COUNCIL MEETING
December 17, 2008

The Council Meeting of the Council of the County of Kaua‘i was called to
order by the Council Chair at the Council Chambers, Historic County
Building, 4396 Rice Street, Room 201, Lihu‘e, Kaua‘i, on Wednesday,
December 17, 2008 at 9:37 a.m., after which the following members answered the
call of the roll:

Honorable Tim Bynum

Honorable Dickie Chang

Honorable Jay Furfaro

Honorable Daryl W. Kaneshiro

Honorable Lani T. Kawahara

Honorable Derek S.K. Kawakami
Honorable Bill “Kaipo” Asing, Council Chair

APPROVAL OF AGENDA:

JAY FURFARO: There is an agenda item that has a c1er1ca1 housekeepmg
item Mr. Clerk. It is C 2008-26 which should be corrected. Am I correct?

PETER A. NAKAMURA, COUNTY CLERK: ~ Yes, this would be at the
bottom on page 5. It reads C 2008-26 and that was my error and it should read
C 2009-26, so if we could Just note that prlor to approval of the agenda.

i 4

DARYL W. KANESHIRO:  So noted.

Mr. Kaneshiro moved for approval of the agehda as circulated, seconded by
Mr. Furfaro, and unanimously carried.

MINUTES of the following meetlngs of the Council:
* 1 Ty P
Council Meeting of November 6 2008
Council Meeting of November 19, 2008
Special Council Meeting of November 26, 2008
Inaugural Meeting of December 1, 2008

Mr. Furfaro moved for approval of the minutes as circulated, seconded by
Mr. Kaneshiro, and unanimously carried.

Mr. Nakamura: At this time Mr. Chair, on page 6 of the Council’s agenda,
there has been a request to take up as the first item communication C 2008-311.

COMMUNICATIONS:
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C 2008-311 Communication (10/07/2008) from D.Q. Jackson, Malama Pono,
requesting agenda time for three (3) Kaua‘i community service agencies (YWCA of
Kaua‘i, Kaua‘i Hospice, and Malama Pono) to present an update on the status of
their organizations:

Chair Asing: Mr. Jackson please.
There being no objections, the rules were suspended.

Chair Asing: Good morning. Let me turn this portion over to
Vice Chair Furfaro. '

Mr. Furfaro: Thank you Mr. Chairman. We are delighted to have
the three (3) of you here from our service sector, but on that note, I will ask you to
introduce yourselves and please feel free to go on with your presentation.

D.Q. JACKSON: Thank you and aloha Councilmembers. Wonderful
good morning to you. I am D.Q. Jackson, Executive Director of Malama Pono, the
Kaua‘i’s AIDS Project. On my right is Lori Miller, Executive Director of Kaua‘
Hospice and on my left, is Renae Hamilton, Executive Director of YWCA of Kaua‘i.
We come here today to very briefly update the Council on the status of our
community based non-profit organizations and measures that we are taking to
address these rather difficult economic times. Seeing that the situation was coming
about a year ago, we formed a collaborative partnership, a hui, the three (3) of us
based pretty much on our concern for HIV AIDS in the community. But we have
gone quite a bit of distance since then, so I would likeé to turn over to Lori Miller
from Kaua‘i Hospice to tell you how it was that we came together.

LORI MILLER, KAUAT HOSPICE: Alohakakahiakakakou. Mahalo nui loa
for having us here today. Congratulations to each of you and thank you very much
for your service in the past as well as in advance. A little less than a year ago as
D.Q. mentioned, D.Q. invited Renae and me to lunch to discuss the possibilities of
combining our forces in an informal hui to support the mission of each other’s
organizations and to increase our connection with the members of the Kaua‘
community. We agreed as we looked at the opportunity that there was some
similarities in our missions relative to the serious nature of our mission and relative
to the fear and stigma associated with issues such as end of life and death and
dying and life limiting illnesses and sexual abuse and domestic violence. We saw
the opportunity to focus with the community... offer the option to the community to
discuss these issues and to try to reduce the stigma and fear and barriers associated
with the context of our work and that is how we got together.

Mr. Jackson: To tell you what we have begun to accomplish is
Renae Hamilton from the YWCA of Kaua.
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RENAE HAMILTON, YWCA OF KAUAT: Good morning. We are excited
about our partnership and we are coming together... our program is going to be
let’s talk about it. Lori talked a little bit wanting to encourage the community to
face some of these difficult issues is not something I think all of us instinctually
kind of want to avoid some things like death and dying, talking about AIDS, sexual
assault, domestic violence, but we need to address these issues and coming together
I think is really going to help all of us reach out to the community better. Let
people know what services are available and just know what the resources are and
be able to feel a little more comfortable in asking for the help that they may need.
We are also... We are going to continue our partnership... I know that the YWCA
along with Malama Pono were also endeavoring on another partnership with our
board. Our boards have come together, they have met with each other, we are
hoping to do a joint project later on in the new year working more on STDs, working
with our kids, improving the system response for STDs, HIV, AIDS. :

Mr. Jackson: Thank you Renae. Malama Pono is Kaua‘i’s AIDS
project. Here on the island of Kaua‘i, we got about 66,000 residents and give or take
a couple thousand depending on which County office you walk into. Of those people,
about 100 have AIDS. The best estimates of the Department of Health and Kaua‘i
Medical Clinic are that we have 1,500 people with infectious hepatitis C. We have
another 1,000 people with hepatitis B. Those are the main causes of liver cancer on
Kaua‘i. Morbidity and mortality from infectious hepatitis is increasing on Kaua‘.
In fact, Peter Whittaker, the Branch Director of STD AIDS Branch, Department of
Health predicts that the death rate from complications of hepatitis C will triple on
Kaua‘i in the next 10 years. You have only to look at the newspaper and the
television to know that the AIDS rate is increasing everywhere except on Kaua‘i.

On Kaua'‘i, we have brought the transmission rate down to a very, very, very
low level. It is our intent to do the same with infectious hepatitis. Malama Pono
tries to educate our community. We have been very effective this year in educating
our medical community on hepatitis B and hepatitis C. We have essentially
educated all our nurses and our physicians and they are ready to work with our
community. At the end of 2007, a cure was announced for hepatitis C and that is
available to Kaua‘i residents at this time. The Malama Pono works under contracts
from the centers for disease control and from the Department of Health of the State
of Hawaii. We do have some shortfall and you may notice .that we fundraise
aggressively in the community... very effectively. Lori? :

Ms. Miller: You may. or may not know that 2008 marks 25
years of Kaua‘i Hospice’s special kind of caring. So over 25 years, we have been
providing services in our community. You know, everyday in our community, there
are people facing important questions about serious illness, care giving, end of life
decisions, and grief. I would just ask you to consider for a moment if you or a loved
one were seriously ill or in pain, do you know where to get information about
resources and services that could help you. Do you have plans for the kind of health
care that you would want or not want if you become unable to speak for yourself.
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Have you talked with anyone about end of life care for yourself or your loved ones
and what would you like to do more to improve the quality of care and quality of life
for people in our community who are at the end of their life. As I said, 2008 marks
25 years of special kind of caring and on January 31, 2009, each of you have been
invited... we will be recognizing the 25t Anniversary of this celebration of life luau
at Smith’s Tropical Paradise. I would just say that as we reach the sunset of 2008
and move into the dawn of 2009, Kaua‘i Hospice stands ready to embrace another
25 years and beyond of service to this community. We want to say mahalo nui loa
to you for your past support, mahalo in advance for your continued support in
helping us ensure the provision of this highest quality of care and a life possible for
individuals, and their families who are facing the end of their life.

We also want to say mahalo nui loa for helping us provide much needed
bereavement support and grief support to individuals as well as helping us promote
an understanding of hospice services. We say thank you to the County for their
support for our annual concert in the sky. This year is going to be 20 years of
fireworks on Kaua‘4 with Kaua‘i Hospice. So mahalo nui loa and thank you very
much.

Ms. Hamilton: - As you have heard, we all complement each other.
We have missions, but there are similarities... the YWCA of Kaua‘i... we have been
here for 86 years and we deal in the community... our mission is the empowerment
of women and eliminating racism. In the community, for Kaua‘i, how we are
working on our mission is to work in the areas primarily of domestic violence and
sexual assault. We provide both services for victims and also for the offenders. We
work both sides of the issues and very much so behind the whole core of that is
wanting to end these issues for our island, so everybody lives in peace and a non-
violent community. - We provide individual counseling for victims. We do 24 hour
crisis services with the support of Kaua‘i County. We have two (2) hotlines... one for
sexual assault and one for domestic violence. There is always somebody there
answering the phone, trained, and we are very lucky that we have a wonderful,
wonderful staff who can help people and we have actually on-call, face to face crisis
workers. We have our family violence shelter and that, again, is open 24-hours a
day every single day of the year. We don’t take Christmas off, New Years, none of
that... we are always there and always working. We also do the... like I said, the
other side of it, we.have our alternativés to violence program which provides
treatment for batterers... batterers involved in domestic violence... they are usually
court ordered to come in. We also do treatment for adult... sexual offenders and also
for juveniles who have sexual behavior problems. -

Our sex assault victim side, we also have 24-hour crisis services. We are part
of the sex assault response team in the County which includes the Police
Department, the Prosecuting Attorney’s Office, medical staff, and our crisis
services. We also offer ongoing counseling and treatment, long term as well. We do
prevention education and that is kind of where we all are coming in and wanting
to... in this, let’s talk about a program. We are going to be doing PSAs on the radio.
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You are going to see some... some innovative and out of the box scenes on t.v. We
are going to be working together and using... we also work with kids, the YWCA
and the after school program with our girls zone, prevention education going to pre-
school on through college, and safe kind of touching, healthy relationships, healthy
lifestyles. So we are real excited in working with these Wonderful people and
expanding our services as well. Mahalo.

Mr. Jackson: Councilmembers, you obviously note that these
organizations are expanding their services on Kaua‘i. It is our intent not just to
weather these difficult economic times, but to come out on the other side when
prosperity inevitably returns as it will, come out not just healthy and productive,
but also very, very pertinent to our community. We thank you for this opportumty
to speak with you. .

Mr. Furfaro: Thank you very much to the three (3) of you and all
that you do in our community. I think it is very nice to see you working as a
coalition as we start the new year and having the common goal of prevention and
education. I would like to ask about the 25t luau. What is the date on that again?

Ms. Miller: It is January 31, 2009 at Smith’s Tropical Gardens.
I think we would be remiss if we didn’t acknowledge the Knudsen Foundation for
our funding for our grant. They actually... were very intrigued by the idea that we
were forming and took us to lunch one day, and said tell us more. Tell us how...
because this collaborative effort, this collaborative work is what we want to invest
in... we get more bang for our buck, so we were successful in obtaining this money
to further all of our missions and further our reach with our message around
reducing fear and stigma, so let’s talk about it is the theme, again, this year. You
will be seeing that and let’s do something about it, so that is where we are. Mahalo.

Mr. Furfaro: D.Q., I want to also thank you about the expansion
of dealing with hepatitis C and B on our island and my sincere congratulations on
your efforts on prevention and education, to hear, while the virus is growing across
the nation, we seem to be able to have kind of held our own here on Kaua‘i because
of your activity. Let me ask other Councilmembers if they have anything.
Mr. Bynum? cLorl ‘. '

TIM BYNUM: Good morning. It is great to see the three (3) of you
guys up there and I first want to start by acknowledging extraordinarily great
leadership in the non-profit sector that the three (3) of you represent. I spent most
of my career in the non-profit sector. I worked for the YWCA for five (5) years and,
you know, I want to thank you for being a model of collaboration. You know, non-
profits always work together to some extent, but there is also that competitive edge
“that you are all going to the same funding sources. I just really think this is a
model and I am sure that you did capture the Knudsen’s attention because they are
in a position where they are usually trying to allocate their resources and there isn’t
enough. So I am just thrilled to have you guys here and excited. We have deferred
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this a couple of times and I really wanted to hear, and I refrained from calling you
because I wanted to hear the presentation, but I just want to thank you very much
for being a model and collaboration, and the opportunities that I have had to
interact with all of your groups. And opportunities that you give the community
from the Hospice to the Candle Light Visual for domestic violence and the paradise
ride, and the efforts that you do also to enrich the community while trying to fund
your organization. You guys are great.

Mr. Furfaro: Any other Councilmembers before I ask for
comments from the public? '

Chair Asing: I just want to say thank you very much for all the
information, for all the things that you do. Thank you.

Mr. Furfaro: Thank you Mr. Chair. Thank you. We are going to
ask if there is anyone from the public that wishes to testify and Merry Christmas to
you for all that you are doing.

Chair Asing: Is there anyone in the audience that wants to speak
on this item? Glenn please. '

GLENN MICKENS: For the record, Glenn Mickens. I just want to
sincerely thank these people... these organizations for all the good that you do for
the island, in particular the hospice program. What they did for my Mom before she
passed away was unbelievable and I didn’t know anything about hospice until I saw

what they did, but the equipment and everything... they made her as comfortable in

her last years there as they possibly could So I just want to say you can’t support
people like this enough: Thank you. - - T

Chair Asing: Thank you. Is there anyone else? If not, I would
like to call the meeting back to order.

The meeting was called back to order, and proceeded as follows:
Chair Asing: Can I have a motion to receive?

Mr. Furfaro moved to receive C 2008-311 for the record seconded by Mr. Chang,
and unanimously carried.

Chair Asing: Can we have the next item please?

Mr. Nakamura: Mr. Chair, at this time, we have a request to take
up on page 3 of the Council’s agenda communication C 2009-13.
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C 2009-13 Communication (12/03/2008) from Vivian Viar, O‘ahu Manager,
RC Holsinger Associates, P.C., transmitting for Council information, the following
final audit reports for the year ended June 30, 2008:
e Comprehensive Annual Financial Report of the County of Kaua'i Hawa1 i for the
fiscal year ended June 30, 2008;
County of Kaua‘i Single Audit Reports for the year ended June 30, 2008; and
e Recommendations Designed to Improve Internal Accounting Controls and
Administrative Efficiency for the year ended June 30, 2008:

Chair Asing" s W1th that can we have the auditors up? ;
There bemg no objections, the rules were suspended

Chair Asing: - With that, Vivian? For-the record, you want to state
your name please. . o

JOHN HOLT: Aloha Mr. Council Chair for having us. I am John
Holt from RC Holsinger Associates. I am the managing partner and I was the
partner on the account. I have with me Vivian Viar who is our senior manager of
our Honolulu Office who was also involved in the account.

VIVIAN VIAR: Aloha.

Chair Asing: With that, I will turn it over to you and why don’t
you go ahead and start the review process.

Mr. Holt: Thank you. We would like to thank the Council of
Kaua‘i for having us, for retaining us to be their auditors. I would like to thank the
Finance Department for their cooperation and the various Department Heads who
were part of the process as well. We have received a lot of cooperation and we are
proud to present our report. I will start with the thicker report. The thicker report
is a Comprehensive Annual Financial Report and my intent is just to give various
highlights out of the report and address any questions that you may have. I am not
going to exhaustedly go through the report.

I will start with page 11. On page 11 is our audit opinion. Again, what we
were retained to provide an opinion upon the financial statements. The financial
statements are the responsibility of management of the Council of the Finance
Department, and it is our place to provide an opinion as to the reasonableness and
as to whether or not they are free of material misstatement. Based upon our audit,
we have given an unqualified opinion on those statements of the Finance
Department. Included in our report as a County as a whole, includes the
Department of Water. The Department of Water is being audited by KMH and the
comprehensive report requires that the Department of Water be included with the
Council, with the County, in order to have the comprehensive. So basically, our
opinion covers the County and it relates to the Water Department and so much as

_ e
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we have received the unqualified report from the Department of Water from KMH.
So those two (2) reports come together to form. the comprehensive financial
statements and we take the responsibility for the work done on the County and we
were able to give an unqualified opinion on that.

I am going to flip over to page 28. I am a bottom line type of guy. On page 28,
the first column represents the General Fund where the majority of the government
activity takes place. The third from the last line shows the change in the fund
balance. On the statement of revenues, expenditures, and changes in fund balance,
you can see that there is an increase of approximately $2.8 million saying that the
revenues that have been received during the year exceeded the expenditures by the
$2.8 million (inaudible) in a positive position. That increased your fund balance
from $42 million to approximately $45 million which is strong... if we flip back... we
flip forward to page 26, page 26 being the balance sheet, I am going down to the
second from the bottom line on the very first column of the General Fund. That is
where you will see the $45 million represented and that is comprised of basically
three (3) different components. Of that $45 million, $6 million is reserved for
(inaudible) which are moneys that you have committed to, but haven’t received the
goods and services yet. '

We have $3 million that is reserved for self insurance and $35 million of that
$45 million that is unreserved and unappropriated. So as you move into the next
year, you have that as unreserved money that would be able to be spent. The other
thing to note on the balance sheet is that we have been able to pay down debt. You
retired approximately $3.2 million worth of debt, $2.7 million of that being related
to the bonds and the 2005 bond issue, you still have approximately... we still have
about... I'believe that number is about $30 million that has been unspent providing
the liquidity for the future and then additional capital projects. The remaining
outstanding on the long term debt is approximately $72 million and when you look
at your total availability of borrowing... the borrowing base that is required by
Hawai‘i Statute... the total amount that you are allowed to borrow is about
$2.8 billion, so the amount that you have outstanding is very small in comparison.
So based upon the excess revenues of expenditures, based upon a high
unappropriated fund balance based upon low debt and the debt being repaid on a
timely manner and also cash reserves leftover from your previous bond issue
provides the County in a very liquid position.

| Mr. Furfaro: | I would like to go back if I may Mr. Chairman.
Chair Asing: Go ahead. Sure. |
Mr. Furfaro: When we reconciled what is sometimes referred to

as a surplus, sometimes is (inaudible) as a balance reserve or something to that
nature, I want to take note and I am looking at the draft pages because I read this
for a long period of time. What did we actually under spend by departments that




COUNCIL MEETING -9- December 17, 2008

‘ contributed to that? You have a page number that tracks the General Fund key
| departments. I think in the draft, it was page 32.

Mr. Holt: Yes, thank you.
Mr. Furfaro: Am I correct?
Mr. Holt: Yes. I am starting on page 31. On page 31 of the

report is the statement of revenues, expenditures, changing in fund balance, budget
and actual on a non-gap budgetary basis. -And starting on page 31, reflects each of
the various departments... the original budget amount... the final budgeted amount
and the actual expenditures for each one of these departments. And over in the far
right hand corner, you will see that has the variance of the final budget of positive
or negative. If it was a positive variance, it is a straight up number... of negative
variance that was in parenthesis and you can see that the... out of the total
government expenditures...

Mr. Furfaro: . 6.9.
Mr. Holt: Itis 6.9.
Mr. Furfaro: « It is 6.9 positive and you just want to point out that

this is a trend that we had last year'and I want to make sure that during the tough
economic times going forward, that my colleagues on the table realize that we are
budgeting for operating cost of funds that affected by the General Fund. We are
budgeting enough money... we can’t seem to stay on pace with spending the money
for the earmarked goals in the operating plan and this is the second year in a row is
something I just wanted to point, but I am reading that financial correctly, am I

not? ‘
Mr. Holt: Yes, you are.
Mr. Furfaro: Thank you Mr. Chair.
Chair Asing: Yea, it is just a matter of expenditures not... just

not being spent?

Mr. Holt: Correct. There were two (2) items and one was
revenues were higher than had been budgeted... that was budgeted conservatively.
Second, as Mr. Furfaro points out is that we have... the general government of 6.9
and in total on the next page, the total expenditures is a total of $10.8 million, so
you have been responsible in the spending as well.

Mr. Furfaro: May I ask one more specific question on that?

Chair Asing: Go ahead.

e
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Mr. Furfaro: I guess the other thing that I want to point out
here is as I am looking now on page 32, when I look at the breakdown of the
General Fund moneys, I should point out that... if I am reading this correctly,
recreation which is a rather new department for us, under spent by their budget by
almost 21%. If I read your line across, recreation under cultural recreation, they
under spent by $383,000 from what was budgeted, am I interpreting that correctly?

Mr. Holt: Yes, that number would be $383,000 for recreation.

Mr. Furfaro: And it is a very interesting savings because it is a
brand new Parks & Recreation activities... it is a brand new department, so we
didn’t have any trend in past spending to really earmark or identify what the
spending conditions in that new department might be, but I did interpret that
correctly?

Mr. Holt: Yes.

Mr. Furfaro: Thank you Mr. Chairman.

Mr. Holt: Any additional questions?

Chair Asing: - I ' have a‘question: In your experience in doing audit

work, how do you find- out the budgeted figure versus the expenditures? Are we
generally in line with other counties that perhaps you have audited? What is your
take on it?

Mr. Holt: Well, each County or government entity that we
look at has their own unique circumstances. A lot of them are more tight or have
run deficits, so by you being positive and under spending your budget then having a
surplus is very positive.

Chair Asing: Okay.

Mr. Furfaro: It is not a bad thing. The reality actually gives us
an opportunity to maybe reserve some money for future shortcomings.

Mr. Holt: Right, and one of the items too, that you were able
to capitalize one... one of the changes in the audit report... one of the new footnote
disclosures that is different this year from the prior year... if you would turn to
page 68 of the report which is footnote 12, this is a new GASB which stands for
Generally Accepted Standards... it is a government standard that we follow. GASB
had required that other post retirement benefits be recorded on the balance sheet.
Because of the strength of your financial position, this is an item that needed to be
adopted next year, but you early adopt it because you have a sufficient cash to do
that, so you are showing additional fiscal responsibility in doing that, and not only
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did you adopt it, but you funded it as well. Let me back up a bit and explain a little
bit what the other (inaudible) retirement benefits are.

‘In prior years, we had to adopt the pensions that were out there, the
pensions that workers have worked on and accrued during their working history
and we had to put that on the balance sheet. Now what they are doing is they are
asking us to put those other benefits that are out there, and those other benefits
would be health, medical, dental, vision... those benefits that are available to
employees are also available to your retirees and GASB requires us to determine
what is that liability and record that on the balance sheet. An actual (inaudible)
report was formed and the actuaries and determined that the total liability for the
County is $131 million. Now that is a big number just to put on your balance sheet
all at once and GASB recognizes that, and they allow you to amortize that in over a
period of 30 years.

Mr. Furfaro: So the $131 million that I am looking at, I am sorry

I am ahead of you, on page 69 of your report, can be amortized over 30 years.
Mr. Hoit: | Right.
Mr. Furfaro: Thank you.
- Mr. Holt: And the present value of that amortization, the

funding for that was $11.1 million. Now, that compares to the prior year. I guess
what I should say is that $11.1 million is cash that you took and have placed over to
the EUTF (the Hawai‘li Employer’s Union Health Benefits Trust Fund). You have
the cash sufficient to pay that and how that.compares<to the prior year before the
adoption of GASB 45 was-that your pay as you go which is what you are... just
whenever the bill came in, you pay the bill was $4.6 million. So you can see that by
adopting GASB 45 and recording the price retirement benefits on the balance sheet
as (inaudible) cash and you had the cash to be able to fund that.

Chair Asing: With that, Councilmember Bynum?

Mr. Bynum: So we had, as an option, to pay the $4.6 as pay as
you go or to maybe take a more prudent stance to pay in advance, thus creating a
situation where you are going to have less of a burden in the future, is that correct?

Mr. Holt: (Inaudible).

Mr. Bynum: And are you aware of what the other counties in
Hawai‘i decided to do about this?

Mr. Holt: Um... I don’t know, I haven’t looked at each one of
the counties and I haven’t called each one of the counties, but I don’t know for sure.
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Mr. Bynum: So I just want to underline for any members of the
public that might be watching this. The Council and the County of Kaua‘i decided
to take, I think a more prudent course to kind of make sure that we have sufficient
funds to pay a retirement cost in the future and not burden... having an
accelerating burden over the years, but kind of deal with it in a more physically
responsible manner from, I think, our opinion, and not every political subdivision
made that choice. Have I got that right?

Mr. Holt: You have it right. By early adopting, we have saved
money, you have taken a higher road by recognizing the liability earlier and
addressing it earlier, than putting it off.

Mr. Bynum: : Thank you.
Chair Asing: Do you want to continue?
Mr. Holt: . Those are the majority of the comments that I

would have just on the financial statements and on the financial health of the
County unless there are any additional questions.

Chair Asing: Any questions? Councilmember Bynum?

Mr. Bynum: Just go back to. make sure I understand on

something that you said earlier that... we have an unexpended surplus, right? And,

you know, I think sometimes we get criticism as the County like, oh, you are
collecting too much. You could collect less taxes and have a less of a tax burden on
the community. I think we all try to deal with that. That is kind of a stronger
argument when economic times are going really strongly. Part of what I read from
this report is that as we are going into a period where we may have decreased
revenue and more difficult times meeting our obligations as a County, we are in
pretty good shape. We can view that not as a surplus, but as a reserve fund that we
have acted in a conservative matter to make sure we are available to deal in a
better position with difficult times. Is that a fair interpretation?

Mr. Holt: I think that is a fair interpretation. Your taxes as
outlined on page 28, the amount of money that you collected must be from property
taxes is $90 million and having $2.8 million of surplus is a small number.

Mr. Bynum: So, in essence, it is not an unreasonable kind of
cushion?

Mr. Holt: Correct.

Mr. Bynum: Thank you.

Chair Asing: Councilmember Furfaro?
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Mr. Furfaro: Yes, and I think that is exactly what we did in
previous years, you know, earmark the full contribution for that... for the
retirement fund, but I do want to make sure that people understand that the reality
of the growth of our surplus if you want to use that word and so forth, is not so
much earmarked... is the fact that it is in property taxes because, typically, from
what I understand in government, we could, in fact, between 5% and 8%, under
forecast property taxes, so that there is an appropriate acceptable cushion there.
Our problem in this and we are seeing ourselves being very conservative, perhaps,
in getting some of the things that we funded. So a good portion of these moneys are
based on the fact that we don’t, you know, we don’t spend the particulars that we
have put in the budget which brings me to the attention that on page 34, I would
like you to explain an accounting issue for me with housing and community
development on the revolving fund here. We had budgeted income of approximately
$7,176,000. We actually took in $428,000, but there seems to be some kind of an
entry showing the negative on the revenue of $6.7 million on top. There seems to be
some kind of a positive number sitting in the expense cycle. What is that? What
transaction is that? I mean... we are sitting... is that something that might be a
carryover from a previous year or... When you look down here, you've got the
reconciliation of the fund balance. Reserves for encumbrances including in
expenditures and then a fund balance... there was $8 million. Now I take that fund
balance as the County having that kind of money to earmark for future housing, but
I don’t understand the revenue section up at the top where we could have such as
shortfall. The only way that I look at that and it can be explained is that we had
some positive expense pieces, but it must have been some carryover from the
previous year. :

. 1

Mr. Holt: Right. Some of that would be a carryover from the
previous year which would be the encumbrances because you would look at the
potential shortfall of $3.4 million, but that money came from the amounts that were
reserved... that you had entered into various contracts, so you had committed to in
prior years. : - :

Mr. Furfaro: It must have been something that we didn’t know
about because we didn’t budget it accordingly? "

5 e N . N

Mr. Holt: Or ‘it "‘could be an item that might have beén
deferred. '
Mr. Furfaro: Well, I will save that for a question for the

Administration. But I was reading this prior to that, that we may have had $8
million available in the housing account, but maybe something got carried over from
a Kalepa project that was held in reserve. "I am just not sure how to interpret this
negative number.

Mr. Holt: Let me get back to you if I might.
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- Mr. Furfaro: Thank you so much. Thank you Mr. Chair.
Chair Asing: Is there any other questions? If not, are you
through?
Mr. Holt: Part of the audit not only includes taking a look at

the financial statements and insuring that internal controls are built around that
appropriately, and that the financial statement themselves are fairly stated. One of
the items that we need to do as well is take a look at the Federal moneys that you
received to make sure that (inaudible)... are being spent in accordance with the
rules and laws... the (inaudible) grants and programs. With this being our first
year of doing the audit, we took a look at all of your major programs... generally
speaking, what you can do is take a look at your major programs and once we get
satisfied on... that the County is appropriately spending and an adequate internal
controls are in place, in subsequent years, we can rotate between the major
programs and the non-major programs.

In the current year, we selected all of the major programs. If you were
wondering what the major programs were... if you would flip to the single audit
report which is the medium sized report, and if you would flip with me to page 13,
you will see down toward the bottom of that page, it says identification of the major

programs. We looked at the Department of Housing and Urban Development, we

looked at the Section 8 housing, we looked at the CDBG grant, and we looked at the
HOME Investment Partnership Program. We also looked at the Department of
Home Land Security looking at the three (3) grants that are listed there as well. We
also looked at the Department of Transportation looking at the transient capital
investment grant and looking at the highway planning and construction. Those
were the major programs that were identified.

Not to flip there, but starting on page 6, there is a listing of all of the Federal
programs and dollars that you received and I will just turn your attention to
page 10 which has the total... which indicates that in the current year, our
expenditure of Federal moneys was approximately $20.8 million. Pages 6 to 10
spells out detail what all those expenditurés are. So we didn’t look at all of those
grants, we didn’t look at all of those programs, but we looked at all the major
programs which were those five (5) that I have identified.

When we do the single audit, we are required to take a look at the internal
controls as they relate to the compliance and we will go over the findings in just a
bit that we have found on those internal controls. We are also required to... it is
important to point out that our review: of the internal controls, we do not give an
opinion on the internal:controls as a whole, but only as they relate to the Federal
programs. So it is not an extensive internal control audit, but it is enough work for
us to understand if internal controls are being followed and complied with. We are
also required to look at laws and regulations, and specifically, we are required to
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look at laws and regulations as they relate to the Federal programs and the
compliance to them. That doesn’t mean that we... make sure that you obeyed every
single law and every single regulation, but it does say those that we have tested
whether or not you are in compliance and will indicate our findings on that.

So with that, what I will do is I will turn to page 14 which starts to list out
the various findings. I think it is important to note at the beginning about talking
about the findings is that there are no questioned cost that have arisen based upon
our audit. Generally, what a questioned cost would be, would be moneys that have
spent that we believe do not follow the rules and regulations, so we have no
questioned cost that resulted in any dollar amount. More of our findings are more
procedural or compliance in nature as opposed to monetary. The first finding that
is on page 14 relates to the grant management and this is a similar finding that we
had in the prior years. There were three (3) major categories that we grouped our
findings into. There was one program that had a failure to post the cash receipts to
the proper grant. There was one exception that was noted. There were two (2)
programs that weren'’t filing for reimbursement on a timely basis and there was one
program that exceeded their expenditures from the amount that was appropriated.

Now, this is a finding that was similar to the prior year and by the time that
this was addressed by Council, by Finance, we were looking at the March
timeframes, so there was a quarter that was left in the year, so some of these
findings that occurred in the prior year spilled over into the current year. The
Department of Finance has hired personnel to help address and correct these issues
and our findings related to those periods that were prior to this being brought to
Council’s attention in the prior audit. Any questions on finding 1?

Mr. Furfaro: + No: but basically what you are saying is that, we in
previous quarter had identified action needing to be taken, but because it was still
within the timeframe schedule, it needed to be reported again.

hi

Mr. Holt: Correct.

Mr. Furfaro: | So the action is in motion.

Mr. Holt: We see action in motion.

Mr. Furfaro: Thank you.

Mr. Bynum: So these are just findings that we anticipated in

this Council addressed in the past when Councilmember Furfaro was the Chairman
of the Finance Committee, so we knew this was coming.

Mr. Holt: Right, this finding would not be a new finding, one
that you would be familiar with.




COUNCIL MEETING -16 - December 17, 2008
Mr. Bynum: : Thank you.
Mr. Holt: Finding number 2 is a new finding and one that

wasn’t there last year. We were looking at the Federal transient program and we
were looking at their quarterly reports and their quarterly reports from not being
filed on a timely basis. It is a new finding in the fact that it is a new department,
but I think it is similar to the prior ones and I believe that Finance has taken action
to make sure that all reports are being filed on a timely basis. In our discussion
with the department, they are aware that these need to be filed... they are taking
action filed untimely as well.

Mr. Bynum: What page number are we on now?

Mr. Holt: 15 up at the very top. The third finding which is in
the middle of page 15 relates to the CDBG grants out of the Housing Department
and this is also a new finding and what we found here was that there wasn’t a
policy in place or procedures were not being followed to ensure that those items that
were not being procured, so items less than $25,000 in nature were following the
suspension and the (inaudible) rules. Generally speaking that whenever money is
passed off to a sub-recipient, we need to be checking to make sure that the Federal
government hasn’t suspended them or disbarred from doing work with Federal
funds and while that is being done on money that is being procured on the large
dollars greater than $25,000. We did not see a policy or procedure in place for those
amounts less than $25,000. We have discussed that with the department and have
given them the appropriate references to that and I believe that they will be putting
a corrective action plan in place.

The fourth item that we.have which is on.page 16 relates to the Section 8
housing choice voucher program. And what-we are required to do as we test that
program is we select the sample of items to test. Out of the 736 files, we pulled a
sample of 60. Of those 60 files, 28 had exceptions on them and those various
exceptions are noted as items 1 through 14. This is a similar finding to last year
and it is something that they are working on in trying to make sure that all policies
and procedures and documentation is being done.

Mr. Furfaro: May I make a comment on this Mr. Chair?
Chair Asing: Yes, go ahead.
Mr. Furfaro: Thank you for pointing out the fact that there are

28 discrepancies on 736 files. The reality is the Federal government, on these
reporting and the maintenance of these files, has made it very burdensome for the
fact that, you know, we have less than three (3) people, I think, that manage these
accounts, and yet the Federal demand on them seem to just grow every year. It is
an item that we are working on because we did get down to 3.8%, but I am almost
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starting to think we may have to look at that in a way of managing those files by
perhaps even looking at the staffing in that area. Thank you Mr. Chair.

Mr. Holt: o The remainder of the report pages 17 through the
end to page 30, all relate to the prior year findings and the results of those prior
year findings. Many of the prior year findings have been resolved. Those that have
not been resolved, we have already discussed and have identified our current year
findings as well. The prior year findings for the most part have been resolved.
Some of those items were one time occurrences. A restatement of a prior year fund
balance understanding the recording of various capital expenditures, the cut off of
accounts payable to.ensure that the moneys are being recorded in the appropriate
year. Those are all items that we looked at in the current year to make sure we are
being followed and being complied with and we did not find an exception. So the
appropriate action was taken by the various departments to clean up what they
could clean up. The one items are gone; so I think that all the departments have
made progress in this area.

Mr. Furfaro: : Thank you. So over the last couple of years, I have
Chaired this Committee. We started out with 22 findings I think the previous year.
We addressed some, we got down to 16, and now we are looking at about six (6) that
are left of which the two (2) new ones that you brought up early on actually need an
action plan.

Mr. Holt: Yea. Correct, we are down to four (4) in the current
year. : '

Mr. Furfaro: Two (2) of which need action plans.

Mr. Holt: Two (2) of which are new requiring action plans,
yes. : '

Mr. Furfaro: Thank you Mr. Chair.

Mr. Bynum: I just want to thank you for this report. Overall, it

seems like improvement is occurring and I want to acknowledge that
Councilmember Kaneshiro and Councilmember Furfaro because on previous
findings, we had a series of meetings here at the Council looking at those findings,
and also acknowledge our staff that they are addressing these adequately and
appropriately and improvement is noted over the years.

Mr. Holt: And I have to say Mr. Chairman, you were
pondering before about other counties and I was impressed by the way that the
Council has taken ownership of these issues to bring them to conclusion and
resolution, and I think the Council should be commended on that.

Chair Asing: Thank you.
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Mr. Holt: The last report that we brought to Council is the
recommendation design to improve internal controls and efficiencies. These are
items that are not material in nature. There aren’t a significant deficiency that
could result in a mis-statement on the financial statements, but are items that we
feel that could be done in order to continue to improve internal controls, to
strengthen them. One of the items that I do want to do is I neglected to say that
prior... last week, we had met with the audit committee of Council and we went
over in detail the financial statements, the single audit, as well as these
recommendations, so these we have. been discussed in length with your audit
committee, and we are bringing the summary here. On the first page of our
recommendation, one of the things that we recommend is that the catalogue of
domestic federal assistance, those are CFDA numbers... those are the numbers that
are grouped together to determine what is a major and non-major program. It is
also the way that the Federal government keeps track of the money that is being
received. Those change from year to year... could potentially could change from
year to year and sometimes new numbers are assigned and sometimes other ones
are consolidated. In the current year, we had noticed that there were two (2) grants
that had the wrong numbers-on them: When you look at four (4) pages, that is a
small number, so our recommendation is that grant management take a look at the
CFDA numbers and just stay on top of any changes that might be coming out.

We noted that there was no stale date check policy. What a stale date check
policy is, is on the face of your check. The checks says that it is alive for 90 days,
and those checks can sometimes stay out on a reconciliation for a period of time
until somebody actually cashes it. The bank will honor them despite of what the
check says. It is our recommendation that in a timely manner, like within a six (6)
month period or a year that you identify the stale dated checks, and follow up and
resolve them. You have a better chance to resolve them earlier than later... before,
I believe, you were working under a non-written informal policy, so we would
recommend that you formalize it, you shorten the period of time. This is an area of
potential fraud where somebody could write a check and replace stale dated checks
with another check and there are other controls that are placed if you catch that, to
prevent that, but anytime you can reduce the amount of stale dated checks for a
short period of time would be a way to strengthen that.

The last two (2) comments just relates to the recommendations on trying to
go through the audit process in a very timely manner and the closing process. We
had an aggressive schedule that was set for us in the contract... we worked with the
Finance Department to develop that or work within that, and the Finance
Department work with their departments in order to get all the financial
information... we are just making various recommendations that there are ways to
shorten that that might need to use the use of estimates a little bit more... always
(inaudible) in financial statements, we have estimates. One of the reasons, again,
why they are materially correct and not accurate... an estimate might be on an
accrual on those items that you expecting to comment (inaudible)... it was just
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getting the information was just getting the information in. Most of the
departments responded on time. There are always those that we need to follow up
on, but I believe that the Finance Department worked quite well with managing the
tightness of the schedule. Again, we were impressed by that normally. There is a
longer delay in trying to work on something that is still moving, but they seem to do
a good job of managing the adjustments. We have looked at the adjustments as
they were moving to make sure that everything was tight and we buttoned it down
at the end that is part of the reason why we are here in December as opposed to
October, but we appreciate the extensions that were granted in order to allow the
timely issuance of the financial statements. Ultimately, our goal is to work toward
a 12/31 issuance of the financial statements, but it allows the County to be within
compliance with submitting for certificate of achievement from the government
financial officers association which is a certificate that you have received, I believe,
for the past consecutive years. So we are back on track with your approval of these
financial statements, we will be able to issue those and have that set out.

Chair Asing: With that, Councilmember Furfaro?

Mr. Furfaro: I have to tell you, in my business, there are no
exceptions if you have a closing schedule to meet deadlines, and if you can’t meet a
specific deadline, then use an accrual, so that we have an estimate in there. We
have had this in the past where it could lead to you billing us above and outside the
amount that we agreed on to meet the deadlines because you are having to come
back and massage these dates to get us to the Federal deadlines. So I just wanted to
say, I am very proud of what our financial department has done over the last three
(3) years in getting us down to these minimal reflections in the audit, but at the
same time, closing... it is extremely important and we put schedules together and it
is not about 90% compliance, it is about 100% compliance, so that we can meet the
audit dates that we agreed on. So I am just saying that for the benefit of our
Finance Department (in the audience) that they have done great work up to this
time, but put an accrual in. Document what we think it is going to be in the year
for the year, but we should focus more on that schedule.

Mr. Holt: Right, and I understand that you understand that
and you understand too that while the schedule was fluid, it is still... they did a
good enough job that it did not require us to do additional work and to have to
require or to request a change order for additional work, so they did manage that
process well.

Mr. Furfaro: We appreciate the fact that it didn’t make us incur
any further cost, but we need to set our expectations on a schedule in advance of the
start and, then we need to meet that schedule. Thank you Mr. Chairman.

Chair Asing: Thank you.- Councilmembers, any other questions?
If not, thank you very much.




|

COUNCIL MEETING - 20 - . December 17, 2008

Mr. Holt: One last item that I will just bring to your
attention. We are required by our professional standards to give you a copy of our
peer review letter. We do that whenever we do an engagement letter and do a
contract, and we did that. That letter was dated in 2005. Every three (3) years, we
are required to refresh that and that is where another CPA firm comes in and
audits our procedures, so we get audited by the auditors, and then they issue their
report as well. So I am pleased to announce to you that I do have a peer review
letter that has been updated to hand you. It is an unqualified letter. It is
unqualified without letters of comment which is the highest level that you can
receive, so I will make sure that gets forwarded to Council as well.

Mr. Bynum: Thank you and congratulations.

Mr. Holt: Thank you very much Council for your time and for
your attention to this matter. .

Chair Asing: Thank you. I would like to call the meeting back to
order.

The meeting was called back to order,-and proceé‘ded as follows:

Chair Asing: - Why don’t we entertain a motion to receive this
item and then we will do some followup. : - . - - 3.
Mr. Kaneshiro: Lét me make a recommendation as the Budget &

Finance Chair. What I would like to do is that we go ahead and receive this audit
and make a recommendation that through my Committee meeting, we will have the
Administration come up and address the four (4) more serious... not serious, but
what I am saying is, there are six (6) findings that we need to go over. At that time,
we can address the six (6) findings with the Administration here if that is desired
rather than doing it now. I think it will be couple of weeks and it won’t be... the
findings... as you said, two (2) of them are just some very minor things that the
Administration needs to do, so that might be the proper way to do it if that is okay.

Chair Asing: With that said, what we will do is we will receive
the item and then after you send the communication to the departments for follow
up on the findings, the six (6) findings.

Mr. Kaneshiro: Correct.

Chair Asing: But before we do that, I'd like to suspend the rules
and have the input from the public.

There being no objections, the rules were suspended.

Chair Asing: So with that, Glenn Mickens please.
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GLENN MICKENS: For the record, Glenn Mickens. Thank you Kaipo.
You have a copy of my testimony. I don’t mean it to be critical as much as I do
informational. Maybe you can answer my question or maybe these people can do
that for me. Let me read it for the record. In this latest audit, page 13, paragraph
3, it states:  As the close of the fiscal year, the County’s governmental fund
financial statements report and combine ending fund balances of $146.6 million or a
13% increase from the prior year. Approximately 31% of this total amount or
$56.4 million is available for spending at the county’s discretion... unreserved,
undesignated fund balance. = The most significant change in
unreserved/undesignated balance came from the General Fund which increased
$2.9 million or 9% from the fiscal year. Since most of this money in these funds
come from our property taxes, why should these funds be expended on the backs of
taxpayers and other people asking same questions. It is not just coming from me.
As I remember from the last fiscal audit, the General Fund had $32.3 million in it of
unrestricted/undesignated funds, and now it has increased by $2.9 million or 9%.
My question is why? Need we continue to overtax the people instead of budgeting
for what is needed plus as you are pointing out, an emergency amount, and not
continue to have the huge surpluses that we have now. In other words, are these
standard accounting practices because I am no CPA... are these standard
accounting practices to have these size of surpluses in the General Fund for
unrestricted/undesignated use? Is it normal to have a 13% fund increase from one
year to the next as has been done?

Mr. Kaneshiro: - I have a comment for Mr. Mickens. One of the
things that you have to realize is that in 2008, the County Council did reduce seven
(7) out of the eight (8) property classification, so I want to be clear on that and I
hope you are also clear on that.

Mr. Mickens: ' “Yes.

Mr. Kaneshiro: Good, because that wasn’t mentioned. The real
property tax increase basically was $8.5 million due to assessed evaluation on
properties. The other thing that I wanted to point out too that I think the public
needs to know is that, you know, with the County, there was also 1,000 new parcels
recorded for the fiscal year 2008, so that added to that too as you can see when they
first set the rate, we didn’t anticipate that. The other part that I think that is real
significant is that with the circuit breaker, the PHU (personal home use exemption),
long term affordable lease, and the agricultural dedication home sites programs,
these tax relief programs resulted in about $13.1 million in reduction of real
property tax for 2008, so I wanted to point that out too. So there are, you know, the
Council has been diligently trying to reduce taxes in areas. So those are not
anticipated results that would happen with 1,000 new properties coming in and you
will see (inaudible), and so forth.
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Mr. Mickens: However, as you see by the figures, we still
increased $2.9 million in the General Fund from last year to this year even though
as you are pointing out, Daryl, there are all these other encumbrances that, you
know, we getting better tax breaks etc., etc. But the bottom line is, the money is
still increasing on this end.

Mr. Kaneshiro: I still wanted to point out, though, that, you know,
the Council is looking at it diligently and I don’t want the people to have the
reflection that we are not giving tax breaks. We see here for 2008 is quite a
substantial amount of tax breaks that we are giving too.

Mr. Mickens: So the answer to my question, then, about this...
are these standard accounting practices... Jay, I guess you could answer that as
much as anybody and are we in line with what is going on.

LANI KAWAHARA: I think actually Tim had asked...
Chair Asing: Do you have a question?

Ms. Kawahara: Not a question, but I think to address Mr. Mickens,
the auditor that was just up here, he said that they were within standards... that
this surplus... he didn’t really say it was significant and he said it was within
standards.

Mr. Mickens: I didn’t hear him say it was... it varies from, I
guess, County to County. o s
. : T N S T
Ms. Kawahara: Yea, I don’t think he saw anything unusual in it.
Mr. Mickens: So (inaudible)... unrestricted balances we have,

then, is... as far as you guys are all concerned is normal.

Mr. Furfaro: May I contribute to that?
PO N TV v
Chair Asing: ‘Go ahead Councilman.
Mr. Furfaro: We are... the typical guidelines are 8% to 12%,

okay. We find ourselves in a position as visited last year in attempts to do this and
going forward. We are identifying our full burden for the employee retirement fund,
so we should be on the high side of that estimate. If you look particularly on
page 69, you will find that and I ask the question about, how does the County fund
this over a period of time and how many years are we talking about? We potentially
have a $131 million liability sitting out there, so it is to some degree, good, that we
exceed this surplus because the State of Hawai‘i is only paying a portion each year
of their contribution to this account, but we are fully funding it year to year which is
a change that we just made. So I don’t have all the answers for you, but if that is
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the position that we have taken in the policy, then we should be on the higher end. I
also want to point out that methodically over the years, Glenn, when you look at the
building report, we are now incorporating new reports that should, soon, help our
Finance Department be able to forecast what the growth in taxes were going to be
because we are actually tracking the time, the start date, and the value of those
permits. So maybe at some future time, we can actually start to forecast how much
our tax base is going to grow which would then allow us to perhaps adjust at the
end, but it is a very methodical process to get there and we are getting there. We
have been conservative, but I would like to point out, again, that the revenue
increase that we have for property tax is only $2.8 million higher than what we
thought it would be. Some of our surplus is based on the fact that there is a lot of
projects that we want to get started and we just haven’t, you know, got that money
earmarked... I am sorry to say. We are not canceling the projects, so that we can
give a reduction. We still want to do those projects, but we are getting there from a
financial forecast and we are getting there in a pretty conservative way, but I think
as our auditor said, probably in the right way.

Mr. Mickens: As you -also pointed out, there was that one fund
that $8 million in it and only about three hundred and something thousand I think
was spent out of it, so there seems to be a huge...

Mr. Furfaro: As I said for many years, Glenn, we use the term
surplus. I think, you know, if this was a corporation of which we are... we are a
$158 million corporation and that balance is the membership equity and we are all
the members. We are all the members.

Mr. Mickens: ‘But it is still surplus.

Mr. Furfaro: I seeit as...

Chair Asing: You can see it any way you want. Thank you very
much. \ i

Mr. Furfaro: I would like to finish. I am not going to say more

than this again. You use the word in accounting as surplus.

Mr. Mickens: Right.: - e T

Mr. Furfaro: Okay, I'‘want to say to .you, let’s think of it as a
reserve for the bad times that are coming up. Thank you Mr. Chair.

Chair Asing: With that, Bruce?

BRUCE PLEAS: Bruce Pleas,‘ Preéidént of. lI‘{ztaﬁa!‘i speaking for

myself and not attached to any lobbying organization. I would like to thank the CPA
for providing another year of information to base our budget on. I hope all the
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Councilmembers also go online and check out the last two (2) audits that were
provided and compare them. It is interesting to see what is going on. On the
recommendations, it is a small portion. I think either follow these (inaudible)... as
outlined by the CPA. On the single audit report, it covered mostly... what I was
going to cover... the only one that I would like to bring up is on page 9. This is the
expenditures... I would like you to notice that in the last group, there are highways,
State Transportation improvement program, the three (3) bike path grants... notice
how much is left over in their grant balance... just taking a little check of that.

On the financial report, the intro section, page 4. This is the large one. It has
‘a list of construction. You need to re-look and get an update of the projects in
progress. I believe that has changed drastically since this was put together for
background into... for the budget. Also on page 31, I noticed that the County
Attorney has a... was budgeted at $3.5 million, spent approximately $2.4 million
and has not spent $1.08 million that is 20% of their budget was leftover. Take that
into consideration when you are appropriating funds for outside counsel. There is a
million dollars sitting there that we could use to have counsel done in-house instead
of sending the money out for that if that is applicable. Also, what Glenn was
talking about, last year, our property tax rates did go down, but the assessments
went up which basically equals that most property taxes went up across the board.
I will remind the Council that this is a new fiscal year. This is a completely different
ball game we are heading into. Take very good looks at the numbers you have and
please act accordingly and on the cautious side, I would really like to end up this
year with a surplus or moneys left over. It would be nice whatever you want to call
it, but let’s aim for that again, and continue along how we have been going. Thank
you.

Chair Asing: Thank you. Is there anyone else? I'd like to call the
meeting back to order.

Mr. Furfaro: For Councilmember Kaneshiro chairing Finance,
could we try and get some clarification on that housing division balance fund.
Thank you very much.

Mr. Kaneshiro: | So noted.
The meeting was called back to order, and proceeded as follows:

Mr. Kaneshiro moved to receive C 2009-13 for the record, seconded by
Mr. Kawakami, and unanimously carried.

Chair Asing: With that, next item please? Oh, we are going to
have a caption break now. Thank you.

There being no o‘bjections, the Chair called for a recess at 10:57 a.m. The meeting
was called back to order at 11:10 a.m., and proceeded as follows:
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Chair Asing: With that, Mr. Clerk, next item please?

Mr. Nakamura: At this time Mr. Chair, there is a request to take up
on page 6 of the Council’s agenda a Legal Document: C 2009-27.

LEGAL DOCUMENT:

C 2009-27 Communication (11/20/2008) from then Housing Director
Kenneth Rainforth, recommending for Council approval a Second Amended
Agreement for Kaua‘i Lagoons Affordable Housing to allow an extension of time up
to June 18, 2009 for the developer to complete 82 of the required affordable housmg
units: ;

e Second Amended Housmg Agreement (Kaua‘i Lagoons Affordable Housing) to
describe the Affordable Housing Units which will have to be provided, and to
define the manner and timing of the development of such Affordable Housing

Units in order for the Developer to fulfill its obligations under Ordinance No.

PM-2006-383.

Chair Asing: I'd like to suspend the rules.
There being no objections, the rules were suspended.
Chair Asing: Ken, please.

KEN RAINFORTH, EXECUTIVE ON HOUSING: Good morning, Ken
Rainforth, Executive Assistant at the Housing Agency. We have requested that the
Council approve a second amendment to the affordable housing agreement between
the County and the developers for:the affordable housing for the Kaua‘l Lagoons
projects. We were prepared to do a PowerPoint presentation. I know that because
of the time, we are not going to be doing that. I know that there are copies here, so
you might want to be able to pick one up and take a look at it later. The crux of
them matter is that there have been delays with the development of the Courtyards
at Waipouli Project and these are all delays which are normal and typical for any
kind of a construction project. So what the developer is asking to do is to amend one
of the two (2) milestones required for completing the project. Right now, the
affordable housing agreement says that 50 units are supposed to be complete by
February 18, 2009. The second requirement is that all 113 units be completed by
February 18, 2010. The amended agreement that is before you is not changing the
second requirement, but the first one, we want to see changed to say that 82 umts
will be completed by June 18, 2009. Any questions?

Chair Asing: Councilmembers, any questions? If not, thank you
Ken. I see someone in the back. Anne?
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ANNE PUNOHU: I just want to ask you to approve this because
Kaua'‘i Lagoons has been very generous. I feel that their package is really good. I'v
looked at it and I think that they should have the extension because this is really
going to help our community. Aloha.

Chair Asing: | Thank you.

Mr. Furfaro: Thank you Anne.

Chair Asing: Is there anyone else? Bruce?

BRUCE PLEAS: Bruce Pleas for the record and everything else goes

that I said before and I will not repeat it for the rest of the meeting if that is alright
with the Chair. As for the change for 82 units on June 18, 2009, due to the weather
that we have had and due to anymore problems that may show up since the
weather service said that January was supposed to be the beginning of the wet time
and who knows what that will bring. I would suggest because these are affordable
units, these are being built for local residents, that instead of 82, I'd like to stick
with the regular 50 units by June 18, 2009. Instead of 82, you are upping it to a
number and I think just keep with the original completion dates and keep the
number at 50... keep the number at 50 and go to June 18, 2009 for 50 units instead
of 82. Thank you.

Chair Asing: Thank you. Is there anyone else? If not, I'd like to
call the meeting back to order.

The meetmg was called back to order, and proceeded as follows:

Chalr Asmg: | Can I have a motion to approve?

Mr. Bynum moved to approve LEGAL DOCUMENT: C 2009-27, seconded by
Mr. Furfaro, and unanimously carried.

Chair Asing: Next item please?-

T o4t > .
-Mr. Nakamura: Mr. Chair, at this time, if we could go to page 4 of
the Council’s agenda and take up at this time communication C 2009-17.

C 2009-17 Communication (10/10/2008) from the Chief of Police, requesting
Council approval to expend $929.02 from the Asset Forfeiture account (for
reimbursement to the United States Marshals Services expenses) to purchase a
2007 Livingston boat that was forfeited to the United States Marshals Service
during a marijuana investigation on Kaua‘, and the United States Marshals
Services has received authorization to transfer ownership to the Kaua‘i Police
Department: Mr. Furfaro moved to approve C 2009-17, seconded by Mr. Bynum,
and unanimously carried.
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Mr. Nakamura: Mr. Chair, at this time, if we could take on page 4,
communication C 2009-18. :

C 2009-18 Communication (10/21/2008) from the Chief of Police, requesting
Council approval to purchase newly designed police badges in the amount of
$18,020 which funds will be from the Asset Forfeiture Funds: Mr. Furfaro moved to
approve C 2009-18, seconded by Mr. Kawakami, and unanimously carried.

Chair Asing: Next item please?

Mr. Nakamura:  The last item from the Police Department and if we could
go to page 5 of the Council’s agenda Mr. Chair on the third item communication
C 2009-22.

C 2009-22 Communication (11/18/2008) from the Chief of Police, requesting
Council approval to accept donated equipment valued at $14,790.57 from David and
Gina Moore of Princeville which will be used by the Hanalei Substation for
everyday operations: Mr. Furfaro moved to approve C 2009-22 with the appropriate
mahalo letter, seconded by Mr. Kawakami, and unanimously carried.

Chair Asing: Next item please?

Mr. Nakamura: At this time, if we could... there has been a request
to take up on page 8 of the Council’s agenda, two (2) executive session items. This
would be executive session item ES-366.

ES-366 Pursuant to Haw. Rev. Stat. §§92-4 and 92-5(a), (4), and (8) and
Kaua‘i County Charter §3.07(E), the purposes of this executive session is to provide
Council a briefing in the case of Koloa Creekside Estates, L.P. v. County of Kaua'i,
et _al., Civ. No. 07-1-0191 and related matters. The briefing and consultation
involves consideration of the powers, duties, privileges, immunities, and/or
liabilities of the Council and the County as they relate to this agenda item.

ES-368 Pursuant to Haw.Rev.Stat. §§92-4 and 92-5(a)(4) and (8), and
Kaua‘i County Charter section 3.07(E), the Office of the County Attorney requests
an executive session with the Council to provide the Council a briefing on COUNTY
OF KAUAT VS. NORMAN CARIS, CIV. NO. 06-1-0017 (FIFTH CIRCUIT COURT)
and related matters. This briefing and consultation involves consideration of the
powers, duties, privileges, immunities and/or liabilities of the Council and the
County as they relate to this agenda item.

Chair Asing: Harrison.

There being no objections, the rules were suspended.
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HARRISON KAWATE, ACTING COUNTY ATTORNEY: Council Chair,
Councilmembers, Harrison Kawate, County Attorney. We are asking for executive
session on these two (2) matters to give a briefing on Creekside and Norman Caris
condemnation proceeding.

Chair Asing: Yes, ES-366 and ES-368.
Mr. Kawate: . Correct. -
Chair Asing: Go ahead.

Mr. Kawate: .+ ! 'ES-366:

ES-366 Pursuant to Haw. Rev. Stat. §§92-4 and 92-5(a), (4), and (8) and
Kaua'‘i County Charter §3.07(E), the purposes of this executive session is to provide
Council a briefing in the case of Koloa Creekside Estates, L.P. v. County of Kaua,
et _al., Civ. No. 07-1-0191 and related matters. The briefing and consultation
involves consideration of the powers, duties, privileges, immunities, and/or
liabilities of the Council and the County as they relate to this agenda item.

ES-368 Pursuant to Haw.Rev.Stat. §§92-4 and 92-5(a)(4) and (8), and
Kaua‘1 County Charter section 3.07(E), the Office of the County Attorney requests
an executive session with the Council to provide the Council a briefing on COUNTY
OF KAUAT VS. NORMAN CARIS, CIV. NO. 06-1-0017 (FIFTH CIRCUIT COURT)
and related matters. This briefing and consultation involves consideration of the
powers, duties, privileges, immunities and/or liabilities of the Council and the
County as they relate to this agenda item.

Chair Asing: Thank you. With that, before we move into
executive session, I'd like to open it up to the public. With that, Glenn? -

GLENN MICKENS: For the record, Glenn Mickens. Thank you Kaipo. I
am not trying to beat on the dead horse. I think this horse is still running. You
know, it is up to you guys to decide this or somebody whether it is the County
Attorney or who it is. Let me read my testimony for the record please. For the
benefit of the new Councilmembers, I’d like to offer a brief history of the meaning of
Section 3.07(E) of the County Charter relating to executive sessions. For about 30
months, Ken Taylor and I have presented the view that Section 92-71 of the part 6
of the Sunshine law, the State Sunshine law, mandates that if the County Charter,
Section 3.07(E) is more stringent than Section 1 of the Sunshine law, then the
provisions of Section 3.07(E) shall govern as to standards for an executive session.
During this extended period, all Ken and I wanted to do was get an opinion of law
given to us either by a Councilmember or a County Attorney as to the correctness of
our view. If our view is correct in all of the executive sessions held by the Council
that have not been in conformance with the terms of Section 3.07(E) were not
legally justified. Several times over these many months, we were told that an
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opinion would be given to us to our contention despite these assurances. At the last
Council meeting, our Deputy County Attorney when asked to comment on our
request... Jay asked him to please come up in the chair and said, no comment at
this time. Something is terribly wrong with our system of government when
concerned citizens who should be entitled to be informed about the legality of
Council executive sessions are over a lengthy time period then given evasions and
finally no response at all. Is it too much to expect that a member of the Council
would give us an explanation for the course that has been followed. We recognize
that our Charter has been changed to eliminate the specific terms of Section
3.07(E). In fact, it is still on the agenda now, so I am not sure why, but it is there.
So somebody must decide that it is relevant. In our opinion, the change occurred
because a deceptive awarding of the ballot proposal. It is to be noted that the
proposal did not arise from any request by a member of the public, however, the
amendment is not retroactive. The validity of past executive session remains
relevant and our request continues to need answering. I don’t know whether the
County Attorney... I don’t know whether he still wants to come up here and give an
answer or any member of this Council can come up with some answer to our
question.

Chair Asing: Thar;k'you Gle<nn{.. Is there anyone else?

Mr. Mickens: ‘ Is tha‘t‘:thé ansvx;er Kaipo? - |
Chair Asing: Hangon ILet’; h;u‘ze s;;lebody else up. Than’k you.
KEN TAYLOR: Ch\a.ir and members of the Council, my name is Ken

Taylor. I want to congratulate you new members to the Council today. I certainly
agree with the comments that Glenn made and I hope that and I pray that as we
move forward with business of the Council that, in the future, when there is an
issue of questioning the law; thé law governs all of us. It governs you folks, it
governs us. I think we are entitled to... if there is a disagreement on how that law is
interpreted, I think you have an obligation to the public to make sure that it is
completely understood as to what the law is and what the law says. You have over
the past year flipped it off as, well, we've told you, we've told you, we've told you. We
haven’t been told... we were told that there was an opinion from the County
Attorney on this matter 3.07(E). It has never been brought forth, then you say
another excuse was, well, we don’t have a procedure in place. Well, let me tell you a
procedure of passing on a piece of paper. It is here Ken, here Jay, here Kaipo, here
is the response, take a look at it. This is what governs us, then we can make it
accordingly, but to sit here and play this game for well over a year is really wrong
and I think it was really wrong for all of you to sit through this last campaign and
not question the way 3.07(E) was put on the ballot because it was very deceiving for
the people and numbers of people that I have talked to would have voted differently
if they would have understood the process. So I think it is unfortunate that we have
to change our laws in a deceptive manner just to get what we want. With that, I




