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To : All Democratic Members, House of Representatives 
From: Elmer F. Cravalho, Speaker

Enclosed are copies of letters for your information, 
which are self-explanatory:

1. Letter dated November 20th from Republican 
members of Maui Select Committee of the House 
to Speaker.

2. Letter dated December 4th from the Speaker in 
reply to aforesaid letter. (According to the 
Speaker, this letter has already appeared in 
the "Maui News" on his release.)

3. ’’Budgeted Expenditures” and "Statement of 
Estimated Financial Condition to Period Ending 
February 20, 1962”.

These materials are being distributed at the request 
of the Speaker of the House through the good offices of the 
Sergeant at Arms, House of Representatives.

HYM
Ju

December 6, W



November 20,11961

Hon. Elmer F. Cravalho
Speaker of the House of Representatives
Kula, Maui

Re: Haul Select Committee Investigation
Dear Mr. Speaker:

We, the undersigned members of the above referenced 
Committee have become Increasingly disturbed over the ap­
parent lack of desire by the House leadership to continue 
the Maui.,Select Committee’s investigation as originally 
planned and as outlined in H. R. No. 45 H. D. 2.

As you are aware, this resolution calls for a full 
and complete report on various irregularities in the use 
of State funds and possible misintepretatlon of State 
laws by the government of Maul County. The committee is 
further charged with recommending legislation to correct 
any deficiencies in intent or interpretation of laws ap­
plicable to irregularities turned up in the investigation.

To date, the committee has covered but one area of its 
investigation - that relating to the Wailuku Memorial Gym 
fiasco. It has made only a preliminary report to the House. 
It was our understanding that the Committee would become 
??^ye ^n ^e early fall following some preliminary inves­
tigative work by the staff. It is now the end of November 
and no action has been taken although we understand Rep. 
Keen is desirous of proceeding.

The committee’s report (Sei. Comm. Rep. No. 17) 
adopted by the House concludes with these statements:

’’Time and staff limitations, as well as the pressure 
of legislative duties, have not allowed your Commit­
tee to continue this investigation at this time. 
However, your Committee will continue its work in 
the Immediate future.

At the conclusion of its further Investigations, 
your Committee will render a full and complete report 
on the administration of the affairs of Maui County 
and the expenditure of public funds therein.”
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was the committee’s understanding and we believe 
that of the House, that funds were available to carry 
out the duties of the committee on Maui. We are now in­
formed by the Chairman that somehow the lack of action 
is based on a paucity of funds. We find this rather in­
credible .

The committee at no time to date has engaged in 
partisan squabbles and has attempted to do an objective 
Job, but if for any reason the Job itself is frustrated, 
we will have no choice but to inform the public of the 
decision of the Democratic leadership.

It is therefore respectfully requested that imme­
diate action be taken by yourself and the House 
leadership to carry out the duties set forth in HR 45 
HD 2.

May we hear from you at your earliest convenience.
Respectfully,

Fred W. hohlfing, Representative 
17th District

3osepH“T^^
Representative, 8th District

Borothy bevereux, Representative 
15th District



ral tenor of your cc imunicatlon, indicates 
F

.nexbers of th® committee, and the reaching of faulty

you a dataller reply* n spite of your atatruant you 
consider the fact that the louse la financially tight 
"incredible*, I am enclosing a Financial Stat assent 
of the House of Representatives, as of November 1, 
19*31 r the latest monthly report which I received# and 
I shall make reference to it at several points ale 
the way. As you know, the anticipated length of the 
session was increased by approximately JO per cent* 
through the extensions granted. As you additionally 
know, there are certain fixed costs over which wo have 
no control, the most outstanding one being the per 
diem allowances* A quick reference to the attached 
report will indicate that this item alone, increased 
over thirty per cent over.our budgeted amount® (JO* 
due to the session extension, and the remainder cover­

. ing allowances made to House members who represented
the House at conferences outside of the State®) lever* 
theless, It is worth pointing out to you that in those 
areas where direct controls could be exercised, severe 
economies were effected* An outstanding example of 
the curtailment of expenditure was in the area of per­
sonal services, where though thesession length was in­
creased by 30 per cent, the total amount scent for 
personal services -exceeded the budgeted amount bv 

co-operation of all parties concemod, majority, 
minority, staff, and all other employees® Thio ex­
pense item included the post-session work need for 
the clean-up and the printing and binding of the acts®





’T<s j nv ©rone®

I now w he Committee.
I believe that the -icor ! < esr y i d force ul y 1m l^v 
that its work has
Uo Leader
leadership to see that

• . care was ex work, and
this foresight on the part of the leader Irmed

- by the careful objective work of so In its :
project® All of us, I am sure, felt that the care which had 
gone Into making up the composition of the Committee war 
paying off®

But all of the future work which has been expected has, by 
the ill-considered contents of your letter, been dealt a 
death blow. You, for the first time, artisan
positions Into the picture. Ard your implied indictment of 
the Democratic Leadership of tie Eouse, inthe light of whas 
the facts are, are particularly reprehensible* In addition, 
your statements relative to ”,0„informing the public of the 
decision of the
low form of political blackwail which I reject is its entirety®

I am greatly disappointed that you have all al loved yo iraelvcs 
to participate 1 ction of a p .
the important Work of the Select Com itteo, fox by ;? r action,

selves from participating in any -further -/or* oi t * 
mittee; 2 ' the prin-

have disregarded the faith and trust which Iras been placed 
In you by the entire House of s resentativea: |) you have 
rendered a grave injustice to the Chairman and other members 
of the Select Committee in their difficult task; and most 
Important of all* you have sewn the seeds of dissension and 
politics in thia matter, which cannot help but prevent a 
thoughtful, deliberative continuation of the Select Commi­
ttee* work* And though, you mor® than likely will attempt 
to shift the responsibility for this unfortunate develop­
ment, as your letter indicated you will do, this responsi­
bility is yours and yours alone*

As you kroj, I have always been gravely concerned over the
K pfosslbie lack' of morality and idealism nt, and

I have been profoundly grateful for the standards which we
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Length ef Session 8l* days (calendar) 10? -(War)

Pay of office employees 11*22,71*4.28 *>457,708.66 •-Wli,^.}*

other Personal Services 1,100.00 - 1,100.09

••* «•■ 15M8O.OO 206,955.00 - 51,975.00

I"*”"* . 15.980.1,0 7.5U.59 ♦ 8,1*52.81

Stationery a Suppllee 50,000.00 55,1*17.29 ♦ 11*,582.71

Custodial aupellea 2,108.52 57U.15 ♦ l,55k.l,

CeasMnleatlens • 18,000.00 15,057.89 ♦ 2,962.11
•■^•Ma . ' 159.00 - 159.00

Transportation (things shipped) 12.51 - 12.51

B«*U1« 15,000.00 15,1*86.62 ♦ 1,515.58
- • 259.61Repairs - equip * bldgs. 10,000.00 1,02 5.1, ♦ 8,717.1*0

Special fc Miseellanous 20,000.00 7,282.1? *12,717.85

qulpnent k furniture 15,000.00 5,502.05 ♦ 9,697.95

Printing a Binding 1,200.00 60.05 ♦ 1,H%97

Journal ’ 35,000.00

8790,000.00 ,751,878.5k
^ ««A2W 58,127.66
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THE
FIRST LEGISLATIVE 

STATE OF HAWAII
HONOLULU, HAWAII

HOUSE OF REPRESENTATIVES

Decolor 6, 1961

Honorable Elmer F. Cravalho
Speaker of the House of Representatives 
Kula, Maul, Hawaii
Dear Mr* Speaker: . •

Have received your reply to our letter of November 
relating to the continuation of th© work of the Maui Select Cecities. ~

_ V?Vvc^^ your reaction to our request
;;\3tiCi‘ continuation* We had every expectation and hope 
v*«d£ your^reply would indicate that you also are concerned 
S',?!'" Jp? v;-'?-$^^ of the Cecilites to carry out its re-* 
$po:.s:u?i?.x^k^ that you would provide information as 
co wj^n processings of the committee would resume.

. _ ^-l' cho so us to serve on the committee?
^j.iyrosss : epon us the gravity and importance of our task;
■-^ 2x youid cake tiro and that it must be continued 
•ivciiouu a/^^^^^ until the objective had. been ac« 
coinpixshsd. You informed us that we were’ requested to 
servo because you believed each of us had the ability to 

completely objective. The record will show that we 
nave xtLizw.ed our responsibility.

s^0^ indicated that our task had not been 
c^plexcd^ni ^$ chairman stated that the consaittee would 
•;Y?Y~'k-f ^*U‘ shortly after the close of the 1961 session. 
^..k^Y’^V^ i'11*: fePp^# the House membership recognised 
o^g^gkg^' ^^ *$ Ho allocated for the necessary committee

. . ^aon we hsara unoficially that the committee could not 
^/’V? '^ Ci k?*®* Hous« funds, we did then and do now 
Y?°. > “^‘^j not that funds are lacking immediately 
^m'-mm^m??3^'^ of a new session, but that funds ware juu ^pecixicolly allocated for the work of this committee 
itt?*® - ds.c3-s*on to spend moneys for the expenses of a 
..uaooK si: Etcmoers to attend mainland conferences.
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We have at all times worked harmoniously with the Com­
mittee chairman, whose leadership we respect* However, we 
(and presumably the chairman and other committee members) 
have been queried repeatedly by citizens of Maui, particularly, 
and others throughout the state, as to why the committee has 
failed to continue its investigation* In every instance we 
have tried to give assurance of your continued interest; that 
facts are being accumulated; and that we expect to continue 
at the earliest possible date* In recent weeks we have found 
it increasingly embarrassing to attempt to answer questions 
without a statement from you or other House loaders regarding 
year expectations from the committee.

It is difficult for us to understand how you can make 
the charges against us outlined on page 3 of your letter 
merely because we have requested action or an explanation 
for the inactivity of the committee. We cannot agree that 
there is any foundation for these charges, and hope that with 
^®c$lpt of this letter you will reconsider your statements, 
^c* have not, nor do we wish to inject partisan political con­
siderations Into this matter, for we believe the work of the 
committee to be of such a serious nature, and of such importance 
to the state, that there is no place for partisanship in its 
deliberations.

We, too,*have been gravely concerned over the possible 
lack of morality and idealism in government, and we, too, have 
been profoundly grateful for the standards which we have thus 
tar had in the House of Representatives, which you have so ably 
stated in your letter* It was for this reason, particularly, 
that we addressed our letter to you, and we regret that ob­
viously our intent was not clear to you.

Vie assure you of our desire for the continued cooperation 
'H^-V^^s^andin^ -which we have enjoyed in the past, and our 
willingness to continue as objective members of the Maui 
S^ct*Committee. Our major interest at this time is to 
cetormine if and when the Committee Mil continue toward 
completing its task.

Very sincerely.

MJ&^isJ2m§e®^DcrotnyDevereux, Representative 
15th District
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fi»«» 
17th District

<&4JewlMiSs«^^ 
Joseph 1. Dwight, 
Representative, 8th District



(To be made one and eight copB)

FIRST LEGISLATURE, 196-2
STATE OF HAWAII

AMENDING CHAPTER 9, PART 2, REVISED LAWS OF HAWAII 1955, AS 
AMENDED, RELATING TO PUBLIC WORKS AND CONTRACTS.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII:

i Section i. Amend Section 9-21 by changing the amount ”$4,000“ to

2 $2,000". ’ '

Section 2. Amend Section 9“22 by changing the amount “$15,000”

4 to "$5,000". . .• .

5 Section 3. Amend Section 9-23 to read:

* "Section 9“23. Preference for American products. All

7 expenditures of public money for any public works or in the

8 purchase of materials or supplies, preference shall be given

to American products, materials and supplies provided that,

10 n^ American products, materials and supplies of cheaper and

ii suitable quality may be purchased".

12 Section 4. Amend the last sentence of Section 9-26 to read: 

^e officer calling for bids may reject any or all

14 bids and waive any defects, when in his opinion such

15 rejection or waiver will be for the best interest of the

16 public provided that, If there is no rejection or waiver

17 within five days after such bids are opened, the bid shall

18 be warded to the lowest, responsible bidder within ten

calendar days from the day such bids were opened".

Capital letters indicate new material to be added to existing statute. 
Dashes through words indicate deletion from existing statute.

J 811L fl 8 18 18\
- - \ 1461
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Section 5. Amend the last sentence of Section 9-31 to read: 

"Such bond shall also by its terms inure to the benefit 

of any and all persons entitled to file claims for labor 

performed, whether directly from the bidder or indirectly 

from sub-contractors performing work for the bidder, or 

materials furnished in the work so as to give them a right 

of action as contemplated by section 193-20."

Section 6. Amend Section 9-44 to read:

"Section 9’44. Penalty. Any person of the state, 

including officers of the state or county governments, who 

attempts to violate any provision of Section’s 9-37 to 9-43 

shall be fined not more than $10,000 or Imprisoned not more 

than 5 years, or both".

Section 7. This Act shall take effect upon its approval.Section

INTRODUCED

APR 5 1961

25

J. V. 1461



SELECT COM. REP. No.

Honolulu, Hawaii 
^7 , 1961

a

RE: H. R. No. 45
H. D. 2

Honorable Elmer F. Cravalho
Speaker of the House
First Legislature
General Session, 1961
State of Hawaii

Sir:

Your Select Committee on House Resolution No. 45, 
H. D. 2, relating to the investigation of alleged violations 
concerning the expenditure of public funds by public officials 
of the County of Maui and the City and County of Honolulu, begs 
leave to report as follows:

The Resolution charges this Committee with^investigating 
the procedures for the expenditure of public funds, and^conflicts 
and irregularities that may have occured or are likely to re­
occur in the course.of the expenditure of public funds in the 
County of Maui, and^to determine whether there is a need for 
corrective legislation. Your Committee is also charged with 
making a preliminary report before the end of the current 
session, and this is only such a preliminary report.

In accordance with the direction of the Resolution, 
your Committee conducted hearings on the following dates in the 
Chambers of the Maui County Board of Supervisors, Wailuku, Maui: 
April 12, 13, 17, and 18, 1961.

Subpoenaed and testifying were the following witnesses: 
Maui County Chairman Eddie Tam; Maui County Supervisors Tom Tagawa, 
Richard Caldito, Harry Kobayashi, Soon Oak Lee, Goro Hokama, 
Lanny Morisaki, Toshio Ansai, and Marco Meyer; Maui County 
Attorney Harold Duponte; Maui County Engineer, Koichi Hamada; 
ILWU officials Tom Yagi, Regino Colotario and Tai Sung Yang;
Contractors Muneo Yamamoto, and Haruo Fujitomo, of F & M 
Contractors, Inc., and Mr. Ricky Yasui. Mr. Edwin Wasano, 
ILWU official, who, knowing a subpoena had been issued for him, 
voluntarily appeared and was directed by the chairman to testify.

Your Committee confined its investigation primarily 
to the problems of the opening of bids for the awarding of public 
works contracts. In this respect the major portion of the hear­
ings was devoted to investigating the reasons for the delay in 
the Wailuku War Memorial Convention-Hall Gymnasium project 
hereinafter referred to as the Wailuku Gym. References were
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also made to the Waiakamoi ana Kihei Water projects relative to 
postponement of bid openings on these projects. relative to

Although references were made in the hearings to
-he problems of civil service, influence of public officials bv 
pressure groups and irregularities and conflicts of interest 7 
among public officials, time limitations did not permit the 
Committee to probe deeper into these areas at this time.

The following order of chronological events is listed 
as background in the development of the eventual problems that 
have arisen in the Wailuku Gym project:

£M~^^ ..i§S2x the Maui County Engineer was 
instructed by the Board of Supervisors to work with the Countv 
rTalTLTL fO?hUlat/a P°PCy and submit recommendations in 
,h?a “ tO , I • th “Utter °f setting a uniform advertisement 
T! T calling for bids on all public works projects; (b) 
hikk'^yk^ setting a definite time for the closing of all 
kyy.yestkmony °f the Attorney and the Engineer indicates 
Tn/TT*/11^ n°^ contacted the Attorney and nothing has been 
done to date in this regard.

., . . On March 18, 1960, the Board passed Resolution No. 41
authorizing expenditures of $95,000 by the County Public Works 
PT^TT ±Or the Wailuku ^ site preparation/ included In 
S18S000 h?rizay°n were: grading, $29,000; road construction, 
HTT ’ ^t^ation system, $25,000; engineering services, 
/LT/ and architectural services, $27,000. Each of these 
amounts are in excess of the statutory limitations imposed on 
aSendltUreS °f public funds and except for the architectural 
and engineering services should have been expended only in 
accordance with the provisions of Chapter 9, R.L.H., 1955.

?n Oct°ker and November of 1960 advertisements for 
sealed tenders on the Wailuku Gym were made and the date for 
opening of the bids was set at December 2, 1960.

On November 18, 1960, a request was made by the Maui 
SS^f?^0278’ Aspociation to the Board to postpone the bid opening 
for the reason that the general contractors could not get ade- 
^uate quotations from sub-contractors at the time and postponement 
would be in the best interest of the County and its people. This 
message was referred to the Public Works Committee.

At the meeting of December 2, 1960, the Board approved 
the delay on the recommendation of the Public Works Committee 
(Committee Report No. 230). The new bid opening date was set 
at d^huary 20, 1961, with no further extension. The bids were 
opened on that date and were referred to the County Engineer,
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Attorney and the Chairman of the Public Works Committee for 
their inspection and recommendation.

On the evening of February 8, 1961, a meeting was 
held at the Hotel lao Needle, Wailuku, Maui, for the purpose 
of seeing whether the ILWU and F & M Contractors could resolve 
their differences and clear the air in the matter of the delay 
in the award of the Wailuku Gym contract. The meeting was 
arranged by Mr. Ricky Yasui, at the request of Mr. Haruo Fujitomo, 
who was of the belief that the ILWU was really seeking the delay 
in the contract. Representing the ILWU were Thomas Yagi, 
Edwin Wasano, and Tai Sung Yang. Haruo Fujitomo, Tadashi Fujitomo, 
and Seichi Tateyama represented F & M. Also present were 
John Murakami, assistant County Supervisor of Building Inspection, 
and Ricky Yasui. The latter two were observers and not directly 
concerned with the discussion at hand.

At this meeting one of the ILWU officials is purported 
to have made statements to the effect that: F & M should with­
draw its bid and the contract could be awarded to Thomas T. Tanaka, 
of Honolulu, since he was the second lowest bidder; if F & M did 
not withdraw its bid, charges of collusion would be brought 
'against Haruo Fujitomo by Muneo Yamamoto, which would bring 
about investigations that might expose County officials; and 
that this was a battle between the AFofL-CIO and the ILWU. 
Haruo Fujitomo also testified that the A F of L - C'I 0 officials 
in Honolulu were aware of this meeting and that he refused to 
agree to the ILWU’s request. The meeting ended with nothing 
concluded. ,

In a letter to the County Engineer dated February 13th, 
the County Attorney issued his report recommending acceptance 
of F & M as the lowest bidder on the Wailuku Gym project. The 
opinion also contained the caveat that the work could not be 
separated.

On or about February 16th, Tom Yagi, Edwin Wasano, 
Tai Sung Yang and Regino Colotario of the ILWU met with 
Supervisors Tom Tagawa, Harry Kobayashi, Soon Oak Lee, and 
Richard Caldito at the ILWU Hall on Lower Main Street in Wailuku. 
At this meeting the ILWU officials urged the Supervisors to 
award the contract to Tanaka rather than F & M Contractors, Inc. 
The rationale of this move was that Tanaka had submitted the 
lowest bid for the basic work. (However, on the overall project, 
including all of the alternate work, F & M Contractors’ bid was 
lowest.) It was proposed that the work on “Alternate 6", 
which was installation of the bleachers, could be eliminated 
for the purposes of awarding the contract to Tanaka, and the 
County could purchase the materials and perform the installation 
with County employees. According to the ILWU officials their 
only interest was a monetary savings to the people of Maui.

It is clear from the testimony that the Supervisors 
had unofficially been made aware of the County Attorney s opinion.
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the matter o/thekwTo/the contract°waTd • B°ard °f Supervisors, 
it had apparently not been LLTT T discussed. Although 
man Tom Tagawa, the matter wal u °n the agenda by Acting Chair-

confer with the cTX “ hls report in order to
matter. The request of‘thTT7• °n what he stated was a legal 
was dropped Ster T Ln9ineer was granted, and the matter 
MorisakiLent to cLlX ^^Lm^VIhiT?^

to F & M contractors, for tL reaSnThTTtTTThTl^bldder.

home aS agaiTTXTVTe^rd^  ̂ hiS

SnX^TStrTl Sated stat^de and
, . J xam stated hrs positionhis awareness of the nolit-i^i ion on the award,

meeting between the ILWU officials n scheduled
“embers on March 2, 1961, was not Seeded H^tTed/hat^ 
Muneo Yamamoto would file charro 7 scared thatHarun cnarges of collusion against

J^ Wlth the state Contractors Licensing Board and the charges would bring » Muensing Board andv wuuxa oring about the suspension of F & M’s license.

day the scheduled In ^^ ®arlY evening of this same
y me scheduled meeting was in fact held, with ILWU offiniaio

o1kTiL£“TTAaa^^^

F & M representatives at the Hotel lao Needle t/TT 9 th madA xao weeaie. Intimation wasthe RePublican members of the Board would agree 
the ILWU request for delay. Testimony of some of the B^rd 
members Present at that meeting indicated that no action to 
delay would be taken by the Board members unless a written 
be^TTa1011 ^ received informing them that the charges had 
ttT x Td against F & M« Thfs meeting was also held at the 
ILWU headquarters in Wailuku. e
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At the March 3, 1961, Board meeting a letter was 
received from Muneo Yamamoto advising the Board that he had 
filed charges with the Contractors Licensing Board charging 
Haruo Fujitomo with collusion in the bids for construction of 
Aloha Lanes Bowling Alley in Wailuku. Shortly after this, the 
Democratic members held a “caucus” in the Chairman’s office at 
which time Chairman Tam called Mr. Shaw of the Licensing Board 
inquiring whether he was in receipt of Mr. Yamamoto’s letter. 
Mr. Shaw’s answer was that the matter was referred to the 
Attorney General. Chairman Tam also called the Attorney General’s 
office and inquired whether that office was in receipt of the 
letter. Deputy Attorney General Yoshio Shigezawa replied that 
since the Licensing Board had not done anything yet he could not 
discuss the matter. In the call to Mr. Shaw, discussion was 
had as to the possibility of the County Board awarding the 
contract in the light of the charges. Mr. Shaw told Chairman 
Tam that it was the Board’s prerogative to do as it pleased 
in the matter of award; also, the investigation into the charges 
set forth by Mr. Yamamoto may take months or years to resolve. 
During this caucus Tom Yagi called Chairman Tam and indicated 
that Jack Hall would like to see a deferment. This was all 
made known to the members present at the caucus and a secret 
vote was taken in regard to the award, the tally was 4-3 in 
favor of awarding the contract to F & M. The Board reconvened 
and Supervisor Caldito moved to award. He was seconded by 
Tom Tagawa. Supervisor Hokama moved to defer and was seconded 
by Soon Oak Lee. After discussion, wherein the Republican 
members of the Board, together with the Democratic members, 
spoke in favor of the deferment, the motion carried 8 to 1 
with Chairman Tam dissenting.

The general consensus among those voting for deferment 
indicates a desire to “clear the air" before awarding the con­
tract, rather than jeopardize the project if the charges by 
Mr. Yamamoto proved to be true and F & M’s license were suspended. 
At the same time, however, the Board members are well aware 
that any successful bidder must submit a performance bond 
guaranteeing execution of the contract.

Hence, at the present time the Maui County Board is 
waiting for the Contractors’ Licensing Board and the Attorney 
General to complete their investigations and findings. It 
appears that no action will be taken until Mr. Yamamoto’s 
charges against Mr. Fujitomo are substantiatea or refuted.

The hearings held by your Committee, although 
restricted primarily to the matter of the award of the Wailuku 
Gym contract, have pointed out a number of areas in the statutes 
relating to the expenditure of public funds which appear to pose 
rather serious problems.
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The first problem relates to the apparent disregard 
of the limitation on expenditure of public funds, contained in 
Sections 9-21 and 9-22, Revised Laws of Hawaii 1955.

Although the two sections of the law are rather 
involved and somewhat ambiguous, it seems clear that, in the 
case of the site preparation work ror the Wailuku Gym, the 
expenditures were in violation thereof, as mentioned earlier 
herein.

The reasons given by the County Engineer for this 
apparently illegal expenditure were that the extent and character 
of the work could not be known beforehand, and the County’s 
workers had to be kept busy. It should be noted here, however, 
that the appropriations were based on what the Engineer called 
rough estimates. It seems obvious to your Committee that, 
once having estimated the expenditure to be in excess of the 
statutory limitation, the Engineer and the County were bound to 
follow the requirements as to advertisement and award of contracts 
While the members of the Board testified that they were unaware 
of the statutory limitation, a Committee of the Whole Report 
(No. 80) dated June 6, 1958, indicates that the matter had been 
brought to the Board’s attention.

Your Committee does not feel that the reasons given 
by the County Engineer justify the expenditure.

Another problem brought to light is the matter of 
postponement of the opening of bids and the delay in the award 
of the contract once F & M Contractors, Inc., had been determined 
to be the low bidder. This problem involves interpretation of 
Section 9-26 of the Revised Laws of Hawaii. The statute calls 
for the bids to be opened at the hour and place set forth in 
the advertisement.

According to the leading treatise on municipal 
corporations (10 McQuillin, Mun. Corq., 3rd ed., s. 29.70) 
such provisions are mandatory and lack of substantial compli­
ance will ordinarily invalidate a contract entered into in 
violation thereof. However, some court cases have held that 
such a provision is directory only and lack of compliance will 
not invalidate a contract award.

In the face of this conflict, your Committee is unable 
to state categorically that the postponement was legal or illegal 
or that anyone’s rights were or were not violated.

With respect also to the delay in the award of the 
contract, the statute states no time period, after the opening 
of bids, within which the contract must be awarded. A cursory 
check of other agencies involved in awarding contracts for
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Time and staff limitations/ as well as the pressure of legislative 
duties, have not allowed your Committee to continue this investi­
gation at thJs time. However, your Committee will continue its 
work in the immediate future•

At the conclusion of its further investigations, 
your Committee will render a full and complete report on the 
administration of the affairs of Maui County and the expenditure 
of public funds therein.

Respectfully submitted,

Walter M. Keen, Chairman

MAY 8 1961

Dorothy Lu Devereux I :

Q yoseph L. Dwight, Jr; .

Hiroshi Kato

Akira Sakima

James Y. Shigemura /

rreaeriCK w. Konjqrsin^



Monolulu# mwall 
May —♦ 1X1

Ml a. a. ito# 45
M* »• 2

SXUCT COM* RO. ^O*

ij^w^H Blaser F* Cravalho 
beaker of Uba Mousa
First legislature
General session# 1M1
state of Hawaii

sir*

Yotar Solod Cemalttaa Mouse f^eolutlon mo. 45.
B« 0* 2# relating? to the investigation of alleged violations 
concerning the expenditure of public funds by public officials

Countv Citv Honolulu, boos
leave to report as follow#

The Resolution c^tr^tes this committee with investigating 
the procedures for the wpei^lture of public funis# &,id conflicts 
and irregularities that any have scoured or are likely to re* 
occur in the course of the ^v. ^c*' ixuro of pw*llc funds in the 
county of UMI# and to determine Whether there la a need for 
corrective legislation* Wear COMsittes is also charged with 
siting a preliminary report before ten eno or toe current

In acccnrdanos direction Resolution.
your committee conducted hearings • the following dates in the 
Chesters of the Maui County Board of Supervisors* Wailuku* Hauls
April 12# 13# 17# and IS# im*

Sutraoenaed and testifying were the following witnesses# 
Maui county CXirenn saddle Wai Maui county Supervisors Ton Tagawa 
Richard caldlto# Harry Mobayushl# Bom oak lee# Goro Bahasa# 
benny Morisaki# Toshio Anssi# and mrco Meyeri Maui county 
Attorney Herold Duponts# Maul county engineer# Moichi Hanada? 
XXW officials Toe Yagi# Regina ©olotaria and Tai Sung Yang? 
extractors Muneo Yamoto# and Barua Fujitcm# of F a M 
extractors# lac.# and Mr* kicky Yasui* Mr* somm waaaM# 
IBM official# who# knowing a subpoena had .been issued for hie# 
voluntarily anoeared and was directed by th® clialrmn to testify*

YOur committee confined its investigation iwinarily 
to the problem of the opening of bids for the awarding of public 
works contracts* la this respect the «aja portion of the hear* 
Ings was devoted to investigating the reasons for the delay in 
tine Wailuku far ^ewrial <>j<nMu^lon*hall Syncsolun project 
hereinafter referred to as the Wailuku Gym* References were
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also made to the Waiakamoi and Kihei water projects relative to 
postponement of bid openings on these projects.

Although references were made in the hearings to 
the problems of civil service, influence of public officials by 
pressure groins and irregularities and conflicts of interest 
among public officials, time limitations did not permit the 
committee to probe deeper into these areas at this time.

The following order of chronological events is listed 
as background in the development of the eventual problems that 
have arisen in the Wailuku Gym projects

Xn December 1959, the Maui County Engineer was 
instructed by the Board of Supervisors to work with the County 
Attorney and formulate a policy and submit recommendations in 
regard to (a) the matter of setting a uniform advertisement 
whenever calling for bids on all public works projects! (b) 
the matter of setting a definite time for the closing of all 
bids. Testimony of the Attorney and the Engineer indicates 
the latter has not contacted the Attorney and nothing has been 
done to date in this regard.

cm March 18, 1960, the Board passed Resolution Ko. 41 
authorizing expenditures of $95,000 by the County Public Works 
Department for the Wailuku Gym site preparation. Included in 
this authorization wares grading, $29,000; road construction, 
$18,000; irrigation system, $25,000; engineering services, 
$5,000; and architectural services, $27,000. Each of these 
amounts are in excess of the statutory limitations imposed on 
expenditures of public funds and except for the architectural 
and engineering services should have been expended only in 
accordance with the provisions of Chapter 9, R.L.H., 1955.

Xn October and November of 1960 advertisements for 
sealed tenders on the Wailuku Gym were made and the date for 
opening of the bids was set at December 2, I960.

On November 18, 1960, a reguest was made by the Maul 
Contractors1 Association to the Board to postpone the bid opening 
for the reason that the general contractors could not get ade­
quate quotations from sub-contractors at the time and postponement 
would be in the best interest of the County and its people. This 
message was referred to the Public works Committee.

At the meeting of December 2, 1960, the Board approved 
the delay on the recommendation of the Public Works Committee 
(Committee Report No. 230). The new bid opening date was set 
at January 20, 1961, with no further extension. The bids were 
opened on that date and were referred to the County Engineer,
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Attorney and the Chairman of the Public works Committee for 
their inspection and recommendation*

On the evening of February 8, 1961# a meeting was 
held at the Hotel lao Needle# Wailuku# Maui, for the purpose 
of seeing whether the ILWU and F & M Contractors could resolve 
their differences and clear the air in the matter of the delay 
in the award of the Wailuku Gym contract* The meeting was 
arranged by Mr. Ricky Yasui, at the request of Mr. Haruo Fujitomo, 
who was of the belief that the IWU was really seeking the delay 
in the contract. Representing the IW were Thomas Yagi, 
Stein wasano, and Tai Sung Yang. Haruo Fu jit emo# Tadashi Fujitomo 
and Seichi Tateyama represented FAM. Also present were 
John Murakami, assistant County Supervisor of Building inspection, 
and Ricky Yasui* The latter two were observers and not directly 
concerned with the discussion at hand.

At this meeting one of the IIMU officials is purported 
to have made statements to the effect thatt FAM should with­
draw its bid and the contract could be awarded to Thomas T. Tanaka 
of Honolulu, since he was the second lowest bidden if F & M did 
not withdraw its bid, charges of collusion would be brought 
against Haruo Fujitcmo by Muneo Yamamoto# which would bring 
about investigations that might expose County officials^ and 
that this was a battle between the AFofL-CIO and the IWJ. 
Haruo Fujitomo also testified that the A F of L — C I o officials 
in Honolulu were aware of this meeting and that he refused to 
agree to the IIW’s request* The meeting ended with nothing 
concluded*

In a letter to the County Engineer dated February 13th, 
the County Attorney issued his report recommending acceptance 
of F & M as the lowest bidder on the Wailuku Gym project. The 
opinion also contained the caveat that the work could not be 
separated.

on or about February 16th# Tom Yagi, Edwin Wasano# 
Tai Sung Yang and Regino Colotario of the HMU met with 
Supervisors Tom Tagawa, Harry Kobayashi, Soon oak Lee, and 
Richard Caldito at th. ILWU Hall on lower min Street in Wailuku. 
At this meeting th. IWO officials urged th* Supervisor, to 
award th. contract to Tanaka rather than F & n Contractors, Inc. 
Th* rational, of this move ms that Tanaka had submitted the 
lowest bid for the basic work. (However, on the overall project, 
including all of the alternate work, FAM contractors’ bld was 
lowest.) It was proposed that the work on "Alternate 6% 
Which was installation of the bleachers# could be eliminated 
for the purposes of awarding the contract to Tanaka, and the 
County could purchase the materiala and perform the installation 
with County employees. According to the IWU officials their 
only interest was a monetary savings to the people of Haul.

It is clear from the testimony that the supervisors 
had unofficially been made aware of the County Attorney’s opinion
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At the February 17th meeting of the Board of Supervisors, 
the matter of the award of the contract was discussed. Although 
it had apparently not been placed on the agenda by Acting Chair­
man Ton Tagawa, the matter was brought to the attention of the 
Board by a communication from the Attorney for FAM Contractors, 
Inc. in answer to an Inquiry by the Board, the County Engineer 
stated he needed more time to make his report in order to 
confer with the County Attorney on what he stated was a legal 
matter. The request of the Engineer was granted, and the matter 
was dropped. Later that same day Tagawa and Supervisor Lanny 
Morisaki went to Chairman Tam1 s home. At this time the matter 
of the meeting with the XWU officials was discussed, and Chair­
man Tam stated that he thought the contract should be awarded 
to F & M Contractors, for the reason that it was the low bidder.

On February 21, 1961, Edwin wasano, Tai Sung Yang 
and Regino Colotario of the ILWU called on Chairman Tam at his 
home and again discussed the award of the contract and how 
important this matter was to the XLWU, locally, statewide and 
nationally, Chairman Tam stated his position on the award, 
his awareness of the political consequences thereof, and the 
attorney's recommendation In the matter. Chairman Tam also 
stated that this was one time when the union should allow the 
Board members to make their own decisions,

On the morning of March 1, 1961, Tom Yagi called on 
chairman Tam at his office and indicated that a scheduled 
meeting between the ILWU officials and the Democratic Board 
members on March 2, 1961, was not needed. He stated that 
Muneo Yamamoto would file charges of collusion against 
Haruo Fujitomo with the State Contractors Licensing Board and 
the charges would bring about the suspension of F * M's license.

on the morning of March 2, 1961, Supervisors Morisaki, 
caldito, and Tagawa met with Chairman Tam at his residence, and 
the matter of the contract award was discussed. Ho firm cooalt- 
ments were made but the general opinion was that the award 
should be made to F & M, In the early evening of this same 
day the scheduled meeting was in fact held, with X1WU officials 
Yagi, Yang and Colotario, and Supervisors Morisaki, Caldito, Tagawa 
x-vobayasni, RfMBf> MMMBMB and cha.*.rxiian. MMM attending, OEM 0BgE, 
of the XIMU, requested a delay in the award until the matter 
of collusion charges was cleared and mentioned the meeting with 
F&M representatives at the Hotel Xao Needle. Intimation was 
made that the Republican members of the Board would agree to 
the XIMU request for delay. Testimony of some of the Board 
members present at that meeting indicated that no action to 
delay would be taken by the Board members unless a written 
communication was received Informing them that the charges had 
been filed against FAM, This meeting was also held at the 
ILWU headquarters in Wailuku.
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At the March 3, 1961, Board meeting a letter was 
received from Muneo Yamamoto advising the Board that he had 
filed charges with the Contractors Licensing Board charging 
Haruo Fujltomo with collusion in the bids for construction of 
Aloha Lanes Bowling Alley in Wailuku. Shortly after this, the 
Democratic umbers held a “caucus" in the Chairman’s office at 
Which time Chairman Tam called Mr. Shaw of the Licensing Board 
inquiring whether he was in receipt of Mr. Yamamoto’s letter. 
Mr. Shaw’s answer was that the natter was referred to the 
Attorney General. Chairman Tam also called the Attorney General’s 
office and inquired whether that office was in receipt of the 
letter. Deputy Attorney General Yoshio Shigezawa replied that 
since the Licensing Board had not done anything yet he could not 
discuss the matter, in the call to Mr. Shaw, discussion was 
had as to the possibility of the County Board awarding the 
contract in the light of the charges. Mr. Shaw told Chairman 
Tam that it was the Board’s prerogative to do as it pleased 
in the matter of award: also, the Investigation into the charges 
set forth by Mr. Yamamoto may take months or years to resolve. 
During this caucus Tom Yagi called Chairman Tam and indicated 
that Jack Hall would like to see a deferment. This was all 
made known to the members present at the caucus and a secret 
vote was taken in regard to the award, the tally was 4-3 in 
favor of awarding the contract to F A N. The Board reconvened 
and Supervisor Caldlto moved to award. He was seconded by 
Tom Tagawa. Supervisor Hokama moved to defer and was seconded 
by Soon Oak Lee. After discussion, wherein the Republican 
members of the Board, together with the Democratic members, 
spoke in favor of the deferment, the motion carried 3 to 1 
with Chairman Tam dissenting.

The general consensus among those voting for deferment 
indicates a desire to "clear the air" before awarding the con­
tract, rather than jeopardise the project if the charges by 
Mr. Yamamoto proved to be true and F a M’s license were suspended. 
At the same time, however, the Board members are well aware 
that any successful bidder must submit a performance bond 
guaranteeing execution of the contract.

Hence, at the present time the Maul County Board is 
waiting for the Contractors' Licensing Board and the Attorney 
General to complete their investigations and findings. It 
appears that no action will be taken until Mr. Yamamoto’s 
charges against Mr. Fujitomo are substantiated or refuted.

The hearings held by your Committee, although 
restricted primarily to the matter of the award of the Wailuku 
Gym contract, have pointed out a number of areas in the statutes 
relating to the expenditure of public funds which appear to pose 
rather serious problems.
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The first problem relates to the apparent disregard 
of the limitation on expenditure of public funds, contained in 
Sections 9-21 and 9-22, Revised laws of Hawaii 1955.

although the two sections of the law are rather 
involved and somewhat ambiguous, it seems clear that, in the 
case of the site preparation work for the Wailuku Gym, the 
expenditures were in violation thereof, as mentioned earlier 
herein.

The reasons given by the County Engineer for this 
apparently illegal expenditure were that the extent and character 
of the work could not be known beforehand, and the County1 s 
workers had to be kept busy. It should be noted here, however, 
that the appropriations were based on what the Engineer called 
rough estimates. It semes obvious to your Committee that, 
once having estimated the expenditure to be in excess of the 
statutory limitation, the Engineer and the County wore bound to 
follow the requirements as to advertisement and award of contracts 
While the members of the Board testified that they were unaware 
of the statutory limitation, a committee of the Whole Report 
(Ho. 80) dated June 6, 1958, Indicates that the matter had been 
brought to the Board’s attention.

Your Committee does not feel that the reasons given 
by the County Engineer Justify the expenditure.

another problem brought to light is the matter of 
postponement of the opening of bids and the delay in the award 
of the contract once Fan Contractors, Inc., had been determined 
to be the lew bidder. This problem involves interpretation of 
section 9-28 of the Revised Laws of Hawaii. The statute calls 
for the blds to be opened at the hour and place set forth in 
the advertisement.

According to the leading treatise on municipal 
corporations (10 MoQuillln, H« £&£&., 3rd od., s. 29.70) 
such provisions are mandatory and lack of substantial compli­
ance will ordinarily Invalidate a contract entered into in 
violation thereof. However, some court cases have held that 
such a provision is directory only and lack of compliance will 
not invalidate a contract award.

In the face of this conflict, your Committee is unable 
to state categorically that the postponement was legal or illegal 
or that anyone’s rights were or wore not violated.

With respect also to the delay in the award of the 
contract, the statute states no time period, after the opening 
of bids, within which the contract must be awarded. A cursory 
check of other agencies involved in awarding contracts for
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public works indicates a rather wide divergence of methods of 
handling the natter of awards. However, the consensus seen* to 
be that a sufficient period of tine should be allowed in order 
that the agencies nay examine the bids before awarding the 
contract.

The various agencies also seem to feel that sixty 
days should be allowed for this purpose. It is their feeling 
that this should be ample time for extensive, complicated con­
tracts and, that, in most instances the siller contracts should 
and probably would be awarded within that period of time.

Hence, with regard to Chapter 9, it seems evident that
numerous provisions are vague and ambiguous. This, in turn, 
has given rise to varying interpretations and has caused

\ different procedures to be followed by the various agencies. 
/A coiaplete revision of Chapter 9 seems to be warranted. It
/ should be noted that House J|WU^kJki§^ passed by

this Honorable Body oiTtW recommendation of the Judiciary 
Committee and your Select Committee, is, if enacted into law,
only the first step in such revision.

The hearings have also pointed out that the immediate 
question of the award of the contract in the instant case has 
proven to be only the focal point in what appears to be a 
perplexing problem in the County of Maul •* the apparently 
all pervasive influence of the IIMU over the actions of the 
County officials.

While there is conflict in the testimony as to 
precisely what was said at the various meetings held among the 
ILWU officials and the Maul Supervisors, the influence of the 
ILWU is clearly set forth in the pattern of events.

Your committee, naturally, is well aware that pressure 
groves exist as a concomitant part of our form of government. 
Your Committee is also of the opinion that, for the most part, 
such pressure groups serve a salutary purpose in providing 
government officials with much needed information and advice. 
Also, it should be noted that there is nothing inherently evil 
in the actions of such pressure groups. However, although 
difficult to define precisely, your Committee feels that there 
are certain limits of propriety which should govern those actions 
One measure of such limits is whether the objective sought by 
such groups really serves the Interest of the general public or 
is, in fact, detrimental thereto.
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In the case of the contract in question, your 
Committee feels that the local leadership of the ILWU went 
beyond the bounds of propriety in its activities, your 
Committee believes that the interest of the general populace 
of Maul has not been served by the undue delay or by the 
activities of the local IbWU leadership in this natter.

The local IWU officials attempted to justify their 
actions on the basis that they represent a majority of the people 
in Maui County and that the award of the contract to Thomas T. 
Tanaka would result in an overall savings to the government. 
Your Committee has no quarrel with the right of the IIWV or any 
group for that matter to make known the feelings of its members. 
Howe.ver# yn^- iMMMM 4M# Bit BPM PM their pMMM bIM 
would be a money saving one. Moreover * the opinion of the County 
Attorney indicated their plan could not legally be followed.

Your Committee believes that one of the purposes of the 
IbWU is to win out in an organizational battle with the A F of L - 
CXO for the right to represent employees of the construction 
trades on Maui. Such a victory could be enhanced if F & M 
Contractors# Inc.# one of the largest construction firms on 
the island could be deprived of this contract. The inter-union 
battle is a matter of common knowledge on Maui. Your Committee's 
concern is that government should not and must not be used to 
promote the cause of either disputant. Your Committee also 
wonders if# perhaps# Muneo Yamamoto with full knowledge lent 
himself to the cause of the IXMU in this regard. It seems 
clear that the local leadership of the XUWU was well aware from 
the beginning of the move contemplated by Mr. Yamamoto# and may 
very well have played an important part in influencing his actions.

It is# of course# difficult# if not impossible# to 
legislate against pressure groups. However# legislative steps 
can be taken to minimize their effect on government activities# 
at least in the matter of tightening the statutes pertaining to 
public contracts.

Public awareness of activities of pressure groups is# 
of course# one method of keeping them within proper bounds. In 
fact# one theory of legislative hearings# to vdiich your Committee# 
it should be noted# does not completely subscribe# is that the 
purpose thereof is to create public awareness of various problems 
and issues. In this regard your Ccmittee feels that the people 
of Maui have been made aware of the actual situation as a result 
of your Committee's hearings# and this has been healthy.

Your Committee has received much information on other 
matters relative to the administration of the affairs of Maui 
County which deserve careful scrutiny. The problems seem to have 
mushroomed out like an atomic cloud# branching out and reaching 
into nearly all phases of Maui's economic and government activities
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Tim and staff limitations, as wall as the pressure of legislative 
duties, have not allowed your Committee to continue this investi­
gation at this time* However, your Committee will continue its 
work in the immediate future,

At the conclusion of its further investigations, 
your conmittee will render a full and complete report on the 
administration of the affairs of Maui County and the expenditure 
of public funds therein,

Respectfully submitted,

waitSFTTTTs^^

Dorothy L • Devereux’

^o&aph L, Dwight, Jr,

Hiroshi Kato

Akira "sakim

Jams Y. Uiigmaura.

Frederick W, Retiring
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_ WHEREAS, the Legislature is authorized under Section 1, 
Article III of the State Constitution to enact "all rightful 
subjects of legislation not inconsistent with the constitution 
or the Constitution of the United States"; and

WHEREAS, laws relating to revenues of the state and 
counties and the proper appropriation and means of disbursement 
thereof are rightful subjects of legislation; and

WHEREAS, through newspaper accounts and a preliminary 
investigationby a Select Committee of the House of Representa­
tives, First State Legislature, General Session, 1961, there 
appears to be an inadequacy in our present statutes relating to 
the procedure of awarding of contracts in Maui County, of which 
an example is the Wailuku War Memorial Convention Hall Gymnasium 
project wherein the opening of the bid was scheduled originally 
for December 2, I960 and was postponed to January 20, 1961 and 
alter the bids were opened there were further delays in the < 
awarding of the contract and there appears to be no definite 
date by which a decision on the awarding of the contract will 
be made; and

WHEREAS, the Legislature through Act 224, Session Laws of 
Hawaii 1959 appropriated $300,000 and through Act 23, Session 
Laws of Hawaii, I960 appropriated another $300,000 from the 
general fund of the State of Hawaii to complete this project, 
and the people in the County of Maui according to newspaper 
accounts have expressed some concern as to when this project 
will be completed since the site was acquired in April of I960 
and preliminary work has been completed so that construction 
may be commenced on it; and

WHEREAS, through newspaper accounts and statements appear­
ing therein by various officials of the City and County of 
Honolulu there appear to be questions as to whether the statutes 
relating to purchasing practices, requirements for bidding and 
th6.submission of bids and awarding of contracts by the city 
oilicials are adequate to promote the public*s interest to have 
the least expensive and most effective use of the city and 
state funds authorized by the Legislature to be expended by the
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i City; and
2
3 . WHEREAS, the duty of public officials responsible for the
4 expenditures of public funds is not only to have the least
5 expensive and most effective use of the city and state funds,
6 but also to avoid irregularities and conflicts of interest
7 which may raise questions as to the integrity of public offi-
8 cials or may unduly influence public officials in the exercise
9 of their duties; and 

io
ii WHEREAS, the newspaper reports and preliminary investiga-
12 tion relating to purchasing practices, requirements of bidding,
13 the submission of bids and awarding of contracts in the County
14 of Maui and City and County of Honolulu raise questions as to
15 whether there should be an investigation and recommendation
16 concerning areas within the expenditure of public funds and
17 the conflicts and irregularities that may occur* in the course
is of the expenditure of public funds; now, therefore, 
19
20 BE IT RESOLVED by the House of Representatives of the
21 First Legislature of the State of Hawaii, General Session of
22 1961, that the Speaker of the House of Representatives is hereby
23 respectfully requested to appoint a select committee or committees
24 each to consist of not more than seven members of the House of
25 Representatives, to investigate the procedures for the expenditure
26 of public funds and conflicts and irregularities that may hav5
27 occured or are likely to re-occur in the course of the expenditure
28 of public, funds in the County of Maui and City and County of
29 Honolulu and determine whether there is the need for corrective
30 legislation;
31
32 BE IT FURTHER RESOLVED that such select committee or committees
33 be appointed forthwith and proceed to make the investigation as here-
34 tofore provided, with first priority being given to the County
35 of Maui situation since the decision in the awarding of the contract
36 for the Wailuku Convention Hall-Gymnasium project has not been
37 made as yet and there is a public interest that some decision
38 be made as expeditiously as possible;
39
4o BE IT FURTHER RESOLVED that such select committee or committees
4i shall exist during this session and continue if necessary as holdover
42 committees of the House of Representatives in order to accomplish the
43 objectives of this Resolution, and the Speaker is authorized to
44 take such steps as may be necessary for such select committee or
45 committees to function until the Budget Session of 1962; and
46
47
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i BE IT FURTHER RESOLVED that such select committee or committees
2 be required to make a report of their findings whether preliminary
3 or final including any proposed legislation before the end of this
4 session, and if necessary, a final report which shall include
5 recommendations, if any, and any proposed legislation not later
6 than ten days before the commencement of the Budget Session of 1962.
7
8 OFFERED BY:
9
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AN ACT

PROVIDING FOR PREFERENCES IN PURCHASES MADE BY STATE A^ BOUNTY 
GOVERNMENTS AND IN PRODUCTS USED IN PUBLIC WORKS; PENALTIES 
O V^OUTION OF PREFERENCES AND AMENDING SECTIONS 9-37 TO 

9-44 OF THE REVISED LAWS OF HAWAII 1955, AS AMENDED.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII.

L SECTION 1. Sections 9-37 to 9-42 of the Revised Laws of

2 Hawaii 1955, as amended, are hereby further amended as follows:

j ’’SECTION 9—37* DEFINITIONS. WHENEVER USED IN

4 SECTIONS 9-37 TO 9-44 INCLUSIVE.

5 (a) ’PERSON* INCLUDES EVERY INDIVIDUAL, PARTNERSHIP,

6 FIRM, SOCIETY, UNINCORPORATED ASSOCIATION, JOINT

7 VENTURE, GROUP, HUI, JOINT STOCK COMPANY, CORPORATION,

8 TRUSTEE, EXECUTOR, ADMINISTRATOR, TRUST ESTATE, DECE-

9 DENT’S ESTATE, TRUST OR OTHER ENTITIES, WHETHER SUCH

1q PERSONS ARE DOING BUSINESS FOR THEMSELVES OR IN A

11 FIDUCIARY CAPACITY.

12 (b) ’PRODUCTS’ INCLUDES MATERIALS, MANUFACTURES,

13 SUPPLIES, GOODS, WARES, PRODUCE, AND FOODSTUFFS.

14 SECTION 9-38. PREFERENCE FOR LOCAL PRODUCTSo (a) FIT-

15 NESS AND QUALITY BEING EQUAL, THE STATE AND THE COUNTIES
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1 AND ATI DEPARTMENTS, DIVISIONS AND INSTITUTIONS OF EITHER

2 SHALL PURCHASE PREFERENTIALLY PRODUCTS MANUFACTURED OR PRO-

3 DUCED IN THE STATE (AS CONTEMPLATED BY CHAPTER 117 REVISED

4 LAWS OF HAWAII, 1955 RELATING TO GENERAL EXCISE TAXES, AS

5 IT MAY BE AMENDED FROM TIME TO TIME) PROVIDED THAT THE PRICE

6 THEREOF IS NO HIGHER THAN THE USUAL AND CUSTOMARY CHARGE

7 MADE TO PRIVATE PERSONS SIMILARLY SITUATED AND PROVIDED THAT

8 THE PRICE THEREOF IS NO MORE THAN SIX PERCENT HIGHER THAN

9 THE COST OF LIKE PRODUCTS (INCLUDING COST OF TRANSPORTATION

10 AND DELIVERY) MANUFACTURED OR PRODUCED OUTSIDE OF

11 THE STATE.
12 (b) IN CASES WHERE BY LAW THE PURCHASE OF THE PRODUCT

13 IS REQUIRED TO BE MADE THROUGH COMPETITIVE BID, THE LOWEST

14 PRICE BID BY A PERSON TO FURNISH PRODUCTS MANUFACTURED OR

15 PRODUCED IN THE STATE (AS CONTEMPLATED BY CHAPTER 117 REVISED

16 LAWS OF HAWAII, 1955 RELATING TO GENERAL EXCISE TAXES, AS

17 IT MAY BE AMENDED FROM TIME TO TIME) SHALL BE DECLARED THE

18 LOWEST BID FOR THE AWARD OF THE CONTRACT, IF SUCH BID IS

19 NO MORE THAN SIX PERCENT HIGHER THAN THE LOWEST BID MADE BY

20 A PERSON TO FURNISH PRODUCTS MANUFACTURED OR PRODUCED OUT-

21 SIDE OF THE STATE.

22 (c) IN THE CASE OF PURCHASES BY THE STATE OR ANY

23 DEPARTMENT, DIVISION OR INSTITUTION THEREOF, THE GOVERNOR,

24 AND IN THE CASE OF PURCHASES BY A COUNTY OR ANY DEPARTMENT,

25 DIVISION, OR INSTITUTION THEREOF, THE BOARD OF SUPERVISORS

26 OR CITY COUNCIL, MAY ESTABLISH FROM TIME TO TIME, REVISE
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1 AND FILE WITH THE COMPTROLLER A LIST OF LOCAL PRODUCTS,

2 TO WHICH THE PREFERENCE CONTAINED IN THIS SECTION SHALL

3 NOT APPLY.

4 (d) THE PREFERENCE PROVIDED FOR IN THIS SECTION SHALL

5 CONTROL OVER ANY CONFLICTING PREFERENCE PROVIDED FOR IN

6 SECTION 9-39.

7 SECTION 9-39. PURCHASES TO BE MADE FROM LOCAL

8 BUSINESSES. (a) ALL PURCHASES OF PRODUCTS MADE WITH

9 PUBLIC MONEY BY THE STATE OR ANY COUNTY OR ANY DEPARTMENT,

10 DIVISION OR INSTITUTION OF EITHER SHALL BE FROM A PERSON

11 WHO HAS MAINTAINED A BUSINESS IN GOOD FAITH INTENDED TO BE

12 PERMANENT IN AN ESTABLISHED PLACE OF BUSINESS IN THE STATE

13 FOR A PERIOD OF THREE MONTHS PRIOR TO THE PURCHASE CON-

14 TRACTED FOR, PROVIDED, HOWEVER, IF IT IS ESTABLISHED THAT

15 A PURCHASE CANNOT BE MADE FROM ANY SUCH PERSON, OR THAT THE

16 LOWEST PRICE FOR WHICH A PURCHASE CAN BE MADE FROM ANY SUCH

17 PERSON EXCEEDS THE CHARGE USUALLY AND CUSTOMARILY MADE TO

18 PRIVATE PERSONS FOR THE PRODUCT BY SUCH PERSON, OR THAT THE

19 PRICE FOR THE PRODUCT TO BE PURCHASED FROM ANY SUCH PERSON

20 EXCEEDS BY MORE THAN SIX PERCENT THE PRICE AT WHICH THE

21 PRODUCT CAN BE OTHERWISE PURCHASED, THEN THE PURCHASE NEED

22 NOT BE MADE FROM SUCH A PERSON.

23 (b) NO PURCHASE OF PRODUCTS BY THE STATE OR ANY

24 COUNTY OR ANY DEPARTMENT, DIVISION, OR INSTITUTION OF

25 EITHER SHALL BE MADE FROM ANY PERSON WHO HAS NOT MAINTAINED

26 A BUSINESS IN GOOD FAITH INTENDED TO BE PERMANENT IN AN
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1 ESTABLISHED PLACE OF BUSINESS FOR A PERIOD OF THREE MONTHS

2 PRIOR TO ANY SUCH PURCHASE UNLESS SUCH PURCHASE BE AT THE

3 PREVAILING CONSUMER’S PRICE FOR SUCH PRODUCT AS ESTABLISHED

4 BY RECOGNIZED MERCHANTS HAVING AN ESTABLISHED PLACE OF

5 BUSINESS ON THE MAINLAND OF THE UNITED STATES PLUS TRANS-

6 PORTATION AND DELIVERY CHARGES TO THE STATE.

7 (c) IN CASES WHERE BY LAW THE PURCHASE OF A PRODUCT

8 IS REQUIRED TO BE MADE THROUGH COMPETITIVE BID, THE LOWEST

9 BID MADE BY A PERSON WHO HAS MAINTAINED A BUSINESS IN GOOD

10 FAITH INTENDED TO BE PERMANENT IN AN ESTABLISHED PLACE OF

11 BUSINESS IN THE STATE FOR A PERIOD OF THREE MONTHS PRIOR

12 TO SUCH BID, SHALL BE DECLARED THE LOWEST BID FOR THE AWARD

13 OF THE CONTRACT, IF SUCH BID IS NO MORE THAN SIX PERCENT

14 HIGHER THAN THE LOWEST BID MADE BY ANY PERSON WHO HAS NOT

15 MAINTAINED A BUSINESS PLACE IN GOOD FAITH INTENDED TO BE

16 PERMANENT IN AN ESTABLISHED PLACE OF BUSINESS IN THE STATE

17 FOR A PERIOD OF THREE MONTHS PRIOR TO SUCH BID.

18 SECTION 9-40. PREFERENCES IN PUBLIC WORKS. (a) ALL

19 PERSONS PARTICIPATING IN THE CONSTRUCTION OF ANY BUILDING

20 OR OTHER PUBLIC WORK BEING CONSTRUCTED UNDER CONTRACT WITH

21 THE STATE OR ANY COUNTY OR ANY DEPARTMENT, DIVISION, OR

22 INSTITUTION OF EITHER SHALL USE IN THE SAID CONSTRUCTION

23 ONLY PRODUCTS MANUFACTURED OR PRODUCED IN THE STATE (AS

24 CONTEMPLATED BY CHAPTER 117 OF THE REVISED LAWS OF HAWAII,

25 1955, RELATING TO GENERAL EXCISE TAXES, AS IT IS AMENDED

26 FROM TIME TO TIME) EXCEPT WHEN A REQUIRED PRODUCT IS NOT
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1 AVAILABLE OR WHEN THE PRICE OF THE PRODUCT EXCEEDS BY MORE

2 THAN SIX PERCENT THE PRICE OF A LIKE PRODUCT (INCLUDING COST

3 OF TRANSPORTATION AND DELIVERY) MANUFACTURED OR PRODUCED

4 OUTSIDE OF THE STATE.

5 (b) ALL PERSONS PARTICIPATING IN THE CONSTRUCTION OF

6 ANY BUILDING OR OTHER PUBLIC WORK BEING CONSTRUCTED UNDER

7 CONTRACT WITH THE STATE OR ANY COUNTY OR ANY DEPARTMENT,

8 DIVISION OR INSTITUTION OF EITHER WHO ARE NOT REQUIRED TO

9 USE PRODUCTS MANUFACTURED OR PRODUCED IN THE STATE BECAUSE

10 OF EITHER EXCEPTION PROVIDED FOR IN PARAGRAPH (a), SHALL

11 PURCHASE ALL PRODUCTS USED IN THE SAID CONSTRUCTION FROM A

12 PERSON WHO HAS MAINTAINED A BUSINESS IN GOOD FAITH INTENDED

w 13 TO BE PERMANENT IN AN ESTABLISHED PLACE OF BUSINESS IN THE

14 STATE FOR A PERIOD OF THREE MONTHS PRIOR TO THE PURCHASE,

15 PROVIDED, HOWEVER, IF IT IS ESTABLISHED THAT THE PURCHASE

16 CANNOT BE MADE FROM ANY SUCH PERSON, OR THAT THE LOWEST PRICE

17 FOR WHICH A PURCHASE CAN BE MADE FROM ANY SUCH PERSONS EXCEEDS

18 THE CHARGE USUALLY AND CUSTOMARILY MADE TO PRIVATE PERSONS FOR

19 THE PRODUCT BY SUCH PERSON, OR THAT THE PRICE FOR THE PRODUCT

20 TO BE PURCHASED FROM ANY SUCH PERSON EXCEEDS BY MORE THAN SIX

21 PERCENT THE PRICE AT WHICH THE PRODUCT CAN OTHERWISE BE PUR-

22 CHASED, THEN THE PURCHASE NEED NOT BE MADE FROM SUCH PERSON.

23 SECTION 9-41. PREFERENCES NOTED ON BID ADVERTISEMENTS.

24 EVERY ADVERTISEMENT FOR BID BY THE STATE OR ANY COUNTY

A 25 OR ANY DEPARTMENT, DIVISION OR INSTITUTION OF EITHER TO

26 WHICH SECTIONS 9-38, 9-39 OR 9-40 APPLY SHALL INCLUDE A
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1 REFERENCE TO THE PREFERENCE PROVISIONS CONTAINED IN

2 SECTIONS 9-37 TO 9-44, INCLUSIVE, AND EVERY CONTRACT

3 MADE PURSUANT TO SUCH ADVERTISEMENT FOR BID SHALL CONTAIN

4 THE PROVISIONS SET FORTH IN SECTIONS 9-38, 9-39 OR 9-40 AS

5 APPLICABLE AND SECTIONS 9-43 and 9-44,

6 SECTION 9-42. SECTIONS 9-37 TO 9-44, INCLUSIVE,

7 SHALL NOT BE APPLICABLE IN ANY CASE WHERE THEIR APPLICATION

8 WILL DISQUALIFY THE STATE OR ANY COUNTY OR ANY DEPARTMENT,

9 DIVISION, OR INSTITUTION OF EITHER FROM RECEIVING

10 FEDERAL FUNDS OR AID.” .

11 SECTION 9-43. VIOLATION VOIDS CONTRACT; DISQUALIFIES

12 FOR FUTURE CONTRACTS. ANY PURCHASE MADE OR ANY CONTRACT

13 AWARDED OR EXECUTED IN VIOLATION OF SECTION 9-37 TO 9-44

14 SHALL BE VOID AND OF NO EFFECT, AND NO PAYMENT SHALL BE

15 MADE BY THE STATE OR ANY COUNTY OR ANY DEPARTMENT, DIVISION

16 OR INSTITUTION OF EITHER ON ACCOUNT OF ANY SUCH PURCHASE

17 OF CONTRACT. IN ADDITION, ANY PERSON WHO FAILS TO COMPLY

18 WITH THE PROVISIONS OF SECTIONS 9-37 TO 9-44 SHALL NOT BE

19 AWARDED ANY CONTRACT OR BE GIVEN ANY ORDER FOR PURCHASE

20 BY THE STATE OR ANY COUNTY OR ANY DEPARTMENT, DIVISION,

21 OR INSTITUTION OF EITHER FOR A PERIOD OF THREE YEARS. THE

22 GOVERNMENTAL AUTHORITY LETTING THE CONTRACT SHALL DELIVER

23 A NOTICE OF DISQUALIFICATION CONTAINING FACTS SETTING

24 FORTH THE REASON FOR THE DISQUALIFICATION TO THE PERSON

25 TO BE DISQUALIFIED AND SHALL SEND COPIES OF THE NOTICE

26 TO THE DEPARTMENT OF THE ATTORNEY GENERAL OF THE STATE AND
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1 THE COUNTY ATTORNEY OR CORPORATION COUNSEL, AS THE CASE

2 MAY BE, OF EACH COUNTY. THE PERIOD OF THE DISQUALIFICATIC

3 SHALL COMMENCE 60 DAYS AFTER DELIVERY OF THE NOTICE TO THE

4 PERSON TO BE DISQUALIFIED, PROVIDED, HOWEVER, THAT THE

5 GOVERNOR OF THE STATE, IF THE CONTRACTING AUTHORITY COMES

6 UNDER STATE JURISDICTION, OR THE MAYOR OR COUNTY CHAIRMAN,

7 AS THE CASE MAY BE, IF THE CONTRACTING AUTHORITY COMES

8 UNDER JURISDICTION OF ANY COUNTY, MAY WITHIN THE 60 DAY

9 PERIOD RESCIND THE DISQUALIFICATION OR SUSPEND THE DIS-

10 QUALIFICATION PENDING INVESTIGATION, IN WHICH LATTER CASE

11 THE DISQUALIFICATION MAY BE RESCINDED UPON COMPLETION OF

12 THE INVESTIGATION. IN EVERY PROCEEDING TO RESCIND THE

13 disqualification, whether administrative or judicial, the

14 disqualified person shall have the burden of provwing 

15 COMPLIANCE WITH SECTIONS 9-37 TO 9-44.

16 SECTION 9-44. PENALTY. ANY OFFICER OF THE STATE OR

17 ANY COUNTY OR ANY DEPARTMENT, DIVISION, OR INSTITUTION OF

18 EITHER OR ANY PERSON ACTING UNDER OR FOR SUCH PERSON OR

19 ANY OTHER PERSON WHO VIOLATES ANY PROVISION OF 9-37 TO

20 9-44 SHALL BE FINED NOT MORE THAN $1,000 OR IMPRISIONED

21 NOT MORE THAN ONE YEAR, OR BOTH.

22 SECTION 2. This Act shall take effect upon its

23 approval.

Honolulu, Hawaii 
Date : ^/G J /t /


