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'SPECIAL COUNCIL MEETING
' SEPTEMBER 16, 2008

The Special Council Meeting of the Council of the County of Kaua‘ was called
to order by the Council Chair at the Council Chambers, Historic County
Building, 4396 - Rice - Street, - Room~ 201, Lihu‘e, Kaua‘4i, on Tuesday,
September 16, 2008 at 9:06 a.m., after which the following members answered the
call of the roll:

N |
'~ Honorable Tim Bynum
Honorable Jay Furfaro
Honorable Shaylene Iseri-Carvalho 1 - -
Honorable Mel Rapozo
Honorable JoAnn A: Yukimura (present at 9:23 a.m.)
Honorable Bill “Kaipo” Asing, Council Chair
s Ly 'f" f

EXCUSED: Honorable:Ronald Kouchi

Non-decision-making workshop to discuss the recommendations of the
Administration as contained in Bill No. 2274, Draft 1, “A Bill for an
Ordinance to Amend Chapter 5A of the Kaua‘i County Code 1987,
Relating to Real Property Tax” (including, but not limited to, possible
amendments relating to kuleana, agriculture production, ete.)-

JAY FURFARO, COUNCIL CHAIR: Aloha and good morning everyone. I am
going to call to order a Special Council Workshop. For general information for the
audience, the workshop will deal in terms of our Council agenda which was posted
for this special meeting. We will start, first of all, and don’t call it now... I want you
to know that other Councilmembers are in the building. I do want to also announce
to the group that at my request we have conveyed this special workshop and
fortunately, we were able to get some individuals over from Honolulu to help us
understand the current environment in the State of Hawai‘i as well as globally. I
would like to share with you that there is an agenda for this workshop that is
available to those of you that would like at the podium. We have speakers that
have come in for this meeting. We have Mr. Murray Towill and he is the President
of the Hawai‘l Hotel Association and lodging industry. We also have from the State
Office of Economic Development, the Research Department, we have Mr. Bob
Shores. We also have Mr. Phil Fudge here representing the Kaua‘i Board of Real
Estate. We also have Mr. Jerry Ornellas from the Kaua4 Farm Bureau and we
have presentations from Ed Renaud as well as Clint Saiki from the Engineering and
Public Works Department of the County. I am very pleased to share with you that
the meeting will be facilitated by Nadine Nakamura of NKN Project Planning. We
are delighted to have her with us today. Also at the podium, we have amendments
that... if you recall, I asked that it be presented to the Council Clerk by last week
Friday. There are copies in summary form. There will be no action today. This is a
workshop. There will be no action on those amendments. They are available in
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advance, so that tomorrow’s Committee of the Whole under Mr. Kouchi can have all
of that information in written form present. I would also like to say that for those
guests that have come over from Honolulu at our invitation, we are attempting to
have an Q&A period from the Council at which... at the end of the presentations, we
will take public testimony not with each presenter. It is a time that, economically,
we should all be certainly aware of... this presents an opportunity for us to hear
about State as well as global-issues, their impact in our community as we move
forward with proposed tax ordinance.

Clearly, many of you understand that 52% of the County’s revenues do, in
fact, come from our property tax, and we felt as a Council, there was great value in
having these presenters today. So on that note, Nadine Nakamura, I am very
thankful that you are here with us today, and I will turn the meeting over to you.

There being no objections, the rules were suspended. '

NADINE NAKAMURA, NKN PROJECT PLANNING: Thank you
Councilman Furfaro. Good morning. Everyone has the agenda or should have a
copy of today’s agenda, and we are just going to start off with our first speaker, Bob
Shore from the Department of Business & Economic Development and Tourism.
Bob has a PowerPoint presentation.

Chair Furfaro: Bob, welcome, and thank you for being here this
morning here with us. Bob, did you have copies of your PowerPoint?

BOB SHORE, DEPARTMENT OF BUSINESS & ECONOMIC
DEVELOPMENT AND TOURISM: Unfortunately, I don’t have copies. Okay, thank
you very much for having us here today. I am going to give you a brief overview of
the economy as we see it. The forecast that I am going to give you was developed in
August, and as you may understand and realize that doing economic forecasting is
a real moving target now. Things are changing, things are influx. This is what we
had in August...

Chair Furfaro: You might have to pull that mike closer.

»  Mr. Shore: Okay, is that... So let me start out by giving you
kind of a general overview impression of where we are in the economy right now.
What we are seeing right now is really mixed indicators, mixed performance in
Hawai‘i’s economy. Certainly, the most difficult area is tourism which has slowed
significantly and, as you know, on the neighbor islands, very, very significantly.
Balancing that to a certain degree are jobs which are continuing to -grow.
Unemployment still remains one of the lowest in the nations and construction is
remaining... has vitality even though it has peaked. Real personal income growth
is continuing to grow slightly and Federal expenditures are still going (inaudible) in
the economy. So there are some very stabilizing factors that are somewhat
offsetting the tourism situation at least at this point right now.
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Let’s look at State employment. This is kind of a long view of State
employment. As you can see, jobs in employment... employment includes self-
employed and proprietors. Jobs are just wage and salary jobs, so they are going to
be a little bit lower than total employment. But as you can see, beginning in the
early 2000’s, we began an upturn which was fairly vigorous and it is only now
within the last six (6) months or in the last year I should say, starting to move
sideways as we move into the... away from this business cycle. Again, the
unemployment rate has remained low in Hawai‘l. After about 2001, we were
significantly under the national average. " You can see that in the last six (6)
months, our unemployment rate has increased to about 4.2% now compared to the
U.S. rate of about 6% at this time.

Now I didn’t have a chance to dig into all of the data that is available for
Kaua'i, but we can certainly do that, and give you as much information as you need.
But on Kaua‘i, employment is doing better than statewide. Your year-to-date
employment is up 1.8%, jobs are up 2.1%, and your unemployment rate is actually
better than the National average although rather the State average... although it
has increased about 1% over the last year. Those percentages are from the last
year. In July, your employment rate is up even higher than the year-to-date
average although the jobs are slipping just a little bit. Our forecast statewide for
wage and salary jobs is a modest... is a very minimal point, 2% increase in 2008.
This is not going to increase very much in 2009 we don’t think. We think we may
get up to about 1/2%, but we do feel that there is going to be some gains at this
point in time. 2007 was a modest gain of about 1%.

In personal income, you can see that Hawai‘‘’s trend has pretty much
mirrored the national trend over the last six (6) or seven (7) years. It peaked in
about the last part of 2004 in terms of rate and growth. It moved downwards and
then sideways, and now it is starting to slip a little bit more. Our projection. for
personal income including inflation is 4.9% for 2008 and 4.3% for 2009. It will go
down a little bit more in 2009 because the inflation rate is going to be a little bit
lower.

Consumer prices in Honolulu which is the only figures that we have for the
State... it peaked in 2006 at about 5.8% for that year. They slipped to about 4.9% in
2007 and forecast for 2008 is another slippage to about 4.5% and 3.5% in 2009. In
other words, we think we have seen the peak of the inflation cycle and the slower
economy both nationally and in Hawai‘i is going to be bringing that inflation rate
down. '

Now this chart is a little bit messy, but let me see if I can explain it here.
This is a look at construction and it is basically building permits. As you can see,
building permits which are an indication of future construction down the road,
peaked in about the middle of 2006. Certainly, as far as residential which is that
big blue portion at the bottom and then began to decline in terms of the value of
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those permits. The green and the red area represent commercial and industrial and
additions and alteration. They are doing better. ‘They are holding their own even
though they are slipping just a little bit. I have been doing this work in Hawai‘i for
about 35 years. So I have seen about five (5) or six (6) different cycles. Most of the
time in tourism and construction went down at the same time. This is the first cycle
that I have seen in which tourism is sinking a bit, but construction is actually
contributing even though it is a little bit less, it is contributing to the economy. I
think that is a very positive sign. From what we can see in the out years, military
construction and other government construction especially harbors development
and that sort of thing is going to continue to contribute to that stability even though
there is some decline in it.

Looking at Kaua'i, residential building permits, you can see that there has
been an upturn trend. I can’t explain that 2005 interesting occurrence, but I will
have to look in the data for that. But on a month to month basis, it has been
increasing up and down a little bit... generally increasing right up to the latest
month. I grabbed this presentation yesterday from one of our stock presentations,
so I am not sure exactly what those figures out to the left really mean, so just kind
of disregard those and basically kind of focus on the trend which is pretty good.

Looking at jobs in the construction area comparing Kaua‘l with the State of
Hawai‘i. On the right, you can see the construction jobs in the State appear to have
peaked earlier this year and it slipped sideways a bit. They will probably decline a
little bit more, but it is not clear with the volume of work that we will see any kind
of a serious decline in statewide construction employment. That is down in July... I
am sorry, year to date, construction jobs are about 2.9% increase from the year
before. On Kaua‘i, jobs are still doing quite well. Your jobs year to date in
construction are about 16.7% from the year before. Now you may see some
flattening out on that, but right now, it is fairly positive.

Moving to visitor activity, the bottom line shows... is the year is 2008 and the
other two (2) years the green and the red show the pattern for 2006 and 2007. As
you can see on a statewide basis, we are down about 12.3% for July and 6.4% for the
year to date. For Kaua‘i, your decline is certainly much more significant. You are
down 22.6% in terms of air visitor arrivals in July and 15.2% for the year as a
whole. This is a chart showing scheduled airline seats. The blue line up above
shows what we had expected before Aloha Airlines and ATA went out of business.
The green line represents what changed after they went out of business in terms of
expected air seat capacity and the red line which is a little bit further up indicates
the latest capacity expectations for oversees airlines to Hawai‘i. So you can see that
there has been a slight improvement in that since the Spring. I am sure that my
former boss Murray Towill has a lot more to say about tourism, but let me just say
that our expectation as of August for visitor arrivals was a 6.7% decline in 2008 and
still a small decline in 2009. Visitor expenditures are about the same for 2008. A
little bit more positive for 2009 probably because of an inflationary bump. The
Japan and the U.S. economy are certainly very important to Hawai‘i. They have a
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major impact on our markets. There is not a clear recession expected for either of
those although growth is going to be slow... sub power growth, so we are looking at
about... at least the blue chip forecast which is an average of about 50 U.S.
forecast... it expects about 1.6% increase in 2008 for U.S. and about the same for
2009. Japan a little bit less than that, but still positive. This is a summary of our
forecast. I have gone through those numbers already and it represents the best that
we could do in August. We will be re-evaluating our forecast in November, so I think
that is about all that I had to say, and I think I will just open it up to questions
right now.

Chair Furfaro: Nadine, do you mind if I repeat the rules for today’s
workshop again. For the public, we are handling this as a... according to Council

rules, there will be a place for you to sign up, but we are going to go through all of

our presenters first with their information allowing questions just to come from the
Council tables before we go onto our next speaker. Thank you Nadine.

Ms. Nakamura: So we have about 10 minutes for questions from
Councilmembers for Mr. Shore So Councﬂmembers do you have any questions?

LY /

SHAYLENE ISERI- CARVALHO The question that I have is... I believe
your slide indicated that construction Jobs in the State were at an increase of 2.9%
from the year before on Kaua‘i? -

Mr. Shore: That is year to date, yes.

Ms. Iseri-Carvalho: - * Okay, and I guess'I just learned that Goodfellow,
which is a construction company here basically laid off- 100 plus employees. Is that
number calculated in your figure?

Mr. Shore: ' No, these are up through July, so any changes since
July...

Ms. Iseri-Carvalho: And I guess I will find out because I know it just
happened which... so that figure might probably go down? Do you have any
indication about that or those kinds of changes that occurred here on Kaua‘i?

Mr. Shore: No, not in the very recent weeks, no.
Chair Furfaro: ' I am sorry, you said not in the very recent weeks? -
Mr. Shore: Yes. Our data is through July right now. Our

August data will not be available until the end of this month.

Ms. Iseri-Carvalho: And the next question was... I also I thought saw as
to other jobs, there was a 16.7% increase?
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Mr. Shore: The 16.7% increase were... I am sorry, the 16.7% is
the jobs... construction jobs on Kaua‘i year to date through July. The 2.9% was for
statewide construction jobs.

Ms. Iseri-Carvalho: So there was... you are saying an increase... can
you tell me where those jobs were?

Mr. Shore: The construction jobs?
Ms. Iseri-Carvalho: Yea.
Mr. Shore: I don’t have that kind of detail, but I can get that

for you. If there is any information that I don’t have, just let me know what it is,
and I will write it down, and I will get it to you.

Ms. Iseri-Carvalho: Okay, so if you could get that information and I
guess because the news that I have been hearing is that construction jobs are
actually slowing or almost non-existent in light of all kinds of reasons. Awaiting
building permits or cost, so a variety of reasons what I am hearing. Do you have
any indication as to any prediction that it was going down?

Mr. Shore: In tern;s of Kaua‘i?
Ms. Iseri-Carvalho: Yes.
Mr. Shore: - ;Well, the building permits through July showed

pretty strong gains. :Now building permits down necessarily translate into
construction until the workers are there until the financing is in place, and that sort
of thing. We don’t have that kind of detailed information, but we do have data on
the total number of jobs in the construction area, and I probably have that right
here. Please bear with me. You have... as of July, you had 2,150 construction jobs
on Kaua‘i and that was about 16%.

Ms. Iseri-Carvalho: Could you repeat that? How much was the amount
of jobs that we had in construction?

Mr. Shore: 2,150.

Ms. Iseri-Carvalho: 2,150 and when you say jobs, are you saying
employees or...

Mr. Shore: These are wage and salary jobs, so they would be
employees.
Ms. Iseri-Carvalho: Okay, so 2,150 workers were involved in the

construction.




COUNCIL MEETING -7- September 16, 2008

Mr. Shore: Were employed in the construction industry as of
July. Year to date is pretty close, it is 2,100 through July.

Ms. Iseri-Carvalho: And I just wanted clarification on what you mean
by construction jobs, persons? Is that building, plumbing, electricians, or...

Mr. Shore: That is a good question. These figures for this
particular for 2008, we don’t have that detailed of a breakdown. The Department of
Labor follows about six (6) months later with the finer breakdown of the jobs in that
category. We and that comes out of the national level too. As soon as I have the
breakdown even for the first quarter of this year, I will send that to you folks. It is
a fairly detailed... well, for Kaua‘l, it may not be as detailed because there are
disclosure issues in the data, but I will make sure that you get the data... the
detailed data as soon as it is available on that, and I will send you when I get back
whatever detail we have from last year on breaking down construction into different
trades. : ' '

Ms. Iseri-Carvalho: Thank you.

MEL RAPOZO: Thank you. That construction information is from
what source? Is that Department of Labor?

Mr. Shore: Well, the permits are from the County permit
offices that have been compiled by our office and the construction jobs are from the
State Department of Labor.

Mr. Rapozo: Yea, the two (2) slides I guess I was interested in...
the first was the construction and housing slide where you talked about... it looked
like it was the statewide slide and not so much Kaua‘i because it talked about all
the military housing and I know O‘ahu has quite a bit. And I am more interested in
what the numbers for Kaua‘i especially since it pertains to this real property tax bill
and do you have those numbers?

Mr. Shore: I would have to check when I get back to see if we

have detail. A lot of times the information from the County is delayed, but I will
check for you and find out what we have as far as detailed building permit
statistics. '
Mr. Rapozo: " Well, I am more interested in the trends. My
interest is not so much... I mean we can ask our County that. What I was hoping for
today was trends of what has been happening and I saw your charts, but what does
it look like? What is the economic outlook going forward and I don’t know if that is
something that you track or can forecast.

Mr. Shore: The economic outlook for Kaua‘i?




