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MINUTES
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HONOLULU, HAWAI 96813

Note: A copy of the video of the full proceedings of this meeting may be requested
by calling the City Clerk’s Office at 768-5822.

CALL TO ORDER

The regular meeting of the Committee on Budget was called to order by Committee
Chair Ann H. Kobayashi at 9:03 a.m. Voting Members Fukunaga, Manahan, Ozawa and
Pine were present at the meeting. Nonvoting Members, Council Chair Martin,
Councilmembers Anderson, Elefante and Menor, also attended the meeting.

STAFF PRESENT

Steve Uyeno, Senior Advisor to Committee Chair Kobayashi

Catherine Pligavko, Analyst, Office of Council Services

Lioyd Yoshioka, Attorney, Office of Council Services

Amy Kondo, Deputy, Department of the Corporation Counsel, assigned to the Committee
Gail Uehara, Council Committee Aide, Office of the City Clerk
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ORDER OF BUSINESS

APPROVAL OF MINUTES

The minutes of the Committee on Budget meeting held on January 14, 2015 and Speciél
meeting held on January 20, 2015 were approved as circulated. :

AYES: FUKUNAGA, MANAHAN, KOBAYASHI - 3.
NOES: None.

EXCUSED: OZAWA, PINE - 2.

FOR ACTION

1. BILL 75 (2014), CD1 - COMMITTEE REPORT 41

RELATING TO A REGIONAL PARK FUND. Creating a Central Oahu Regional Park
(CORP) Fund.

Administration/Others

Nelson H. Koyanagi, Jr., Director, Department of Budget and Fiscal Services
(BFS) ‘
Michele K. Nekota, Director, Department of Parks and Recreation (DPR)

Director Koyanagi testified in opposition to the Bill as detailed in
Communication D-67.

A discussion ensued regarding: a) the City’s cost to administer the special fund, and
b) all revenues from the Central Oahu Regional Park (CORP) fees to be used for
that park.

In response to inquiries, the BFS and the DPR Directors provided the following:

o The DPR has their own accounting system to track the deposits from fees.

. The year that the CORP fees started would be provided to the Council.

Committee Member Ozawa expressed his concern about the accountability of a
special fund. : :
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The following individuals testified:

1. Michael Conroy, Patsy T. Mink Central Oahu Regional Park Advisory
Committee (support) (M-162)

In response to the Committee Chair's question, Mr. Conroy stated that he
would provide the Committee with information on generating revenue at the
CORP.

2. Shelly Nakasone, Patsy T. Mink Central Oahu Regional Park Advisory
Committee / Neighborhood Board No. 35 (support)

3. Dick Poirier, Neighborhood Board No. 25 (support) (D-68)

4. Natalie lwasa (oppose)

5 Renee Kamisugi (support)

Council Chair Martin summarized his advocacy for moving the Bill forward, but

would be willing to hold up hearing the Bill at the Council’'s February 18" meeting to
give the BFS Director time to work on resolving their concern on this matter.

Councilmember Menor echoed the sentiments of the Council Chair and expressed
his support for moving the Bill forward.

Committee Member Ozawa stated that the City’s budget is a “complex animal” and
that the CORP is a major park, which may need special budget consideration.

Committee Member Manahan noted the challenges faced by the CORP Advisory
Committee and stated that the Bill is worthy of further consideration.

The Committee Chair recommended that the Bill be reported out for passage on
third reading with the understanding that the Council Chair would work with the DPR
and the BFS Directors on a solution to the matter. :

Bill 75 (2014), CD1 reported out for passage on third reading.

AYES: FUKUNAGA, MANAHAN, OZAWA, PINE, KOBAYASHI - 5.
NOES: None.

Related communications:

D-67 Nelson H. Koyanagi, Jr., Director, Department of Budget and Fiscal
services (oppose) '
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D-68 Dick Poirier, Neighborhood Board No. 25 (support)

M-160 Patsy T. Mink Central Oahu Regional Park Advisory Committee
(support)

M-161 Thomas Arnone (support)

M-162 Michael Conroy, Patsy T. Mink Central Oahu Regional Park Advisory
Committee (support)

M-163 Alan Hayashi and Karen St. John (support)

2. BILL 78 (2014), CD1 — COMMITTEE REPORT 43
RELATING TO THE HANAUMA BAY NATURE PRESERVE FUND. Requiring that
interest earned on deposits into the Hanauma Bay Nature Preserve Fund be
deposited in the Fund.

Administration/Others

Nelson H. Koyanagi, Jr., Director, Department of Budget and Fiscal Services
Director Koyanagi testified in support of Bill.

The following individual testified:

Sid McWhirter, President, Friends of Hanauma Bay (comments) (M-164)
Committee Chair Kobayashi explained that with the passage of the Bill, interest earned
on deposits in the Hanauma Bay Nature Preserve Fund (Fund) would begin upon the
effective date of the Bill and be credited to the Fund.

Committee Member Ozawa stated that he would work to ensure that accountability for
monies deposited into the Fund would be used to make necessary repairs at the
Hanauma Bay Nature Preserve.

Bill 78 (2014), CD1 reported out for passage on third reading.

AYES: FUKUNAGA, MANAHAN, OZAWA, PINE, KOBAYASHI — 5.
NOES: None.

Related communication:

M-164 Sid McWhirter, President, Friends of Hanauma Bay (comments)
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3.

BILL 77 (2014) — COMMITTEE REPORT 42

RELATING TO THE REAL PROPERTY TAX BOARDS OF REVIEW. Broadening
the notice and publication requirements for the Real Property Tax Boards of Appeal.

Administration/Others

Gary Kurokawa, Deputy Director, Department of Budget and Fiscal Services
(BFS)

Deputy Director Kurokawa testified in support of the Bill. He noted that the BFS
currently provides much of the information on its website and will continue to review
the information regarding the notices of meetings and disposition of the appeals to
see if more details could be provided to the public.
The following individual testified:

Natalie lwasa (comments)

Bill 77 (2014) reported out for passage on third reading.

AYES: FUKUNAGA, MANAHAN, OZAWA, PINE, KOBAYASHI — 5.
NOES: None.

BILL 83 (2014)

RELATING TO REAL PROPERTY TAX EXEMPTIONS. Providing a real property
tax exemption to residential properties that use non-city refuse services.

Administration/Others

Nelson H. Koyanagi, Jr., Director, Department of Budget and Fiscal Services
(BFS)

Gary Kurokawa, Deputy Director, BFS

Lori M. K. Kahikina, Director, Department of Environmental Services (ENV)

Timothy A. Houghton, Deputy Director, ENV

The BFS testified in opposition to the Bill as detailed in Communication D-69.
In response to the Council Chair’'s question, Director Kahikina stated that the ENV

would not be including a fee structure for refuse collection service in the Fiscal
Year 2016 budget, as detailed in Communication D-70.
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A discussion ensued regarding: a) subsidizing of core services, b) developers
exemptions on certain City requirements, and c) front-end loader trucks and the
history of its use for refuse collection service.

In response to inquiries, the BFS and ENV representatives provided the following:

o The word subsidize for budgetary purposes generally means providing
additional funding for an operation that cannot be self-supportive.

. The BFS would work with the ENV to determine the City’s cost for the real
property tax exemption to residential properties that use non-city refuse
services.

The following individuals testified:

1. Jane Sugimura, President, AOAO Pearl One and Board Member,
Bougainville (support) (M-172)

2. Richard Emery, CAl & Associa (support) (M-176)

3. Natalie lwasa (oppose)

4 Dante Carpenter President, Country Club Village, Phase 2, AOAO (support)
(M-170)

5. Rasta J. Nasserghandi, The Arbors AOAO (support)

Committee Chair Kobayashi recommended deferring action on the Bill to work on
the following: a) whether a refuse collection fee should be instituted, b) financial
fairness to taxpayers for refuse collection service, c) whether side-loader trucks
could be used to service the buildings that now use front-end loader trucks, and d)
all City’s trucks should not go on private property.

Council Chair Martin made comments on core essential services and financial equity
for taxpayers.

Committee Member Pine stated that she was thinking about recusing herself from
voting since the measure would be a benefit to her. She further expressed concern
regarding transparency in the evaluation of real property tax assessments.

In closing, the Committee Chair reiterated her concerns on the fairness to taxpayers
and the potential liability of City trucks entering private property.
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Action on Bill 83 (201‘4) deferred.

AYES:
NOES:

FUKUNAGA, MANAHAN, OZAWA, PINE, KOBAYASHI - 5.
None.

Related communications:

CC-52
D-69

D-70

M-165
M-166
M-167
M-168
M-169
M-170

M-171
M-172
M-173
M-174
M-175
M-176
M-177
M-178

M-179

M-180
M-181
M-182
M-183
M-184
M-185
M-186
M-187
M-188
M-200
M-286

Councilmember Kimberly Pine filed a Disclosure of Interest Statement
Nelson H. Koyanagi, Jr., Director, Department of Budget and Fiscal
services (oppose)

Lori M. K. Kahikina, Director, Department of Environmental Services
(comments)

Garry P. Smith (support)

Jean Okumura (support)

Lynne Matusow (support)

Nelson and Visminda Sebastian (support)

Susan Doles (support)

Dante Carpenter, President, Country Club Village, Phase 2, AOAO
(support)

Gary Griffiths, President, AOAO Plaza Landmark (support)

Jane Sugimura, AOAO Pearl One (support)

John Horvath, One Waterfront Towers (support)

Mike Hartley, President, Hawaiiana Management Company (support)
Paul Schultz, President, AOAO PALO ALTO CONDOMINIMUM
Richard Emery, CAIl & Associa (support)

Richard Port, President, AOUO Yacht Harbor Towers (support)
Sharlene Nahale, BOD Preisdent, AOAO Nalanui Apartments
(support)

Sharon Young-Nakaue, Kaioo Terrace Association of Apartment

-Owners (support)

Caroline Williams AOAO 936 Lehua (support)

Tony Hall, AOAO 936 Lehua (support)

Nancy Molloy (support)

Joyce Baker, President, AOAO The Kamaaina (support)

Mary Martin (support)

Heidi A. Gagnon, President, AOAO Sierra Gardens (support)
Robert Volkwein, President, AOAO Hiliside Terrace IV (support)
Adam Choka, President, AOAO Gateway Pennisula (support)
Sidney Hoi, AOAO Scandia Towers (support) (received after meeting)
Enola Gay Lum, Crosspointe AOAOQ (support) (received after meeting)
Sharlene Nahale, BOD Preisdent, AOAO Nalanui Apartments
(support) (received after meeting)
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5. BILL 1 (2015) — COMMITTEE REPORT 44

REAL PROPERTY TAX RELIEF. Providing real property tax relief for certain
properties that are used as low-income rental housing.

Administration/Others

Nelson H. Koyanagi, Jr., Director, Department of Budget and Fiscal Services
(BFS)
Gary Kurokawa, Deputy Director, BFS

Deputy Director Kurokawa explained that the BFS has concerns with the Bill as
detailed in Communication D-71.

- Committee Chair Kobayashi explained that the purpose of the Bill was to protect
renters who may be affected by rent increases due to the reclassification of the
rental property to the higher Residential A tax rate.

The following individuals testified:

1. Natalie Iwasa (comments)
2. Barbra Armentrout (comments)

Committee Member Manahan expressed his support for the Bill.

Bill 1 (2015) reported out for passage on second reading and scheduling of a public
hearing.

AYES: FUKUNAGA, MANAHAN, KOBAYASHI - 3.
EXCUSED: OZAWA, PINE - 2.

Related communication:

D-71 Nelson H. Koyanagi, Jr., Director, Department of Budget and Fiscal
services (comments)
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6. BILL 2 (2015) — COMMITTEE REPORT 45

OTHER POST-EMPLOYMENT BENEFITS RESERVE FUND. Repealing Article 64
of Chapter 6, Revised Ordinances of Honolulu 1990, related to the Other
Post-Employment Benefits Reserve Fund (“Reserve Fund”).

The following amendment was posted on the agenda:

PROPOSED CD1 TO Bill 2 (2015) — (Submitted by Councilmember Kobayashi)
The proposed CD1 (OCS/020415/09:45/CT) makes the following amendments:

1. Renumbers the second SECTION 3 to SECTION 4.
2. Makes various technical and non-substantive changes.

Administration/Others

Nelson, H. Koyanagi, Jr., Director, Department of Budget and Fiscal Services
(BFS)

There was no public testimony.

Director Koyanagi explained that since the establishment of the State
Employer-Union Health Benefits Trust Fund Other Post-Employment Benefits
(OPEB) trust fund, the City is now required to pay its OPEB contributions to that
fund, therefore the City's OPEB reserve fund is no longer needed.

Bill 2 (2015) amended to the posted CD1(OCS/020415/09:45/CT) and reported out for
passage on second reading and scheduling of a public hearing.

AYES: FUKUNAGA, MANAHAN, KOBAYASHI! - 3.
NOES: None.
EXCUSED: OZAWA, PINE - 2.

7. RESOLUTION 15-28 — COMMITTEE REPORT 49

CDBG AND HOME PROJECTS SELECTION COMMITTEE. Selecting members for
the CDBG and HOME projects selection committee.

There was no testimony from the Administration.
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The following individual testified:
Natalie lwasa (comments)

Committee Chair Kobayashi announced that applications of the nominees
recommended for the CDBG and HOME projects selection committee are on the
City’s website. An FD1 for the February 18t Council meeting would include the
names of three persons recommended by the Council, as well as the Council’s
recommendation for the person to serve as the jointly selected member of the
committee.

Resolution 15-28 reported out for adoption.

AYES: FUKUNAGA, MANAHAN, OZAWA, PINE, KOBAYASHI — 5.
NOES: None.

Related communications:

CC-57 ‘Councilmember Pine submitting nomination consideration for
-~ Kevin Rathbun. _

CC-58 Council Chair Martin submitting nomination consideration for
Robert Agres Jr.

CC-59 Council Chair Martin submitting nomination consideration for
Tin Myaing Thein, Ph.D.

CC-67 Councilmember Ozawa submitting nomination consideration for
Tin Myaing Thein, Ph.D. (received after the meeting)

CC-91 Councilmember Kobayashi submitting nomination consideration for
Amy Hirano.

CC-92 Councilmember Elefante, submitting nomination consideration for
Mary Pat Waterhouse.

MM-13 Mayor Kirk Caldwell, submitting the Selection Committee Members for

Community Development Block Grant (CDBG) and HOME Investment
Partnerships (HOME) Programs.

10
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8. RESOLUTION 15-19 — COMMITTEE REPORT 47

FORMING A PERMITTED INTERACTION GROUP. Establishing a permitted
interaction group of Councilmembers to investigate federal funding for City programs
and projects.

Administration/Others

Nelson, H. Koyanagi, Jr., Director, Department of Budget and Fiscal Services
-~ (BFS)

The following individuals testified:

1. Ellen Watson (comments)
2. Natalie lwasa (support)

In response to Ms. lwasa’s concerns, Committee Member Ozawa explained
that in addition to meeting with the Federal Transit Administration, the
Councilmembers would also be attending the National Association of
Counties (NACo) Legislative Conference and as such, saving the taxpayers’
money by not traveling twice.

3. Mark Blackburn (oppose)
4, Barbra Armentrout (comments)

Committee Chair Kobayashi requested that the permitted interaction group gather
information from the other Cities about their fees for refuse collection while attending
the NACo Legislative Conference.

Committee Member Pine suggested amending the Resolution to add language
clarifying that the trip is in conjunction with the NACo Legislative Conference.

The Committee Chair recommended amending the Resolution to include the NACo
Legislative Conference and be reported out for adoption.

Resolution 15-19 amended to a CD1 and reported out for adoption.

AYES: FUKUNAGA, MANAHAN, OZAWA, PINE, KOBAYASHI -5
NOES: None.

11
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CD1 to Resolution 15-19 — The CD1 (OCS201 5-0095/2/11/2015 5:10 PM) makes
the following amendments:

1. Adds language in the last WHEREAS clause and the first BE IT RESOLVED
clause to specify that the members of the Group will already be in
Washington D.C. for the NACo Legislative Conference.

2. Makes various technical and non-substantive amendments.

9. RESOLUTION 15-21 — COMMITTEE REPORT 48

GENERAL OBLIGATION BONDS. Authorizing the Director of Budget and
Fiscal Services to issue and sell in one or more series not to exceed
$950,000,000 principal amount of general obligation bonds of the City and
County of Honolulu.

The foIIowihg amendment was posted on the agenda:

PROPOSED CD1 TO RESOLUTION 15-21 — (Submitted by Councilmember
Kobayashi) The proposed CD1 (OCS/020315/08:50/YL) amends the reference to
the rail project on page two of the Resolution to correct the project name to the
Honolulu High Capacity Transit Project. The project name is the same as the
project name in all of the HART capital budget ordinances.

Administration/Others

Nelson H. Koyanagi, Jr., Director, Department of Budget and Fiscal Services
(BFS)

Director Koyanagi testified in support of the Bill and noted that the refunding of
previously issued bonds, which depending on the interest rates, could save the City
approximately $40 million over the life of the bonds.

In response to inquiries, the Director provided the following:

o The $40 million in savings would be over the life of the bonds.

o The general obligation bonds are to pay for previously budget approved

capital-improvement projects for the City and would not be used for the
Honolulu High Capacity Transit Project.

12
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10.

PN RWN

The following individuals testified:

1. Richard DeConti (oppose and comments)
2. Ellen Watson (comments)

Resolution 15-21 amended to the posted CD1 (OCS/020315/08:50/YL) and reported
out for adoption.

AYES: FUKUNAGA, MANAHAN, OZAWA, PINE, KOBAYASHI - 5.
NOES: None.

RESOLUTION 15-18 - COMMITTEE REPORT 46

FEDERAL SECTION 5307 GRANT MONEYS. Directing HART to delete Federal
Section 5307 grant moneys from the Honolulu Rail Transit Project financial plan and
full funding grant agreement.

Administration/Others

Roy K. Amemiya, Jr., Managing Director Designate

Daniel Grabauskas, Executive Director and CEO, Honolulu Authority for
Rapid Transportation (HART)

Ivan Lui-Kwan, Board Chairman, HART

The following individuals testified:

Richard DeConti (oppose and comments)
Barbra Amentrout (support)

Rose Pou (support)

Cynthia Firth (comments)

Natalie lwasa (support)

Michele Matsuo (support)

Mark Blackburn (comments)

Mike Uechi (comments)

At 11:55 a.m. Committee Vice Chair Manahan conducted the meeting and at 11:57 a.m.
the Committee Chair returned to the meeting.

13
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In response to inquiries, the HART representatives provided the following:

An explanation that the Honolulu Rail Transit Project (Rail Project) full
funding grant agreement and financial plan includes Federal Section 5307
grant moneys (5307 moneys) as a part of its income. As it is the will of the
Mayor and the Council to remove the 5307 moneys, the HART would provide
the Federal Transit Administration (FTA) with an updated financial plan in
June of 2015, which removes the 5307 moneys.

The HART would research whether other jurisdictions have removed
5307 moneys from their financial plans.

The 5307 moneys that the Federal Government allocates to each city or
county is an amount based on a formula and that amount for Honolulu is
currently $34 million to $35 million annually.

An estimated amount of the 5307 moneys increase to the City once the Rail
Project becomes operational would be provided to the Council.

The Rail Project’s deficit is due to delay costs, lower General Excise TaX
(GET) surcharge revenues and higher bid contract prices.

The proposed GET surcharge extension would be used to cover the Ralil
Project’s shortfall and the 5307 moneys replacement.

The “draw down” of 5307 moneys would not be needed for Fiscal Year 2015.

The following assumptions were made for discussion purposes:

o The Rail Project's operation costs would be subsidized from the
General Fund revenues similar to TheBus farebox recovery policy and

that the annual subsidy would be in the range of about $80 million.

o An increase to real property taxes to pay for the Rail Project’s
operation and maintenance was contemplated.

There are two separate monthly Rail Project progress reports available on
the HART's website, one by HART and another by the FTA.

14
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11.

In response to Councilmember Anderson’s question, Managing Director Designate
Amemiya stated that the City Administration supports the Resolution.

Resolution 15-18 reported out for adoption.

AYES:

FUKUNAGA, MANAHAN, OZAWA, PINE, KOBAYASHI - 5. |

NOES: None.

RESOLUTION 15-7

MEMORANDUM OF UNDERSTANDING WITH THE HONOLULU AUTHORITY
FOR RAPID TRANSPORTATION (HART) REGARDING THE GENERAL
OBLIGATION BONDS. Authorizing the Director of the Department of Budget and
Fiscal Services of the City and County of Honolulu or the Director’'s designee to
enter into a Memorandum of Understanding with the Honolulu Authority for Rapid
Transportation (HART) regarding the issuance of general obligation bonds.

Administration/Others

Roy K. Amemiya, Jr., Managing Director Designate

Nelson H. Koyanagi Jr., Director, Department of Budget and Fiscal Services

Daniel Grabauskas, Executive Director and CEO, Honolulu Authority for
Rapid Transportation (HART) :

Ivan Lui-Kwan, Board Chairman, HART

Director Koyanagi gave a brief explanation on the Resolution.

In response to inquiries, the BFS and HART representatives provided the following:

The Memorandum of Understanding is to issue debt for HART's short-term
cash flow.

The current estimated amount in bonds that would be requested for 2015 is

- about $350 million.

The total amount of short-term borrowing for the Rail Project’s construction
would be about $1.9 billion, which includes the projected shortfall and the
5307 moneys removal.

The amount that the HART could borrow and be able to pay back without the

General Excise Tax (GET) surcharge extension and without the use of the
real property tax revenues would be provided to the Council.

15
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-—

. The current Rail Project’s deficit of $910 million consists of $550 million to
$700 million in contract bid shortfalls and the $210 million removal of 5307
moneys.

. At this time, an amendment or repeal of Ordinance 07-01 that prohibits

monies other than GET surcharge or federal funds to be used for Rail Project
construction is not anticipated.

A discussion ensued regarding the: a) Rail Project delays, and b) time frame for the
Council to act on the Resolution.

Councilmember Menor expressed his concern about the Resolution because there
are no definitive answers on the construction cost for the Rail Project.

Council Chair Martin concurred with Councilmember Menor’s concerns and noted
that the Rail Project has yet to reach the complex construction portion of the route.

The Committee Chair recommended deferring the Resolution.

Committee Member Ozawa concurred with the Committee Chair's recommendation
and expressed his concern for the potential of additional Rail Project change order
costs.

The following individualsktestified:

Randy Leong, Don’t Extend Rail Tax (oppose) (M-189)
Richard DeConti (oppose and comments)

Michele Matsuo (comments) (M-190)

Geoffrey Paterson (oppose) (M-191)

Mike Uechi (comments) (M-193)

Cynthia Firth (oppose) .

Barbra Armentrout(support)

Mark Blackburn (comments)

Ellen Watson (comments) (M-192)

Pearl Johnson, League of Women Voters of Honolulu (oppose)
Natalie lwasa (oppose)

R0 NOORWN =

Action on Resolution 15-7 deferred.

AYES: FUKUNAGA, MANAHAN, OZAWA, PINE, KOBAYASHI - 5.
NOES: None.

16
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Related communications:

CC-57 Councilmember Ann Kobayashi submitting article entitled Honolulu
City Council Approves $450 million in Commercial Paper to
Strengthen Rail's Financial Plan by Malia Zimmermann.

- D-5 Department of Budget and Fiscal Services transmitting
Resolution 15-7.
M-189 Randy Leong, Don’t Extend Rail Tax (oppose)
M-190 Michele Matsuo (comments)
M-191 Geoffrey Paterson (comments)
M-192 Ellen Watson (oppose)
M-193 Michael Uechi (comments) (received after meeting)
ADJOURNMENT

There being no further business, the meeting was adjourned at 1:37 p.m.

Respectfully submitted,

TAKAHASHI
Acting City Clerk

gu
DATE APPROVED'

March 4, 2015
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