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May 5, 2017 
 
Honorable Mel Rapozo, Chair 
  And Members of the Kaua‘i County Council 
4396 Rice Street 
Līhu‘e, Hawaii  96766 
 

Re:  Fiscal Year 2018 Supplemental Budget Submittal 
 
Dear Chair Rapozo and Councilmembers: 
 
Pursuant to the requirements of the Kaua‘i County Charter, I present to you the proposed 
supplemental budget for the County of Kaua‘i for fiscal year 2018 (FY18). This proposal includes an 
operating budget of $203,568,193, which reflects a decrease of $607,042 below the March submittal.  
 
Since the March submittal, several new developments occurred as a result of the 2017 Legislative 
Session which will impact the County’s financial position. We have also made several adjustments 
to our budget based on discussions with the Council over the past several weeks. Lastly, we have 
allocated funds to address additional facility repairs and operational needs.    
 
Allow me the opportunity to expand on the recent developments, adjustments and additional 
priorities identified in this supplemental budget submittal.  
 
 
Recent Legislative Developments 
 
As a result of this legislative session, the County’s current share of the Transient Accommodations 
Tax (TAT) revenues has been reduced by $1.45 million. Additionally, the Legislature did not 
advance a General Excise Tax (GET) measure that would have allowed the County to receive up 
to $20 million a year in highway and transportation related revenues. This additional funding would 
have helped to address the $126 million backlog in roadway repair and maintenance 
projects. Further, approximately $5 million of these revenues could have been leveraged to reduce 
our general fund expenditures for our Transportation operations, thereby giving the County 
flexibility to adjust to higher anticipated Employee Retirement System (ERS) contributions in future 
budgets.  
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We will continue to work with our partners at the State Legislature in hopes of revisiting the 
possibility of receiving an increase in the TAT funding, and/or favorable consideration of a GET 
allowance.  
 
Absent the development of a diversified revenue stream, Real Property Tax (RPT) revenues will 
remain the primary resource to meet the overwhelming majority of County expenditures. Property 
taxes are the County’s largest source of revenue, representing approximately 84 percent of the 
revenue sources within the general fund while TAT has declined to roughly 9 percent. In 
comparison, in fiscal year 2004 RPT represented approximately 73 percent and TAT contributed 18 
percent.  
 
In the March budget, the administration had designated $6 million to road maintenance and repairs 
in order to address this critical need. Given the reduction in TAT revenues and other budget 
adjustments, we have been forced to reduce the amount allocated to this initiative by approximately 
$1.2 million.  
 
While we were disappointed in the lack of GET and TAT revenue opportunities, we are grateful to 
our Kaua‘i delegation for allocating $167.5 million in capital improvement projects for State and 
County projects on Kaua’i, a portion of which will help to support County initiatives, such as 
improvements to the Bryan J. Baptiste Sports Complex and the county-owned Waimea High School 
Baseball Field.  
 

 
Adjustments to the March Submittal 
 
We identified line items in the proposed budget that could be reduced or eliminated as their costs 
were captured in this current fiscal year. As an example, the Kaua‘i Police Department was able to 
reduce its proposed budget by $180,000, because the Council recently approved KPD’s request to 
pay for the lease payments of newly-purchased pursuit vehicles using unexpended funds from FY17.  
 
We also corrected line items that should not have been included in the March budget. For instance, 
the Fire Department’s proposed budget was reduced by $335,000, as final lease payments for Engine 
8 and Air 1 were satisfied in the current fiscal year. 
 
Compensation and retirement contribution adjustments resulted in a net savings of $497,230, 
primarily due to the passage of Senate Bill 936 regarding ERS contributions. However, as previously 
stated, ERS contributions are expected to continually increase over the next three fiscal years.  
 
 
Additional Facility Repairs and Operational Needs 
 
We have allocated funds to address additional facility repairs and operational needs that were 
identified through our in-depth discussions with the Council and our department heads through the 
budgetary review process.  
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In order to adequately address critical road repairs, we are including an additional $100,000 to the 
Public Works Roads Division to purchase two new road striping machines. This new equipment 
will replace the striping machines that are no longer in service. 
 
The Solid Waste Recycling Division will require an increase of $675,000 to contract the operation 
of a Permitted Recycling Processing Facility to accept and process recyclables from commercial 
generators, including self-haulers, recycling haulers, and Certified Redemption Center (CRC) 
operators. Items accepted include aluminum cans, corrugated cardboard, mixed paper, shredded 
paper, newspaper, metal cans and bottles, glass jars and bottles, and Plastic #1 and #2. This contract 
will greatly support the Certified Redemption Centers by receiving and processing materials, which 
will allow the centers to maintain consistent hours of operations. 

Addressing homelessness on our island continues to be a top priority for our administration. We are 
expanding the job duties to fulfill the role of a project coordinator within the Housing Agency that 
will collaborate with the state and partnering agencies on homeless initiatives. An additional $12,000 
from the General Fund will be allocated to this position.  

We have proposed a $1 million increase to the new bond issuance bringing the total to $24 million to 
account for anticipated additional construction costs associated with the Adolescent Treatment and 
Healing Center. This results in a $62,000 increase in annual debt service.  

 
The Office of Economic Development is revising the Grant in Aid process to ensure fairness and 
equity in the distribution of grant awards. OED will now issue a joint exempt Request for Proposal 
(RFP) for designated Grant in Aid projects, and selection committees will help to determine 
awardees and amounts.  
 
The Kaua‘i Veterans Center is an important gathering place for our entire community and the 
facility requires roof repairs in order to maintain operations. The Mayor’s Office will be supporting 
this project through a Grant in Aid award of $150,000. 
 
Equally important to our community is the Historic Waimea Theater, which is a county facility. 
An additional $22,425 has been allocated to the Waimea Theater to support a new air conditioning 
system.  
 
The administration has also included $30,000 in the operating budget to address irrigation needs at 
the Historic County Building.   
 
While it does not require additional revenues, the administration has identified the following 
budgetary additions of $550,000 from the Parks 209 Fund and $500,000 from the Housing 
Development 512 Fund: 

 Spouting Horn Concessionaire  Booths Construction  $400,000 
 Kamalani Playground Improvements    $150,000 
 First Right to Purchase Affordable Units   $500,000 
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Conclusion 
 
Creating a structurally balanced budget was especially difficult given the recent outcome of the 2017 
Legislature, which has affected our ability to capture essential revenues. Despite the challenges 
presented herein, we are proud to say that our budget proposal remains structurally balanced while 
still maintaining a reserve of 30 percent of last year’s revenues, as established via two Resolutions 
which were recently approved by this Council.  
 
As Mayor, I am committed to creating a long-term financial plan that ensures the County’s ability to 
respond to natural disasters or unforeseen economic challenges. I thank the County Council for 
working with the administration to support this effort to create a County government that is 
financially sustainable.   
 
 

Mahalo nui loa, 

 
Bernard P. Carvalho Jr. 
 

C: Wallace G. Rezentes Jr., Managing Director 
 Ken Shimonishi, Finance Director 

Ernest W. Barreira, M.S., Assistant Chief Procurement Officer/Budget Chief 

 


