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March 14, 2017 

 

Honorable Mel Rapozo, Chair 

  And Members of the Kaua‘i County Council 

4396 Rice Street 

Līhu‘e, Hawaii  96766 

 

Re:  Fiscal Year 2018 Budget Submittal 

 

Dear Chair Rapozo and Councilmembers: 

 

Pursuant to the requirements of the Kaua‘i County Charter, I present to you the proposed operating 

budget for the County of Kaua‘i for fiscal year 2018 (FY18). We look forward to working with you 

in the coming weeks to make important financial decisions for the people of Kaua‘i and Ni‘ihau.  

 

 

Creating a Long-term Financial Plan 
 

This proposed budget continues to pursue the shared goal of the County Council and the 

Administration to build a financial strategy that seeks to address the County’s short-term objectives 

while maintaining long-term financial stability.  

 

In order for the County to achieve long-term financial sustainability, we must create a structurally 

balanced budget that looks beyond the current year to ensure that on an annual basis, our recurring 

revenues meet our recurring expenditures without the need to utilize carryover balances or dip into 

our reserves.  

 

Building a sound financial plan allows us to respond to severe revenue shortfalls and other risks, 

such as natural disasters. For the past two years, the County has worked with the Government 

Finance Officers Association (GFOA) to analyze and recommend general fund reserve requirements 

based on an assessment of the County’s specific risks. This recommendation considers the size of 

our municipality, borrowing capacities, as well as other risk-mitigating strategies, such as additional 

insurances and emergency borrowing arrangements in the event of a natural disaster. The GFOA 

recommends the County keep a reserve between 27 and 41 percent of the prior fiscal year’s general 

fund revenue.  

 

Bernard P. Carvalho Jr. 
Mayor 

 
 

Wallace G. Rezentes Jr. 
Managing Director 
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Based on this assessment, the Administration is proposing to initially establish a reserve of 30 

percent of our prior year’s revenues. The importance of the minimum reserve is critical to the 

County’s long-term financial plan. 

 

Consequently, the Administration is proposing two Resolutions which are being transmitted with the 

proposed FY18 budget ordinance, to ensure the County continues to meet its structurally balanced 

budget practices and adequate reserve retention.  

 

I am proud to say that this proposed budget is structurally balanced, while fully funding our other 

post-employment benefits (OPEB) and other obligations, and meets the minimum 30 percent 

objective, as set forth by the proposed resolutions.  

 

 

Fiscal Year 2017 Successes 
 

Before getting into the details of this budget proposal, allow me to highlight several of our 

accomplishments in the current fiscal year: 

 

 Holoholo Projects 
 

o Adolescent Treatment and Healing Center (ATHC) – I wish to thank Kaua‘i’s legislative 

team and Governor Ige, who recently released $5 million in state monies to fund the 

construction and site improvements for this project, which continues to receive the steadfast 

support of the Council and the community. A zoning permit application was filed and a deed 

transferring the ownership of the property to the County will be recorded this month, as we 

continue to move forward to build a treatment center that will allow our youth to heal at 

home with their families.  

 

o Bus Shelters – The County continues to build bus shelters islandwide with 17 shelters 

completed this fiscal year, bringing the total number to 23. The third and final phase of this 

project will commence this spring, when the contract is expected to be awarded. The State 

Legislature allocated an additional $1.5 million in 2015 to fund the final phase of 

construction. The County aims to shelter 49 bus stops by 2018.  

 

o Methane Gas Collection System – The $4.17 million project to collect methane gas 

generated by decomposing trash at the landfill is being funded through the State Revolving 

Fund (SRF) program. The County met the deadline set forth by the Environmental Protection 

Agency (EPA) to complete construction and have a fully-operational methane gas collection 

system. The County is currently in the process of awarding the operational contract and 

anticipates commencing in the upcoming fiscal year.  

 

o TIGER – The County is on track to complete the fund obligation by June 30 of this year to 

release $13.8 million in federal funding, in accordance with the Transportation Investment 

Generating Economic Recovery (TIGER) grant that was awarded to the County in 2015 by 
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the U.S. Department of Transportation. An internal partnership between the Department of 

Planning and the Department of Public Works has made it possible for the County to conduct 

the majority of the environmental work in-house to reduce costs and expedite the process. 

The consultants are scheduled to complete the 35 percent plan drawings, project 

specifications, and design-build RFP documents by the end of this month. This grant will 

enable the County to enhance our Līhu‘e Town Core Mobility and Revitalization Plan, and 

bolster our efforts to provide safe, affordable and sustainable multimodal transportation that 

supports economic revitalization in the area. 

 

 Other FY17 Successes 

 

o Puhi Road Rehabilitation, Road Improvements – Phase I of the Puhi Road Rehabilitation 

project is complete and Phase II is currently under contract for planning and design. In an 

effort to address community concerns while maintaining fiscal responsibility, the County 

sought 80 percent of the funding for this project from the Federal Highways Administration 

through a partnership with the state Department of Transportation Highways Division. In the 

upcoming fiscal year, the County will be significantly increasing the monies available in the 

Highway Fund to address road repaving concerns, as this is a top priority for our 

administration and the community. 

 

o KPD CALEA Accreditation – The Kaua‘i Police Department (KPD) recently received 

accreditation from the Commission on Accreditation for Law Enforcement Agencies 

(CALEA), and joins just five percent of law enforcement agencies in the nation to receive 

this recognition. The process to achieve accreditation was rigorous and extensive, but the 

benefits include greater accountability within the agency, reduced risk and liability exposure, 

stronger defense against civil lawsuits, and greater success at reaching administrative and 

operational goals.  

 

o KPD Records Management System and Computer Aided Dispatch – KPD recently 

installed its new Spillman Technologies, Inc. Records Management System (RMS) and 

Computer Aided Dispatch (CAD). Once the system is fully implemented, the new RMS and 

CAD system will increase officer and community safety by providing real-time, accurate 

information to officers in the field. Further, it will provide superior data sharing, complete 

integration for maximum data accuracy, and intelligence-led policing tools for informed 

decision making.  

 

o Affordable Housing – Located in the heart of Līhu‘e, the grand opening ceremony for 

Kanikoo Phase II was held earlier this year. This project provides a total of 90 affordable 

rental housing units for seniors and their caregivers. Koa‘e, a workforce housing project 

planned for the South Shore, will hold a groundbreaking ceremony this summer to 

commence infrastructure improvements for the 134 workforce housing units. The County 

continues to support the Kaua‘i Habitat for Humanity ‘Ele‘ele Iluna project, with Phase II 

now in progress. This project provides a total of 107 affordable homes for families in 

‘Ele‘ele. It is my intention to pursue additional affordable housing opportunities islandwide.  
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o Reducing Energy Consumption and Costs – The County has continued to lower its energy 

use each year for the past three fiscal years and we expect that trend will continue. This year, 

in partnership with Kaua‘i Island Utility Cooperative (KIUC), all of Kaua‘i’s streetlights 

were converted from high pressure sodium lights to energy-saving LED lights. This involved 

the retrofit of the County’s 2,900 streetlights and the State’s 582 streetlights, and is expected 

to reduce the County’s budgeted utility costs by approximately $400,000 annually. We are 

the first County in the state to retrofit all of our streetlights.  

 

o In-house Efforts – County departments continue to find ways to do more work in-house, 

which reduces time and effort to procure third-party services and ultimately reduces costs. 

The Public Works and Planning departments have teamed up to conduct the environmental 

work for the TIGER project in-house. The County Attorney’s Office has created an internal 

litigation team, reducing the need to hire Special Counsel. The Department of Human 

Resources staff now conducts personnel training. Finally, the Department of Parks and 

Recreation has acquired the necessary equipment to perform most tree-trimming work 

without needing to hire a third-party contractor. When not trimming trees, this same crew 

responds to critical maintenance needs for all County facilities.  

 

o Cultural Awareness and Stewardship – As our island grows and transforms, it’s important 

we do so in a way that respects and protects our host culture and sacred places. We are 

finalizing the Kaua‘i Nui Kuapapa moku project, which consists of posting moku, ahupua‘a 

and interpretive signs along our roadways and on County property to help promote Kaua‘i’s 

history. It will also include an educational element which will be promoted within our school 

system and online. This project was a partnership with community-based organization Na 

Hoku Welo. Stewardship agreements with various community groups are also helping us to 

restore and protect various heiau islandwide. Finally, the 75-acre Kīlauea Community 

Agricultural Park is now in operation. Through the County’s support, the community is now 

able to manage its own agricultural opportunities with the park serving as a model for other 

communities across the island to follow.  

 

o ‘AA’ Fitch Rating – In February, Fitch Ratings upgraded the County’s outstanding bond and 

Issuer Default Rating (IDR) from ‘AA-’ to ‘AA,’ based on the County’s recent spending 

practices and continued strong revenue performance. The report boasts the County’s ability 

to produce balanced budgets in recent years and stabilize its reserve. The Fitch evaluation 

reiterates that the County’s ability to control personnel expenditures is somewhat limited by 

multi-jurisdictional negotiation of contracts and relatively strong labor protections. Further, 

inflexible costs such as debt service and retiree benefits are expected to increase, and the 

County must maintain its ability to respond to this and other economic challenges. This 

rating is sensitive to the County’s financial flexibility in the face of ongoing increases and 

further confirms the need for the County to maintain adequate reserves to address possible 

recession, natural disaster, or other shocks to our revenue base.  
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Transforming Government  
 

Creating a structurally sound budget requires the County to transform the way we do business - both 

inside and out - to help us maximize our limited resources to meet the needs of the people. We 

continue to work toward transforming our government, both internally and externally. 

 

 Internal: Re-engineering our internal process and policies 
  

o Office of the County Attorney – The County Attorney’s Office continues to focus on 

preventative measures to help reduce the County’s legal costs. The Advice & Counsel Unit 

has drafted contract templates to standardize county-wide contracting between all 

departments that incorporate legal procurement procedures. In tandem with that initiative, the 

department has conducted training on the contract drafting processes. The Litigation Unit 

manages the majority of the new litigation filed against the County, reducing reliance on 

special counsel. The department is committed to utilize technology to improve case 

management and will continue forward progress on creating county-wide standardization and 

training initiatives.  

 

o Green Box – The Green Box initiative has transitioned employees from the Department of 

Public Works Building Maintenance and Custodial sections to the Parks and Recreation 

Department, where they are now part of a new division that is responsible for building 

maintenance of all County facilities. This transformation allows us to reevaluate how we 

respond to our repair and maintenance needs, and will ultimately reduce the amount of time 

to process and respond to such requests.  

 

o Expansion of Electronic Procurement and Paperless Initiatives – Following the 

successful implementation of electronic procurement for construction contracts, the Division 

of Purchasing launched its second phase of electronic procurement for Goods and Services, 

allowing for complete electronic and paperless application of procurement solicitations for 

goods and services projects. This has created a significant increase in division efficiency and 

effectiveness, while reducing time and cost to the goods and services community. All 

information is immediately available online to departmental personnel and members of the 

public, thus achieving the required transparency, as set forth by the procurement code. 

 

o Reallocating Resources – Through the efforts of the Vacancy Review Committee (VRC), 

reevaluating and reallocating our personnel resources has allowed us to maintain our position 

count without requesting any new positions in this budget. By re-describing a vacant 

Groundskeeper position and reallocating Beautification resources, additional janitorial 

services for KPD and the Transportation Agency – facilities that operated 365 days a year – 

will be realized. We are pleased to announce that we will soon be introducing a Hanalei 

Community Center. By previously dollar funding a Recreation Worker position, creating a 

new position was not necessary to provide coverage for this facility. Likewise, although the 

VRC previously dollar funded a Parks Permit Clerk, the needs were reassessed after one 

year, and based on community demands, the position has been re-established in this 

budget. The Public Works Auto Shop has two positions (Repair Shop Supervisor and Body 
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and Fender Repairer) that have been reallocated to Heavy Vehicle Construction Equipment 

Mechanics to provide additional resources for timely repairs to our equipment. The Kaua‘i 

Fire Department has also re-described a Fire Fighter I position to an Assistant Fire Chief of 

Operations to plan, direct, coordinate, and have overall responsibility of the 24-hour 

firefighting and search and rescue operations. 

 

 External: Transforming the way we serve the public 
 

o General Plan Update – As our population continues to grow, we must be mindful of the 

need to grow and develop Kaua‘i responsibly. The Kaua‘i General Plan Updates lays the 

foundation to plan and invest in our future, while keeping our core values intact. Growth is a 

challenging and complex issue and the general plan update process seeks to hear from all 

citizens on how to balance the community’s needs in a way that is fair and equitable. From 

housing, to zoning, and traffic impacts, the General Plan Update sets a roadmap for the 

county to invest in the right type of growth for our island and future generations.  

 
o Līhu‘e Revitalization – Many look at the TIGER grant as a transportation project for Rice 

Street and Lihue, but beyond that, the TIGER grant is a strategic infrastructure investment to 

redevelop and revitalize our Līhu‘e town core. We are building an urban core that is fertile 

for small businesses and young entrepreneurs to prosper, but maintains the historical 

significance that makes it unique. Beyond the recent adoption of the new zoning ordinances 

that further build opportunities for small business and allow for mixed use development, the 

Planning Department is innovatively building momentum toward economic revitalization by 

creating a common visual identity for this area. We partnered with nationally recognized, 

Kaua‘i-born graphic designer Kurt Ozaki and the Līhu‘e business community to create a 

visual brand using sugarcane to help consumers identify with the street’s distinct plantation 

history. This brand will be integrated with parking and wayfinding treatments planned as part 

of the TIGER investment furthering a unique sense of place. The new Rice Street logo was 

unveiled to Līhu‘e businesses in January and was met with an enthusiastic response. This 

unveiling builds upon the continued partnership between the business community and the 

County to foster greater economic activity in this historically significant business district.  

 

o Transforming Facilities – In addition to evaluating how it maintains its facilities, the Parks 

Department is working toward transforming its facilities to better serve the users. The 

Hanapēpē Stadium improvements were completed last year, replacing old wooden bleachers 

with new aluminum bleachers. Concrete walkways, a new announcer’s booth, and new 

football and baseball scoreboards were also installed. The Vidinha Baseball Field has a 

bright, new look with its brand new lighting system, which allows for night games and makes 

it more inviting for our local teams to host statewide tournaments. Po‘ipū Beach Park will 

soon have remodeled pavilions, a new playground, and a renovated comfort station and 

showers on the park’s east end. The contract for this project is currently being awarded and 

construction is expected to commence by the fall.  
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o Affordable Housing – At a time when housing costs continue to rise, creating opportunities 

for our local families to own a home here on Kaua‘i continues to be a shared priority for the 

administration, the County Council, the State Legislature, our federal partners and the 

community. The Housing Agency seeks to transform affordable housing opportunities with 

the Lima Ola master-planned community in ‘Ele‘ele. This 100 percent affordable housing 

project will provide 149 homes in its first phase and is projected to generate over $45 million 

in development/construction opportunities that will provide jobs to our residents. The units 

will contain green features, which will further lower costs while maintaining a sense of 

environmental stewardship. Other facilities, such as parks and playgrounds, will be built into 

the design of the master-planned community to promote healthy living by encouraging 

outdoor activity and social interaction. Lima Ola is the first of its kind in the state, where 

both private and public partnerships are being leveraged to deliver affordable housing units 

to our community. Last year, the Council unanimously approved the Housing Agency’s 

ability to proceed with the state’s 201H process, which allows the County to request 

expedited land entitlement from the State. This is the first time a 100 percent affordable 

housing project has gone through the 201H process. This year, we will be seeking a $6 

million bond to start infrastructure improvements for Phase I of this project, and will 

continue to seek the support of the Council and the State as we work together to make the 

vision of Lima Ola come to life and provide affordable housing opportunities to our local 

families.  

 

 

Summary of FY18 Expenses 
 

% of % of FY 2018 vs  FY 2017

FY 2017 Total FY 2018 Total $ + / - % + / -

Salaries & Related 124,296,620 65.5% 132,618,319 65.0% 8,321,699 6.3%

Utilities 6,151,566 3.2% 5,736,582 2.8% -414,984 -7.2%

Operations 48,265,422 25.4% 53,019,183 26.0% 4,753,761 9.0%

Self Insurance 250,000 0.1% 250,000 0.1% 0 0.0%

Reserve 250,000 0.1% 690,000 0.3% 440,000 63.8%

Open Space 595,747 0.3% 644,159 0.3% 48,412 7.5%

Debt Service 9,923,730 5.2% 11,216,992 5.5% 1,293,262 11.5%

189,733,085 100.0% 204,175,235 100.0% 14,442,150 7.1%

 
 

 

The total operating budget increased $14.4 million or 7.1 percent over FY17. This increase is due to 

the following: 

 

 Salaries & Related Expenses: Increases in salaries and related expenses can be attributed to the 

anticipated significant increase in the Employee Retirement System (ERS) contribution 

requirements announced earlier this year, ERS anti-spiking costs, and anticipated collective 

bargaining contract awards. Negotiated labor increases for all collective bargaining units are 

expected to impact the FY18 budget and beyond.   
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 Bus Service: With the reduction of carryover Transportation grants used to partially cover our 

Kaua'i Bus operations in past years, operating expenses increased $485,000. 

 

 Establishment of Minimum Reserve: To meet a reserve policy of 30 percent, contributions to 

our reserve increased by $440,000 over the prior fiscal year. The amount held in reserve is 30 

percent of FY16 General Fund revenue, or $42 million.  

 

 Debt Service: The essential Capital Improvement Projects (CIP) that must be addressed, for 

which the County does not have the current resources to accomplish, require the County to seek 

long-term financing in the form of a new $23 million bond issue. The related debt service of $1.4 

million is thus budgeted for FY18. These projects include but are not limited to: the Kapa‘a 

police substation; Lima Ola affordable housing development; ‘Aliomanu Road repair; 

Convention Hall renovations; and Kalāheo Gym repairs. 

 

 Critical Needs: In listening to the concerns from both our staff and our community, we have 

identified the following critical needs that will be addressed in the coming fiscal year.   

 

o Road Repairs & Repaving: The County maintains 300 miles of roadway, which has a 

deferred maintenance cost of approximately $126 million. Through the one-time use of 

accumulated Highway’s funds, along with General fund monies, a concerted effort is being 

made to address our deteriorating road conditions. We have budgeted $6 million this year, 

representing the majority of the increase in our operations budget line, to address the most 

essential road repairs identified across the island. This amount is more than twice the amount 

budgeted in the previous year. While this funding level is not sustainable through our current 

revenue streams, we are hopeful it will provide targeted relief to the most critical areas of 

need.  

 

o Unpaved Beach Parks & Parks Parking Lots: Kaua‘i’s beaches and beach parks are a 

popular destination for both residents and visitors alike, making them subject to a high 

volume of traffic. Due to their close proximity to the coastal area, the parking lots in these 

areas are generally unpaved as a condition of the Coastal Zone Management (CZM) Act, 

which recommends the use of crushed coral as the preferred method of repair and 

maintenance. In response to growing demand, the County will be dedicating $600,000 to 

adequately grade our unpaved beach parks and parks parking lots.   
 

o Vehicle & Heavy Equipment Replacement: To ensure that departments are properly 

equipped to perform essential functions in a timely manner, the County is investing in the 

replacement of vehicles and heavy equipment. The County will replace a total of 26 vehicles 

valued at $1.1 million, and 17 heavy equipment units valued at $3.6 million. We intend to 

leverage lease financing to support these purchases at a total cost of $1 million this fiscal 

year.  
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Future Expenses 
 

While not involving operating or debt expenditures in FY18, it would be irresponsible not to discuss 

the following critical projects, which will be addressed in the upcoming fiscal year using the State 

Revolving Fund (SRF): Kekaha Landfill Cell II Design & Construction; Ma‘alo Landfill Design; 

Refuse Transfer Station improvements; and Kohea Loa wastewater upgrades. The debt service for 

these current-year projects will commence in FY19.  

 

 

FY18 Capital Improvement Projects 
 

The proposed capital budget for FY18 totals $14,320,668, which is broken down as follows: 

 

Bikeway Fund  $          52,673  

Bond Fund  $     8,358,278  

Development Fund  $          89,568  

General Fund  $     2,336,692  

Highway Fund  $     1,660,556  

Sewer Trust Fund  $          82,341  

Special Trust Fund for Parks & Playgrounds  $     1,740,560  

TOTAL ALL FUNDS  $   14,320,668  

 

We continue with our CIP strategy of examining each project to determine the extent to which it is 

likely to move in the next 18 months in the planning, design or construction phase.  The following 

chart illustrates our success over the past several years in spending down CIP monies: 
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Some of the highlights of the CIP program for the current fiscal year are noted below: 

 

 Completed FY17 CIP Projects: 
 

-          Kekaha Landfill Gas Collection and  

Control System (GCCS)   $4.17 million (SRF) 

-          Puhi Road Construction    $3.69 million (20% County/80% FHWA) 

-          Hanapēpē Stadium Bleacher Replacement  $1.88 million 

-          Moana Kai Seawall Improvements   $1.6 million 

-          Pono Kai Seawall Improvements   $957,000 

-          Sheltered Bus Stop Improvements Phase II $840,000 

-          Kōloa Road Safety Improvements   $588,000 (10% County/90% FHWA) 

-          Wailana Bridge Pedestrian Walkway  $410,000 

-          Hanalei Baseyard Fuel Tanks   $229,000 

-          Kīlauea Gym Improvements    $224,000 

 

 

 In Progress: 
 

-          Līhu‘e Town Core Mobility and  

Revitalization (TIGER) Project $15.8 million (12% County/88% FHWA) 

-          Kapahi Bridge Replacement    $1.26 million (20% County/80% FHWA) 

-          General Plan Update    $870,000 

-          Hanalei Courthouse Renovation and  

ADA Improvements    $817,000 

-          Salt Pond Waste Water Improvements  $700,000 

-          Po‘ipū Beach Park Improvements, Phase II $666,000 

-          Līhu‘e Baseball Stadium Improvements  $482,000 

-          Waimea Pool Improvements    $450,000 

-          Puhi Road Phase II (Planning & Design) $192,000 

 

 Upcoming FY18: 
 

-          Pu‘uopae Bridge Replacement   $3.1 million (20% County/80% FHWA) 

-          Pua Nani Road Drain Repair   $500,000 

-          Kamalani Playground Resurfacing   $250,000 

-          Collector Road Improvements   $198,000 

 

 

Our legislative delegation has introduced this year the following CIP requests, which, if obtained, 

would assist in moving these projects toward completion: 
 

o Līhu‘e Affordable Housing Projects - $3 million 

o Bryan J. Baptiste Sports Complex - $2.5 million 

o Kalāheo Neighborhood Center & Gym Roof Replacement - $2.1 million 

o Waimea High School Baseball Field Improvements - $1 million 
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FY18 Revenues 
 

We simply cannot address the above-listed expenditures without an increase in our revenue stream. 

These revenue enhancements will ensure a sustainable budget, meet critical needs, and maintain the 

level of public services that our community expects.  

 
The FY18 budget reflects an increase in revenues of $10.7 million or 5.9 percent over FY17. It is 

important to note that a $6.1 million or 5.1 percent increase in Real Property tax revenues was 

attributed to new construction, market conditions, and 953 additional parcels. The average property 

valuations in the Vacation Rental and Hotel & Resort classes increased 4.14 percent and 3.37 

percent, respectively, while the Homestead and Residential class remained relatively flat with an 

average property valuation increase of 1.11 percent and 0.48 percent, respectively. All other property 

classes experienced an average valuation decrease between 1.85 percent and 3.96 percent.   

 

Notwithstanding the $6.1 million increase in Real Property tax revenues, a tax increase is necessary 

to achieve solvency and address the most critical road and maintenance repairs, as has been strongly 

conveyed by the community. As such, we are proposing a $0.19 across-the-board increase in Real 

Property tax rates which will generate an additional $3.6 million in revenue. Assuming this $0.19 

increase is adopted, the Real Property tax revenue is expected to increase 8.1 percent over FY17.   

 

I maintain that counties should be provided our fair share of Transient Accommodations Tax (TAT) 

revenues, which support critical needs such as parks and public safety operations, including police, 

fire and emergency management services. These services consume the majority of our operating 

budget in the general fund. At the same time, we acknowledge that the County should consider 

diversification of our revenue base to mitigate risks to overall revenues and to provide a dedicated 

funding source to our road maintenance and repair program that needs more attention, as well as 

transit-related needs.  

 

Other changes to revenues are listed as follows: 

 

 Highway Fund – Increased $425,000, primarily due to increased fuel tax revenue based on 

consumption, historical vehicle weight tax, offset by decreasing Public Franchise revenues due to 

lower gross revenue expected by our utility coop. 

 

 Solid Waste Fund – Increased $1 million based on historical landfill tipping fees.  

 

 

Conclusion 
 

It is an ongoing challenge for the County to ensure continued delivery of desired services using 

limited financial resources. Salaries, wages and other benefits account for 83 percent of our general 

fund expenditures. Reality is such that the cost of government continues to grow as a result of 

collective bargaining and the rising cost of doing business. In addition, the need to fund past 

obligations has significantly burdened current budgets.  
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At the same time, we must also address the critical needs of our community, such as road repairs and 

park maintenance. In order to address these essential needs, maintain a structurally balanced budget, 

and provide the service delivery that the public has become accustomed to, an increase in taxes is 

unavoidable. 

 

That being said, we are not simply relying on tax increases to achieve financial sustainability. We 

have already committed to reevaluating and reallocating our personnel resources and therefore, no 

new positions have been requested in this budget submittal. Further, I am implementing a six-month 

moratorium on filling new vacancies effective July 1. After the passage of six months, the Vacancy 

Review Committee (VRC) is charged to conduct a comprehensive review of these vacant positions 

and provide a recommendation as to the proper disposition of these positions. In addition, the VRC 

will review the Comprehensive Annual Financial Report (CAFR) in January of 2018 and also take 

into consideration the actual fiscal state of the County, and review any financial impacts to our 

budget that are yet to be determined, such as economic changes, legislative actions, etc. 

 

The establishment of the 30 percent minimum reserve puts the County in a much stronger financial 

situation, however, the absence of a diversified revenue stream continues to place us at risk should 

we experience unexpected litigation, natural disaster, or severe economic downturn.  

 

As in the previous legislative session, we anticipate that the County will be afforded the opportunity 

to levy a General Excise Tax (GET) in large part to address the $126 million backlog in road 

repaving and repair, as well as transit-related needs. While we have identified $6 million in road 

repaving needs in this budget, we do not have the financial resources to continue to address the 

critical backlog without establishing a dedicated funding source, such as GET.  

 

As in the prior fiscal year, we again appeal to the Council to support a GET surcharge, if afforded to 

us by the State Legislature to responsibly address these critical needs. Unlike the current excise tax, 

which is solely realized by the State, this added surcharge will be fully allocated to the County. In 

addition, visitors will contribute roughly 30 to 35 percent of the total anticipated revenue.  

 

I understand and appreciate the difficult decisions that lie ahead as we seek to provide a financial 

outlook for our County that is better than it was the day we each took office. I look forward to our 

continued partnership as we work together to support the needs of the people of Kaua‘i and Ni‘ihau 

for years to come.  
 

 

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 




