE: Mr. Chair, just for the sake of not
25

prolonging, I know there's a lot of information for
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discussion. Is there any way that we would be able
2

to understand the strengths and weaknesses of each

3

option? You know, and I want to avoid having to get
into that discussion here, but is there some way

5

where perhaps there's a resource where myself or

6

Staff person could access that information to get a

7

better understanding of which -- what are the

8

strengths and weaknesses of these two options?

9 MR. TANIGUCHI: I would think the best place to start
10

would be the GASB pronouncement 34, and it may refer

11

you to, you know, other reference material. And we

12

can provide that.

13 COUNCILMEMBER KANE: Mr. Chair, if we can incorporate that
14

into the written request that we asked for earlier

15

regarding other information.

16 CHAIR HOKAMA: We'll have that included, Mr. Kane.
17 COUNCILMEMBER KANE: Thank you, very much. And finally,
18

that -- that choice -- that's an administrative

19

function, just so I understand how things work as

20

far as general governance, choosing between

21

depreciating assets and not depreciating the assets,

22

and therefore disclosing, that's something that, as

23

an example, the Finance Director makes a decision on

24

in creating the reports for us, Mr. Chair? I don't

25

know if anybody can respond to that question.
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1 CHAIR HOKAMA: I won't be able to answer that, but someone
2

made a decision to go to the depreciation format.

3 COUNCILMEMBER KANE: Maybe our Deputy Finance Director can
4

respond. Maybe he has an understanding of who

5

made -- and not who individually, just who as a

6

position, is it a Director of Finance decision, is

7

it whose decision?

8 CHAIR HOKAMA: Mr. Fujita, are you able to respond?
9 MR. FUJITA: Thank you, Mr. Chair. I believe it's an
10

accounting decision, because it relates to

11

accounting policy and procedures. So the

12

recommendation would be from the County

13Administrator, and the person that made the decision

14

would be the Director of Finance.

15 COUNCILMEMBER KANE: Okay, thank you for that
16
17

clarification, Mr. Fujita.
Thank you, Chair.

18 CHAIR HOKAMA: Okay, thank you very much for that
19

question. Anything else before we go to the areas

20

of reportable conditions? Ms. Johnson.

21 COUNCILMEMBER JOHNSON: In regard to the question or the
22

clarification that was just asked by Councilmember

23

Kane, on page 49 and 50, it talks about basis of

24

accounting. We have a description of modified

25

accrual basis and also accrual basis. Is that the
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1

subject that he's referring to? Is that a different

2

type? Because it basically states it's the basis of

3

accounting.

4 CHAIR HOKAMA: What page were you referring to?
5 COUNCILMEMBER JOHNSON: I'm looking in -- it's 49 and 50,
6

and it's under the notes to the financial

7

statements. And it would be in the second set of --

8

I guess behind one of the orange sheets. Because

9

they describe it there as modified accrual, and then

10

they also talk about accrual. So I don't know if

11

this is an answer to Councilmember Kane's question.

12 COUNCILMEMBER KANE: Mr. Chair.
13 CHAIR HOKAMA: Yes, Mr. Kane.
14 COUNCILMEMBER KANE: Just based on the terminology that
15

was used and the response to my question, I don't

16

see any language relating to depreciating assets or

17

non-depreciating assets in that. And so I don't

18

think -- and I appreciate Member Johnson pointing

19

that out, but I don't think that it's along the same

20

line, and so, again, I think the written response to

21

provide clarification is -- I'd like to have the

22

body consider. Thanks.

23 CHAIR HOKAMA: Okay. We will forward that request as
24

presented to the Chair. And unless the accountants

25

have a comment regarding basis of accounting --
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1 MR. YAMANE: Mr. Chair.
2 CHAIR HOKAMA: -- if this is specifically to do with
3

specific type of funds, I'm not sure. Mr. Yamane,

4

if you can --

5 MR. YAMANE: Mr. Chair, Councilman Kane was correct. This
6

section does not deal with the question you were

7

raising. The area that you were raising is on page

8

53. It just discloses there the County's policy as

9

it relates to capital assets and the depreciation

10

policy itself. So these are two independent

11

situations.

12 CHAIR HOKAMA: Okay, thank you for those comments,
13
14

Mr. Yamane.
Okay, Members, anything else before we move

15

to the reportable conditions? Okay. If I can turn

16

your attention to that section of the report, which

17

is on a December 15th, 2003 letter from Mr. Yamane &

18

Associates to Mr. Kane. It is attached to a January

19

23rd transmittal from the Chair to Members of this

20

Committee and Council.

21

Okay, if we can go to page 4, Members,

22

current year findings. First item is landfill

23

accounts receivable. I believe, Mr. Molina, you had

24

a question or a concern.

25 COUNCILMEMBER MOLINA: Thank you very much, Chairman.
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Isn't there -- I guess the report stated that the
2

accounts receivable has grown from 900,000 as of

3

June 30th, 2000 to now over 2 million. What's the

4

status? And the businesses that are involved in

5

this so-called dispute, are they continuing their

6

working relationship with the County as well? And

7

do you have any specific information as far as how

8

delinquent these accounts are?

9 CHAIR HOKAMA: Okay, Mr. Yamane, you want to give comment
10

on this first before I ask the Department for their

11

comments?

12 MR. YAMANE: I have no comment at this point in time,
13

Mr. Chair.

14 CHAIR HOKAMA: Thank you. We'll ask Finance Department
15

for their comments to Mr. Molina's question.

16

Ms. Doodan.

17 MS. DOODAN: Thank you, Mr. Chair. Suzanne Doodan,
18

Treasury. And regarding your question, Mr. Molina,

19

our receivables are -- have decreased over a half a

20

million dollars from the prior year. And as to

21

whether or not we're still doing business with the

22

two entities with which we had the dispute, no, we

23

are -- we have terminated the Valley Isle -- Valley

24

Isle Trucking and that -- however, we -- and then

25

also The Lanai Company, we no longer do business
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with them.

2 CHAIR HOKAMA: Okay. Mr. Molina.
3 COUNCILMEMBER MOLINA: Yeah, thank you, Chairman. Has the
4

Department implemented some sort of I guess

5

measures, since this first occurred, to keep the

6

accounts receivable at a lower level?

7 MS. DOODAN: What -- we're actively following up with the
8

accounts every month. We review any balance over 60

9

days now. We're terminating landfills until they

10

come in and pay in full. And of course that doesn't

11

apply to our larger clients, but we do monitor those

12

and make sure that they're making adequate payments.

13 COUNCILMEMBER MOLINA: Okay. And last question, Chairman.
14

Of this amount that's I guess owed to the County,

15

how much is, you know -- we will not be able t

16

recover? I mean, do you have a guesstimation at

17

this point?

18 MS. DOODAN: I think that the largest is maybe several
19

hundred thousand. That would be with Lanai Company.

20 COUNCILMEMBER MOLINA: So several hundred, 200,000?
21 MS. DOODAN: I would say maybe closer to 300,000.
22 COUNCILMEMBER MOLINA: Thank you. Thank you, Chairman.
23 CHAIR HOKAMA: Thank you. Mr. Pontanilla?
24 COUNCILMEMBER PONTANILLA: No.
25 CHAIR HOKAMA: Mr. Carroll? Mr. Kane? Ms. Johnson?
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1 COUNCILMEMBER JOHNSON: Are you only talking right now
2

just about the landfill on page 4?

3

CHAIR HOKAMA: Yes, ma'am.

4

COUNCILMEMBER JOHNSON: I just, you know, had no questions

5

on that. It's on the next page.

6 CHAIR HOKAMA: Okay, thank you. Mr. Mateo?
7 COUNCILMEMBER MATEO: No.
CHAIR HOKAMA: I just have a few comments. I would say
9

the Department is doing their job, their

10

responsibilities. So I thank them for following

11

through. I'm well aware of the Lanai situation,

12

Members, as well as what occurs if both sides don't

13

reach an agreement, then eventually you as members

14

of a Council, this Council will face a bigger

15

problem. So it's something we're going to need to

16

hopefully support our Administration in getting it

17

resolved. Anything else that's not simple, Lanai

18

has its own unique twists to the circumstances so

19

I'm sure the Treasurer is needing to deal with all

20

the information as well as the conditions to what

21

led up to this point in time. So I would say we

22

need to support our Administration in trying to get

23

it resolved, collect the monies due us, and see if

24

we can get this thing squared away and not be on a

25

reportable item in the future.
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1
2

Okay, anything else, Ms. Doodan, you want to
add?

3 MS. DOODAN: No. Thank you, Mr. Chair.
4 CHAIR HOKAMA: Okay. Thank you. Members, if not, we're
5

going to move to the next item. Next item is

6.

under reportable conditions on page 5A, cash

7

deposits. We've already had some comments regarding

8

this ability from Mr. Yoshimi. Anything else from

9

the auditors, since it's part of your report,

10

Mr. Yamane?

11 MR. YAMANE: Not at this point in time, Mr. Chair.
12 CHAIR HOKAMA: Okay. Has Finance Department anything
13

further to add besides those already shared by

14

Mr. Yoshimi?

15 MR. FUJITA: Not at this point in time.
16 CHAIR HOKAMA: Thank you, Mr. Fujita.
17

Members, questions regarding Item A on page 5

18

of reportable conditions, specifically cash

19

deposits? Mr. Carroll? Mr. Kane?

20 COUNCILMEMBER KANE: No.
21 CHAIR HOKAMA: Ms. Johnson? Mr. Mateo?
22 COUNCILMEMBER MATEO: No.
23 CHAIR HOKAMA: Mr. Molina?
24 COUNCILMEMBER MOLINA: No.
25 CHAIR HOKAMA: Mr. Pontanilla?
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1 COUNCILMEMBER PONTANILLA: No.
2 CHAIR HOKAMA: Okay, let us move to Item B on page 5, real
3

property tax subdivisions. At this time anything

4

further from the auditors from what was already

5

shared from the Single Audit Review?

6 MR. YAMANE: Yes, I'd just like to share in listening
7

through the discussions earlier when we touched upon

8

this earlier, it seems to me that there is a great

9

concern. And, you know, from the County's

10

standpoint, real property taxes represent a

11

significant portion of your revenues. Overall it's

12

probably over 50 percent of your revenues And it's

13

good to hear that attention is being paid to this

14

issue, because failure to update and properly assess

15

results in loss of revenues to the County. So it is

16

a very important area to pay attention t

17 CHAIR HOKAMA: Thank you, Mr. Yamane.
18
19

Mr. Fujita, any comments you would like to
add regarding this area of the report?

20 MR. FUJITA: Not at this point in time.
21 CHAIR HOKAMA: Thank you. Members, any further questions
22

or comments regarding real property tax subdivisions

23

as stated in this report? Mr. Carroll? Mr. Kane?

24 COUNCILMEMBER KANE: And just a follow-up from the
25

previous discussion as well. Is there an
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1

anticipated situation where we'll always be -- well,

2

there will always be some percentage that just won't

3

get processed in a timely manner because of what was

4

described earlier, Mr. Fujita, that we just have a

5

lot of unique circumstances. And until we consider

6

any type of proposed legislation to tighten things

7

up before they actually get processed, until the --

8

are we always looking at -- you know, I don't know

9

if we can call it a 5 percent lag or just that 5

10

percent of everything is -- we're going to be

11

dealing with and so we have to always contract

12

whether it's contracting Honolulu to help us or the

13

training aspect and the need for additional

14

personnel being an issue that we may have to deal

15

with to resolve this issue.

16 CHAIR HOKAMA: Mr. Fujita.
17 MR. FUJITA: Thank you, Mr. Chair. That is a very good
18

question. In our discussions with the staff from

19

Honolulu, I think we have a plan that we would be on

20

a self trained within a couple more years. This

21

percentage of the 5 percent is still high, and I

22

believe it should be less, maybe 2 percent or 1

23

percent or even less. Every year there are

24

exceptions, and it's hard for us to resolve them,

25

and we try our best.
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The valuations on the assessments, it is a

2

snapshot at the end of December. So of the

3

processes that we're doing right now is sort of a

4

catch up, and from discussions with the staff again

5

at Honolulu, they have said that they're sure that

6

they can do up to 95 percent again before this cut

7

off, if not more, so we are working with them.
COUNCILMEMBER KANE: Mr. Chair, and one final comment or

9
10

question.
Mr. Fujita, would you agree that if we

11

consider some proposed legislation, as an example

12

what was stated by the Chair earlier, that would

13

provide I guess more effectiveness in how you folks

14

can deal with this particular issue, I mean by doing

15

that, would that take away a lot of the focus or

16

resources that you need to deal with this issue?

17 CHAIR HOKAMA: Mr. Fujita.
18 MR. FUJITA: Right now I think the bulk of the problem is
19

the lack of training. We don't have the right

20

staff. And once we resolve that, that should solve

21

most of the problem. As far as additional

22

legislation, we're always looking for ways that it

23

could be improved, and that part I guess is still in

24

the works.

25 COUNCILMEMBER KANE: Thank you. Thank you, Chair.
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1 CHAIR HOKAMA: Ms. Johnson.
2 COUNCILMEMBER JOHNSON: Yes, and I'm not sure if this
3

question was asked in the earlier discussion, but I

4

know that there's the satellite mapping that is

5

taking place, because so many of the problems that I

6

see in the real world is that simply people don't

7

get building permits at all and then they'll build

8

structures or they'll add on without getting some of

9

the proper permits. So with the integration of that

10

system, how do you think that will impact this area

11

of concern?

12 CHAIR HOKAMA: Mr. Fujita.
13 MR. FUJITA: Thank you, Mr. Chair. That's a good comment,
14

by the way. I know that the consolidation of all

15

the departments, the Planning Department, along with

16

the real property tax and water, as far as all the

17

mapping resources are going, that's one of the main

18

purposes, I think, that we get to compare notes and

19

make sure that we're not missing a road or missing a

20

new improvement. And that communication is still in

21

process and we're developing all of those systems.

22 COUNCILMEMBER JOHNSON: Okay. And along those same lines,
23

I know so many times that it's not because people

24

don't I guess deliberately try to defraud the County

25

government. They just don't know. A lot of times
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1

they will make improvements or they'll figure, well,

2

you know, I didn't know I had to go get this, so

3

they get an after-the-fact permit. What happens or

4

is there nothing that happens when somebody comes

5

forward to apply for an after-the-fact permit and

6

let's say their tax is calculated on the -- well,

7

not including improvements that have been made to

8

their particular property, are you ever able at any

9

point in time

because they fail to get the proper

10

permits, are you able to assess any kind of a tax

11

penalty or is it simply put into the fine mechanism

12

and is there any way that we can? If somebody makes

13

improvements and they don't get caught for three or

14

four years, they've been receiving the services all

15

the way along based on, you know, what the property

16

value is, is there anything legal that we have to

17

basically recoup over a period of time those kinds

18

of lost tax revenues?

19 CHAIR HOKAMA: Mr. Fujita, you or Mr. Moto able to give us
20

a verbal comment at this time?

21 MR. MOTO: Mr. Chairman, I'll address some general points.
22

I cannot speak for the Real Property Tax Division

23

and describe their exact practices, but by looking

24

at the County Code there is a provision in Chapter

25

3.48 dealing with the assessment of omitted
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1

property, which provides the Director the authority

2

when dealing with real property that for any reason

3

has been omitted from the assessment list for any

4

year or years, the Director may add or shall add to

5

the assessment list the omitted property and notify

6

the owner of the -- of the assessment and in fact

7

capture property that way.

8 COUNCILMEMBER JOHNSON: So -- and that would be effective
9

as of the date that the improvement or the new

10

structure was actually added, or would it only be

11

for that particular tax year?

12 MR. MOTO: I'm not sure I can answer that question right
13

now. In general, real property tax assessment is

14

based on the principle that taxes are assessed upon

15

highest and best legal uses. Government in general

16

does not tax illegal uses, in other words. So if a

17

structure is illegal, it's treated as a Land Use

18

Zoning Code, Building Code enforcement issue and the

19

real property tax assessors don't necessarily move

20

in and begin immediately taxing the property with

21

that improvement in mind. Why? Because it's an

22

illegal use. And until such time as it is made

23

legal, they won't necessarily assess it. Once --

24

and if in the case of an after-the-fact building

25

permit, once a building permit has been issued, they
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1

I assume will probably formally add that improvement

2

to the tax rolls as of the date of the building

3

permits.

4 COUNCILMEMBER JOHNSON: Okay. So basically it's upon
5

discovery, then, that the action would take place?

6 MR. MOTO: Yes.
7 COUNCILMEMBER JOHNSON: It's not a look back where they
8

can capture revenues during the period of time when

9

somebody actually had an illegal structure?

10 MR. MOTO: Yes, I believe that's how they would approach
11

it. Confirmation would have to be obtained from the

12

Finance Department.

13 COUNCILMEMBER JOHNSON: And that, Mr. Chair, is where I
14

think a lot of our problems come from. Because

15

there's no real downside to trying to get, you know,

16

something done. And if people really feel that

17

what's the risk, so if I get caught, you know, I'm

18

going to have to pay the tax. Now, there are some

19

people that generally, as I said before, don't fall

20

into that category. It's just through their own

21

ignorance of the law that they would do something

22

and then not realize that they've done something

23

inappropriate or improper.

24
25

I don't know how we're going to address this,
but I think that there should be some way to a t
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1

least try to capture some of those revenues.

2

Because if you had a fire and the Fire Department

3

comes out and you have a structure that is there

4

which is your main house and you've been paying

5

taxes on it, but that's not where the fire is. The

6

fire is over in the garage or the ohana type

7

dwelling that's been placed over the garage and it

8

was never legally permitted, we still have the

9

obligation to basically save the property.

10

So in essence we're going to have situations

11

where we have to provide services, whether they're

12

legal or illegal structures, because that's what we

13

do. You know, they're not going to bother to check

14

the permit to see, oh, that's an illegal structure,

15

we can't put out the fire. So continuously we are

16

being asked to provide services, and yet we don't

17

have the revenue sufficient to provide those kinds

18

of services, and especially in the more remote areas

19

where it's sort of an attitude that's out of site,

20

out of mind.

21

So I would -- in this particular area I'd

22

also like to see some attention, whether it's in

23

budget or maybe in future audits, look at some of

24

the ways in which we could address those kinds of

25

problems where you're capturing revenue but you're

RALPH ROSENBERG COURT REPORTERS, INC.
(808) 524-2090

101

BF 9/28/04

1

doing it actually from the date -- you know, maybe a

2

set period of time, like if it was more than five

3

years old, okay, you can't go back farther than five

4

years, but I would really like to address that and

5

at least have us not always be behind the gun.

6

Because if we could capture some of those revenues

7

that we're not getting, I think that would also

8

help -- you know, help the overall budgetary picture

9

and perhaps let people know that we are aggressive

10

in how we do go after the monies that rightfully

11

should be paid. Thank you, Mr. Chair.

12 CHAIR HOKAMA: Thank you. And all I can say, Members, is
13

if our assessors are doing their annual review, they

14

shouldn't escape five years. Okay, Mr. Mateo?

15 COUNCILMEMBER MATEO: No.
16 CHAIR HOKAMA: Mr. Molina?
17 COUNCILMEMBER MOLINA: No.
18 CHAIR HOKAMA: Mr. Pontanilla?
19 COUNCILMEMBER PONTANILLA: No.
20 CHAIR HOKAMA: Okay. Those were the items under
21

reportable -- or current year finding and status of

22

priority findings. Is there other areas of the CAFR

23

that you would like to bring up? I think I was

24

going to ask Mr. Yamane, but he already opened his

25

comments with some of the adjustments made because
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1

of GASB-34, as is part of the reporting format

2

whereby we have the expenditures on the top and the

3

funding source or revenues on the bottom. Any other

4

questions for Mr. Yamane as our independent auditor?

5

Again, Members, this is a financial report of the

6

status of the County, as well as the Water

7

Department and our compliance regarding the Federal
government on its Single Audit Report. Any further

9
10

discussion? Any further comments, either Mr. Fujita
or Mr. Yamane, on the CAFR? Mr. Yamane.

11 MR. YAMANE: Not at this time. I'll be glad to answer
12

questions, you know, from the members at future

13

points, because I think a better understanding of

14

the financial statements and what some of these

15

things mean can only help you. If you do have

16

questions, I'd be glad to assist.

17 CHAIR HOKAMA: Thank you very much, Mr. Yamane.
18

Mr. Fujita, anything?

19 MR. FUJITA: Just one last comment.
20 CHAIR HOKAMA: Please.
21 MR. FUJITA: I wanted to commend our Accounting Department
22

on their Certificate of Achievement for Excellence

23

in Financial Reporting. If you look at the CAFR

24

page number 14, it's the award that we got for

25

Fiscal Year ended 2002. And last night I looked at
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1

the wall next to my office, because over there is

2

the place that we stuck up all the plaques, and we

3

have 20 of them right now, and it's consecutive, and

4

I wanted to recognize the Accounting Department, and

5
6

especially Ty Yoshimi on this excellent track
record.

7 CHAIR HOKAMA: Thank you for that be comment, Mr. Fujita.
We also extend our congratulations to a job well
9

done to your -- to the Accounting Division portion

10

of Department of Finance, as well as all other

11

managers that together have placed this County in a

12

very solid financial condition.

13

Members, it is your Chair's recommendation to

14

file Item 3, Comprehensive Annual Financial Report

15

for the County of Maui for the Fiscal Year ending

16

June 30th, 2003 and all attached --

17 COUNCILMEMBER CARROLL: So moved.
18 CHAIR HOKAMA: -- communication.
19 COUNCILMEMBER MOLINA: Second.
20 CHAIR HOKAMA: I have a motion from Mr. Carroll, seconded
21

by Mr. Molina. Discussion, Members? Seeing none.

22

I will give you a very short comment. I will just

23

state that earlier comments from Mr. Fujita of who

24

reads this reports, what does it mean, I can tell

25

you in my own context with people from Standard &
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Poor's and the other bonding agencies, including
2

Bond Council, you'd be surprised how many people

3

review the report, and they review not only, as

4

Mr. Fujita has stated, the financial history of our

5

County and the current standings, but they look at

6

the total radar screen, including developmental

7

issues and concerns, future projects, they look at

8

aspects that we may not think be directly related

9

but, nonetheless, our financial people look at the

10

whole picture, including where this sits within the

11

State of Hawaii's financial picture. So I can tell

12

you it's an important document and your review will

13

continue to ensure we have this County in its best

14

fiscal form as possible within our limitations.
Any other discussion? Hearing none. All in

15
16

favor of the motion, say "aye."

17 COUNCIL MEMBERS VOICED AYE.
18 CHAIR HOKAMA: Opposed say "no."
19

VOTE: AYES:

20
21
22
23
24

NOES:
ABSTAIN:
ABSENT:
EXC.:

Councilmembers Carroll, Johnson, Kane,
Mateo, Molina, Pontanilla, and Chair
Hokama.
None.
None.
None.
Councilmember Tavares and Vice-Chair
Nishiki.

MOTION CARRIED.

Recommending FILING of communication.
ACTION:
25 CHAIR HOKAMA: Motion is carried. Any announcements? We
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1

do have a

2

Mr. Nishiki this afternoon. Thank you very much,

3

Mr. Yamane, Mr. Taniguchi, and Members of the

4

various Departments. Thank you. This meeting is

5

adjourned. (Gavel).

6

1:30

with Planning and Land Use with

ADJOURN: 11:50 a.m.

7
8
9
10
11

12
13
14
15
16
17
18
19
20
21
22
23
24
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