




































































































PARKS AND ECONOMIC DEVELOPMENT COMMITTEE 
Council of the County of Maui 

November 17,2005 

CHAIR JOHNSON: Yes. And I, I appreciate that. I think that for myself one of the things that I would be 
really ... (end o/tape, start 3A @ 3:48 p.m.) . .. State Association of Counties or through our own Maui 
legislative package. I think it would be really important and perhaps Mr. Watanabe can get us a copy of 
the bill or the changes that have been introduced, that would perhaps help some of the smaller 
businesses. So that if there are criteria or thresholds where ... and I mean there are large corporations 
that do not need the kind of support, because they receive revenues from outside the State of Hawaii. 
But where there are small farming opportunities that perhaps some of the un-intended consequences that 
you were speaking about could perhaps be addressed, so that there are thresholds. 

And you know, are there, Mr. Smyth, are there any other suggestions that you have as to how this 
Committee could be a little bit better informed as to, I guess, some of the, you know, how this is actually 
worked, once its been implemented. You don't have to give us the names of the companies obviously, 
but just show us what some of the tax consequences are, show us some of the growth, how it might have 
maybe some small success stories about how this has helped with real life examples or even figures. 

MR. SMYTH: Well, we're, we're calculating right now the 2005 revenue and cost-per-job numbers, which we'll 
get automatically from each business at the end of the year. But I would say that over the past few 
years, the cost for creating a new job moved from, before we put in technology companies, which tend 
to have higher-costing jobs and a little bit more tax profitability, higher taxes, was running about $1,300. 
The Federal criteria, under certain Federal programs for job creation, is $15,000 per job. 

So it's a very inexpensive way to create new jobs. And that number has moved up now to about 
$2,300 of dollars State tax revenue per new job created. But that's still very much lower than we usually 
use to measure the worth of a new job. 

CHAIR JOHNSON: My, my other question and then I'll recognize you Councilmember Anderson. My other 
question has to do with because of our having, particularly on Maui, such a tight labor market, the 
creation of new jobs, you know, where you don't have the labor pooL How, you know, would one, let's 

category or because our, 

it 
were passed by the various Councils. And because they said, we need job creation programs, 
you know, we're doing very well. That was a sort of a mini-boom at that time and perhaps we're back at 
that point. 

And it may be, it's certainly up to the policy makers in the Legislature, with, with your support or not 
depending on what ideas they come up with, to take a look, as we have with the agricultural industry at 
alternative measures of, of successful qualification as we are using with, as we proposed to use with the 
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farms that a growth in revenue but not in employment would be sufficient. So that's certainly an 
alternative that's on the table right now for one group, who has a particularly difficult time for other 
reasons in finding work or in maintaining work force. Finding yes, but, but just holding because of the 
nature of agricultural processing and the cyclic nature of, of harvest and so on. So that's certainly 
another measure to use. 

Since this is something that is numerical and countable there are any number of ways that, that can be 
divided or, or, or threshold set. It's not difficult to do that and it's not difficult for us to administer a 
program using different criteria as we fully support with the farmers, who report both numbers anyway. 

CHAIR JOHNSON: Thank you very much. Councilmember Anderson. 

COUNCILMEMBER ANDERSON: Thank you, Chair. Couple questions, Mr. Smyth, you said that, in your 
presentation, that the County or the Councils can set the boundaries of the zones. 

MR. SMYTH: Yes. 

COUNCILMEMBER ANDERSON: Now do those boundaries have to fall within a specific census track? 

MR. SMYTH: They have to be within the census track. They don't have to be the entire census track. 

COUNCILMEMBER ANDERSON: Oh. They don't have to be the entire ... (inaudible) ... 

MR. SMYTH: No. It does not have to follow the census track boundary and the census track boundaries are 
kind of amorphous anyway, as you know, and they do change every ten years, sometimes. But 
once ... the counties vary a lot in how they've defined the enterprise zones. Most often, they use streets, 
but on the Big Island very often it's, it's a gulch or a stream, a very obviously well-known barrier, I'm on 
one side or the other. It just has to be someplace that's legally definable, so the person knows they're in 
or not. 

--census 

ARAKI-REGAN: --this states each census 

COUNCILMEMBER ANDERSON: I see. 

MS. ARAKI-REGAN: And a enterprise zone needs to be a contiguous area, can't be separated, you know--

MR. SMYTH: Yeah. 
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MS. ARAKI-REGAN: --and considered one enterprise zone. It has to be a contiguous area. 

COUNCILMEMBER ANDERSON: Well, I mean there's nothing to stop us from ... I mean, we've got three 
enterprise zones and we can have three more, right? 

MS. ARAKI-REGAN: Right. 

COUNCILMEMBER ANDERSON: So if we wanted to discontinue--

MS. ARAKI-REGAN: Right. Right. 

COUNCILMEMBER ANDERSON: --the way this is laid out and still--

MS. ARAKI-REGAN: Right. 

COUNCILMEMBER ANDERSON: --we could have two new economic zones. 

MS. ARAKI-REGAN: Right. 

COUNCILMEMBER ANDERSON: Do you have a list, can you give us a list of the businesses so far in the 
County of Maui that have taken advantage ofthis? Do you have any record keeping on that? 

MS. ARAKI-REGAN: I don't have the specifics ... (inaudible) ... 

MR. SMYTH: Yes. We'll provide that to you. We have it, we have it. 

COUNCILMEMBER ANDERSON: And what kind of tax breaks they have and enjoyed? 

more tax cmlI1oten1[lal. 

we cannot 
paid 

estimate will be the current year. income tax is often the estimate. not accurate because 
they're telling us in December and they're filing in April and they've made adjustments with, with that. 

COUNCILMEMBER ANDERSON: Excise tax is proprietary information? 

MR. SMYTH: The, the amount of excise tax paid by a business is tax confidential, yes rna' am, under, under 
State law. 
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COUNCILMEMBER ANDERSON: Really. 

MR. SMYTH: And income tax is tax confidential under State and Federal Law. 

COUNCILMEMBER ANDERSON: Yeah. I knew income tax was but I didn't realize excise tax was. 

MR. SMYTH: Yes. That's why you see on the various tax incentive programs, Act 221 and others of that 
nature they have great difficult in dealing with that if and accepting the aggregate. Now, with, with six 
businesses in Maui County I'll ask the Tax Department, we may be able, that may be large enough to be 
considered an aggregate number. So rather than tell you what it is for each of the six we can tell you 
what it is for all six. 

COUNCILMEMBER ANDERSON: Well, that'd be great. 

MR. SMYTH: See, if there's only two, probably can. If there's one, clearly can't, but six might be okay. 

COUNCILMEMBER ANDERSON: So there's six businesses? 

MR. SMYTH: Currently, currently enrolled in the program. 

COUNCILMEMBER ANDERSON: And, and were there more who didn't end up qualifying? 

MR. SMYTH: These are, these may not have all qualified in a given year. Some 10 to 15 percent don't qualify 
in a given year. They don't make the hiring requirement or, or some for some ... (inaudible ) ... 

COUNCILMEMBER ANDERSON: But that doesn't knock them out. They--

MR. a user-friendly program. 

COUNCILMEMBER ANDERSON: Sounds like it. 

MR. SMYTH: But they have to qualify before they get the credit. So we don't go take anything back from 
them. They, they, they go through the year, say, we've qualified. We say, okay. They file their tax 
return. 
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COUNCILMEMBER ANDERSON: So do you know off the top, excuse me, do you know off the top of your 
head if there are farmers on Molokai that are benefiting from this? Small farmers? 

MR. SMYTH: I don't know about small farmers. I know large farmers. 

COUNCILMEMBER ANDERSON: Molokai Ranch is benefiting from this? 

MR. SMYTH: No. Mr. Jeffs farm is, is an enterprise zone and when he moved to Oahu he also put that into 
the enterprise zone. He was one of our first enterprise zone businesses. 

COUNCILMEMBER ANDERSON: So--

MR. SMYTH: And I don't know how large his operation is on, on Molokai right now. But it compared to 
others I know it's a large one. 

COUNCILMEMBER ANDERSON: I think it'd be most helpful if you could give us that list of businesses and 
an aggregate amount if possible. 

MR. SMYTH: And we can, we can tell you how many employees they have and other numbers. It's just the 
tax numbers that we can't break out by individual company. 

COUNCILMEMBER ANDERSON: Okay. Thank you. 

CHAIR JOHNSON: Thank you very much. I ... are there any other comments or questions? 
Ms. Araki-Regan, do you have any thing further to add? 

MS. ARAKI-REGAN: I don't think so at this point. I just wanted to thank Mr. Smyth and Diane Dunphy 
out to us 

now 
flight schedule not sure. or 
cannot we understand. But if you could try and just give us that information. 

But you have been a tremendous resource because it is for us a new thing that we're taking up, and while 
we want to provide the economic incentives, I think the other thing that we're a little bit concerned about 
is because we don't understand all of the ramifications. And maybe even the clock beginning ticking 
right now, it might not be an ideal time, because we have such a narrow labor force, it's everybody is 
employed. And that's what's, you know, really disturbing. 
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So rather than start the clock ticking there may be a little period of time, and again, Ms. Tavares, too if, 
if maybe we look at some of the smaller areas where we do have a specific, like the Kula Ag Park or you 
know some of these smaller things we can discuss that with our economic development administration, 
too. Yes. 

COUNCILMEMBER ANDERSON: Madam Chair, when we get the, excuse me, the census track breakdown, 
would it be possible to also have, excuse me, have the economic or rather the income levels for each 
track indicated? Because that is a qualifier and--

CHAIR JOHNSON: I think that would probably not be difficult. We should be able to provide the income 
levels within those various census tracks. 

MS. ARAKI-REGAN: Yes. Uh-huh. We can. 

CHAIR JOHNSON: I know that for, I think because I was attending something recently, and the average wage, 
which goes back to what Councilmember Anderson was saying earlier, this is wage classification 
against, you know, I guess, all strata was something like 22 or 23 thousand dollars average wage, you 
know, in Maui County. And that was really, you know, of course, there's highs and lows within that, but 
you know this was kind of shocking to me, because it's not, it's not a livable wage. So we do want to try 
and provide some way that our, our constituents can survive and pay their bills. So anyway that 
information though would be really important for us. 

COUNCILMEMBER ANDERSON: Yeah. And the reason I ask is I think it would be, you know, I just find it 
ironic that the, the, the fact that we have a high level of low-income people allows these economic zones 
to exist, which benefit large corporations. And give them a tax break that allows them not to pay income 
and excise tax, which is really distributed to help the whole of the State and everybody in the State. So 
does your program have any kind of tax break for the low-income people? 

--to It does as are a HW,UIJ''-'L 

Federal programs that offer tax credits if you hire people, Welfare Work and that sort thing. 
notion of subsidizing the employers' cost of hiring benefits the individual worker who gets the job. 
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And in this case they've got to stay, I mean, there's a, there's a, there's a not only a hiring, many of the 
hiring things have a one-year or two-year criteria. But here that work force has to stay up there and, and 
either stay flat or grow over the whole seven years. So that's, you know, that is the job creation 
objective of the program. So we think it does help lower-income people that way, because the employer 
is more inclined to hire, give them some training and that sort of thing because that's being subsidized by 
the State tax break. 

COUNCILMEMBER ANDERSON: Yeah. I can see that as being a benefit. And you know this brings to 
mind lots of other constraints we are dealing with, Madam Chair. I mean, I think we would all love to 
help the small farmers Upcountry. But I think they are constrained in expanding by the fact that they 
don't have enough water. Until we can give them expanded source of water I'd like to hear maybe more 
from some of the farmers about that, too. Because maybe we need to solve that problem before we start 
the 20 years ticking. Anyway, just some thoughts. Thank you. 

CHAIR JOHNSON: Thank you very much. And I have one final question and that is that when you talk about 
job creation, this is full-time employment? 

MR. SMYTH: This is full-time employment, 20 hours or more to be counted at alL They must be eligible for 
fringe benefits so that's our criteria, because--

CHAIR JOHNSON: Okay. 

MR. SMYTH: --it's established State law criteria for full time. 

COUNCILMEMBER ANDERSON: Okay. So they do have to pay fringe? 

MR. SMYTH: Yes. 

CHAIR JOHNSON: Okay. 

COUNCILMEMBER ANDERSON: Okay. 
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CHAIR JOHNSON: Thank you very much. And I do thank you for providing the information. Earlier, I 
received a question, too, and public testimony was closed at one point, so we did close public testimony 
just for the record. But I want to thank you and also Ms. Dunphy and the Administration. Is there 
anything further, staff? With no objection then this item is deferred. 

COUNCIL MEMBERS VOICED NO OBJECTIONS. 

CHAIR JOHNSON: Okay. 

COUNCIL MEMBERS VOICED NO OBJECTIONS. (PRESENT: ANDERSON, JOHNSON, AND 
TAVARES) 

ACTION: DEFER. 

CHAIR JOHNSON: Thank you very much, very much, Ms. Araki.Regan, again, thank you for giving us this 
information. And if there are additional questions, Members, if you could just, I'll allow staff to receive 
your questions either by an e·mail or memo then we'll try and get the information for you and working 
with Economic Development. But thank you very much. And with no further business and no further 
announcements, this meeting is adjourned .... (gavel) . .. 

ADJOURN: 4:06 p.m. 

APPROVED BY: 

Transcribed 
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