
not increased in proportion to non-residential rates, the 
administration believes it would be unreasonable to increase 
hotel/resort and commercial rates while difficult times 
continue.

As to other tax revenue, the City is relying upon its full share 
of  the transient accommodations tax (TAT) and public service 
company tax entitled by law. However there is legislation 
pending at the state capitol that would cap the TAT. Each 
dollar from these taxes is crucial to balancing the 2012 
budget. A multi-year increase in the fuel tax is also proposed, 
with a one cent per gallon increase included in the 2012 
budget. The fuel tax has not been increased for 22 years 
since 1989. The change is proposed to provide adequate 
highway funds for the increasing costs of  maintaining and 
rehabilitating City-owned roads. 

User Fees

The 2012 budget proposes increases to certain user 
fees. Consistent with City Council Resolution 06-222, the 
administration agrees that user fees should be implemented 

ADMINISTRATION BUDGET PROPOSAL 
PENDING CITY COUNCIL APPROVAL
In March, Mayor Peter Carlisle submitted to the City Council 
the Fiscal Year 2012 (FY 2012) Operating and Capital Budgets 
for the City and County of  Honolulu. His budget incorporates 
a balanced approach to “addressing local government needs 
under tough financial circumstances.” With the Asia Pacific 
Economic Cooperation (APEC) conference in November, 
Honolulu will showcase the island to the global community 
which will positively impact the local economy for years to 
come. But the project comes with unintended and costly 
expenses.

The administration’s fiscal year 2012 operating budget for 
all funds is $1 .932 billion, a 6.2% increase over 2011 which 
is primarily due to APEC-related and non-discretionary costs 
such as rising debt service, increased employee retirement 
and health care obligations, increased energy costs and 
previously negotiated pay increases for bus employees. 

The budgeted costs for APEC over two fiscal years (2011 
and 2012) total $44 million, of  which $30 million is in 
2012 alone. These costs are included primarily within 
the police, fire, emergency management and emergency 
services departments. Debt service is rapidly increasing and 
comprises 19% of  the total operating budget for 2012. Over 
the past 7 years, it has increased 74%, from $193 million 
dollars in 2004 to $335 million dollars in 2011. 

Employee retirement and health benefit payments, currently 
at $97 million and $110 million, respectively, are projected 
to skyrocket over the next several years with no relief  in 
sight. The 2012 budget includes more than $40 million of  
additional health fund reserve monies. Through continued 
lean budgeting policies, hiring freezes and cost savings, the 
City has been able to partially offset the total APEC-related 
and non-discretionary costs factored into the 2012 budget. 
The net increase from 2011 to 2012 is $114 million.

Tax Revenues

The 2012 operating budget relies on slightly less current-
year real property tax revenues compared to 2011. In 
October 2010, after splitting residential property classes into 
homeowners and non-homeowners, the City Council collapsed 
the two classes back into one. The recombined residential rate 
in 2012 is proposed at $3.50 or midway between the previous 
year’s split rates of  $3.42 and $3.58, respectively. Depending 
on current year valuations, this is expected to result in nominal 
fluctuations in the tax for individual taxpayers, but as a whole, 
the property tax revenue collected from the City and County 
will decrease slightly from the previous year.

The rates for all other real property classes have not changed 
from the 2011 rates. In the same way that the residential 
split rates were collapsed into a revenue neutral rate but 
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City Council Hearing Schedule

Wednesday, May 11
9:00 a.m.	 City Council – Morning Session
2:00 p.m.	 City Council – Afternoon Session

Monday, May 23
9:00 a.m.	 Safety, Economic Development and 

Government Affairs Committee
	 Chair: Tulsi Gabbard Tamayo
10:30 a.m.	 Public Works and Sustainability Committee
	 Chair: Stanley Chang
1:00 p.m.	 Executive Matters and Legal Affairs Committee
	 Chair: Romy Cachola

Tuesday, May 24
9:00 a.m.	 Zoning Committee
	 Chair: Ikaika Anderson 
10:30 a.m.	 Parks and Human Services Committee

Chair: Tom Berg 
1:00 p.m.	 Planning Committee
	 Chair: Ann Kobayashi

Wednesday, May 25
9:00 a.m.	 Budget Committee
	 Chair: Ernest Y. Martin 
1:00 p.m.	 Transportation and Transit Planning Committee
	 Chair: Breene Harimoto

Furlough Days: Fridays—May 13 & May 20
City Holiday: Monday—May 30



in a fair and equitable manner and that fees should pay 
for services rendered. Impacted user fees include but are 
not limited to golf  course, driver’s license, zoo admission, 
auditorium rental and City employee parking fees. On 
December 17, 2010, the federal court approved the global 
consent decree that sets out a plan of  systematic improvements 
to the City’s wastewater system over the next 25 to 28 years. 
The plan protects the health and safety of  Oahu residents and 
avoids additional fines for non-compliance, but to execute the 
plan, sewer fee increases must be implemented, including a 
four percent increase in 2012.

Labor Savings

The implementation of  the furlough program has impacted 
City services for the companies and individuals doing 
business with the City. The goal of  this administration is to 
end furloughs and apply across the board labor savings to all 
City employees in all public labor unions. According to the 
administration, the path to long term fiscal stability requires 
shared sacrifice, and the 2012 operating budget reflects an 
understanding that labor savings must be borne by all City 
employees. Accordingly, the budget assumes labor savings 
at a five percent minimum, subject to collective bargaining.

CAPITAL BUDGET
Investing in major infrastructure to stimulate jobs and 
the economy will improve the quality of  life for Honolulu 
residents right now and in the future. However, this priority 
must be balanced against the future cost. The proposed 
capital improvements program (CIP) for fiscal year 2012 
represents a 34 percent decrease from 2011, or more than a 
third. Of  significant importance is that the portion of  the CIP 
representing new general and highway projects to be funded 
with debt financing is only $127 million, down from a six-
year average of  $240 million. This is a 47 percent decrease 
from the six-year average, and 62 percent less than the 
$283 million budgeted in FY 2011. The 2012 CIP focuses on 
projects that are mandated, required, or essential to upgrade 
or maintain existing facilities. The emphasis is on wastewater 
collection and treatment systems, road rehabilitation and 
transportation, and public safety.

Summary of Capital Projects

•	 $316.6 million for wastewater facility improvements and 
solid waste projects, and other improvements to waste 
collection and disposal facilities, and sewage collection 
and disposal projects.

•	 $65.1 million for highway and street improvements 
which include rehabilitation of  streets, highway structure 
improvements and bridge rehabilitation, as well as 
drainage, lighting and bicycle projects.
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•	 $38.2 million for public safety projects, including the 
Waianae Police Station replacement, police and fire 
department equipment acquisitions, rock slide inspection 
and mitigation, improvements to police and fire facilities, 
and traffic, flood control and other protection projects.

•	 $33.7 million for general government projects 
which include energy conservation improvements, a 
telecommunications facility upgrade and public building 
facilities improvements.

•	 $31.4 million for utilities or other enterprises projects, 
which include the Bus and Handi-Van Acquisition program 
and the Alapai Transportation Management Center.

•	 $28.8 million for various cultural and recreational projects.

•	 $12.2 million for human services and other projects.


