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ATTORNEY GENERAL FACES POTENTIAL CONFLICTS

When the trustees of the state’s
Deferred Compensation Plan have
legal questions they turn to the at-
torney general’s office, despite the
fact that the company holding the
non-hid contract to administer the
multi-million dollar program is
owned in part by Attorney General
Warren DPrice’s wife and is repre-
sented by her law firm.

Price’s 1989 marriage to attor-
ney-lobbyist Sharon Himeno illus-
trates the difficulties that a two-
career family faces when both are
involved in public life and political
aftairs. Their marriage has entan-
gled Price in a web of financial and
political relationships which, like
this one, carry the danger of actual
or potential conflicts of interest.

Questions about such conflicts
were not raised during legislative
hearings on Price’s reappointment
as Attorney General which were
held earlier this year, and he easily
won Senate approval.

Price told Hawaii Monitor that
potential conflicts have not been an
issue. “No one’s raised that ques-
tion with me,” Price said. “Maybe
someone out there is saying this,
but apart from Fred Hemmings say-

ing something in a campaign
speech, I've never heard of it.”

Both Price and Himeno said
that any conflicts can be handled
by stepping aside from actions af-
fecting their mutual interests,

However, because in public life
appearances are often as important
as substance, such concerns could
potentially be damaging to any po-
litical aspirations which Price
might have. Although Price denies
having any political plans or ambi-
tions, his name has surfaced re-
peatedly as a possible candidate for
Governor in 1994,

The Himeno connection

Sharon Himeno is the daughter
of Stanley T. Himeno, best known
as the longtime owner of Airport
Volkswagen and developer of the
Honolulu International Country
Club in the Salt Lake area of Hono-
lulu. The senior Himeno has also
been involved in other develop-
ments in Honolulu and on the Kona
coast.

Price says that he had repre-
sented Stan Himeno as an attorney
in private practice, and that the
two have “been friends for years
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and years.”

Price and Sharen Himeno were
associated with the same down-
town law firm beginning in the ear-

Attorney General Warren
Price’s marriage has
entangled him in a web of
financial relationships
which carry the danger of
actual or potential
conflicts of interest.

1y 1980's, and both were active in
John Waihee's successful 1986
campaign for governor. In a De-
cember 1986 interview with the
Honolulu Advertiser, Price credit-
ed Sharon with drawing him into
the Waihee campaign as advisor
and legal counsel,

Following the election, Price
was appointed Attorney General
and Sharon Himen¢ went into
practice with her brother-in-law,
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Potential conflicts abound for Attorney Genetal fom page 1

Kenneth T. Okamoto. They are
currently teamed up with Bettina
W.J. Lum in the firm of Okamoto
Himeno & Lum.

Price and Himeno were married
in November 1989,

Conflict of interest defined

State law prohibits any state
employee from taking official ac-
tion directly affecting “a business
or other undertaking” in which the
employee, their spouse, or depen-
dent child “has a substantial finan-
cial interest.”

A “financial interest” would in-
clude being an owner, director, or
employee of a company, having a
loan or other outstanding debts, or
having an ownership interest in
real or personal property.

This provision appears to apply
to Attorney General Price when
dealing with any matters relating
to Himeno's business interests. It
would also apply to actions that Hi-
meno might be asked to take in her
role as a member of a state board
or commission, because board
members are considered state “em-
ployees” for ethics purposes.

In 1987, Governor Waihee ap-
pointed Sharon Himeno to the
state Land Use Commission, which
administers statewide land laws.
When her term expired in 1980,
she immediately received an ap-
pointment to the Board of Land
and Natural Resources, which reg-
ulates the State’s considerable
land holdings.

Himeno, whose legal specialty is
not in the area of land or develop-
ment law, says that she did not ask
for or seek out the appointment to
the LUC.

In 1989, while a member of the
Land Use Commission, Himeno
was retained as a lobbyist by Alex-
ander & Baldwin, which reports
paying her $41,300.53 during that
legislative session.

Although A&B has extensive
land heldings and interests, Hime-
no says that she did not lobby on
any matters that would have been
affected by her role on the LUC.

“My lobbying for A&B was on
the directors’ liability statute,” she
said, and “it did not relate to land
matters.”

Despite the potential for con-
flicts, one knowledgeable critic of
the Board of Land and Natural Re-
sources described Himeno as a very
strong addition to the board, and
credited her competence and pro-
fessional manner with increasing
the board’s ability to handle the
complex issues before it.

In addition te Sharon’s posi-
tions, Stanley Himeno was appoint-
ed to the Judicial Salary Commis-
sion and currently serves as its
chair, and Bettina Lum, Sharon’s
law partner, is vice-chair of the Ha-
waii Information Network Corpora-
tion, known as Hawaii INC.

Hawaii INC made the news a
year ago when a board member
charged that political cronyism was
behind the appointment of Senator
Norman Mizuguchi’s campaign
chairman as executive director of
the apency. Two board members
resigned, and two other ex-officio
members asked to be replaced, cit-
ing this and other problems.

Getiing “out of the loop”

Sharon Himeno and Warren
Price both say that they have made
every effort to keep family and fi-
nancial relations from affecting
their public roles.

Himeno told Hawaii Monttor
that she has been quite conserva-
tive and has recused herself from
any situation that might be ques-
tioned. “If a client appears before
the board, I always recuse myself,”
she said.

Since joining the Board of Land
and Natural Rescurces last year,
Himeno has publicly declared pos-
sible conflicts and stepped aside
from matters involving a number of
companies, including Hawaiian
Electric, Kauai Electric, Alexander
& Baldwin subsidiaries Matson
Navigation Company and Kilauea
Agronomics, Discovery Airways,
Hawaiian Airlines, Aloha Airlines,
Hemmeter Aviation, Roberts Ha-
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waii and a number of car rental
agencies.

Himeno said that because of the
“sensitivity” of her situation, she
also asked the State Ethics Com-

Both Price and Himeno
say that they have made
every effort to keep family
and financial relations
from affecting their public
roles, and recuse
themselves from any
situation that might be
questioned.

mission whether serving on a
board or commission while her hus-
band is attorney general would
create a conflict.

According to Himeno, the Ethics
Commission advised her that
“there is neo financial benefit to be
gained from being on a board and,
in the absence of a financial bene-
fit, there is no conflict.”

On those occasions when the at-
torney general’s office must deal
with a Himeno-related business,
Price said that “I recuse on that
and turn it over to Corinne.”
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A review of the federal prosecution of
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California State Senator Joseph Montoya

by John Panaton, U.S. Attorney’s Office, Eastern District of California

On February 4, 1990, when a
jury anncunced their verdict in
the federal corruption trial of Cali-
fornia State Senator Joseph Mon-
toya, a milestone in the four year
investigation was reached. Mon-
toya’s conviction on racketeering,
extortion, and money laundering
violations marked the first time in
33 years that a sitting California
legislator had been convicted of
abusing his puoblic trust by selling
his elected office....

The early investigation

Code named “Brispec” for brib-
ery-special interest, the investiga-
tion began in 1985 when agents
from the Federal Bureau of Inves-
tigation started examining elected
officials who received money in re-
turn for their legislative assis-
tance. These agents were armed
with a pgreal deal of information
from a variety of sources that
money improperly influenced offi-
cial action at the Capitol. In coop-
eration with the United States At-
torney’s Office in Sacramento, the
agents presented a comprehensive
undercover proposal to the De-
partment of Justice’s Undercover
Operations Review Committee.
The proposal was based on the
recognition that bribery at the
Capitol is a crime typically com-
mitted by two people, both of
whom benefit and neither of
whom are likely to cooperate....

The scenario proposed to the
Committee, and ultimately ap-
proved by it, called for the intro-
duction of a narrowly drawn bill
to directly benefit an out-of-state
company known as Gulf Shrimp-
eries. This company, an FBI front
operation located in Mobile, Ala-
bama, supposedly wanted to ex-
pand its shrimp processing and
distribution business to Califor-
nia. In order to construct a facili-
ty here, however, the company
needed industrial bond financing
that was unavailable under Cali-

fornia law due to Gulf Shrimperie’s
low capitalization. Consequently,
the proposal called for the intro-
duction of legislation to exempt
Gulf Shrimperies from certain cap-
ital requirements thus making it
eligible for the financing. As draft-
ed, the legislation had the practical

Flipping a staffer

Upon a review of the evidence
and the available options, federal
authorities decided to confront
John Shahabian, a legislative par-
ticipant who had become entan-
gled in the passage of Shrimp Bill
I. Shahabian, a key staffer to for-

Montoya’s conviction on racketeering, ex-
tortion, and money laundering violations
marked the first time in 55 years that a
sitting California legislator had been con-
victed of abusing his public trust by selling

his elected office.

effect of applying to only the FBI
company.

The proposal was approved af-
ter Sacramente authorities had
satisfied the Committee that feder-
al crimes were being committed at
the Capitol and that traditional in-
vestigative techniques were una-
vailable. Thereafter, a source who
had been working with the FBI for
a lengthy period and who had con-
tacts at the Capitol was enlisted to
introduce an undercover agent to
various legislators and their aides.
Posing as the president of Gulf
Shrimperies, the undercover agent
began taping telephone calls and
meetings which related to the pas-
sage of what has euphemistically
been referred to as “Shrimp Bill I7-
AB 3773. Introduced in early
1986, this legislation was the vehi-
cle through which bribes and extor-
tion payments would later be
made....

On August 30, 1986, the Shrimp
Bill was considered by the full Cal-
ifornia Assembly and passed 56-22.
One month later, on September 30,
Governor Deukmejian, after being
advised of the nature of the legisla-
tion by the FBI, vetoed the meas-
ure.

mer Senator Paul Carpenter, had
served as an intermediary be-
tween his employer and the under-
cover agent. During numerous
meetings with the agent, Shahahi-
an had made it clear that $20,000
in contributions would be required
in the Senate before passage of the
measure could be assured.

When faced with highly inerim-
inating tape recordings, photo-
graphs, and documentary evi-
dence, Shahabian agreed to work
with the government in its contin-
uing investigation. The sole prom-
ise made to the veteran legislative
aide was that any cooperation he
provided would be factored into de-
termining an appropriate disposi-

Continued page 4
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Federal prosecution of a California State Senator detailed from page 3

tion of his case. Try as he might,
Shahabian could not get prosecu-
tors to commit to a specific position
until he demonstrated his own
good faith. By keeping the ar-
rangement open-ended and holding
out the possibility of freedom, the
government{ provided an incentive
to Shahabian to work diligently
and to carefully follow instructions,

The 1986 undercover phase had
made it clear that those outside
the circle of Capitol influence were
dealt with cautiously. With Shaha-
bian now in tow, the investigation
was afforded the unigue opportuni-
ty to obtain recorded conversations
through the use of a Capitol insid-
er....

Shrimp Bill II was reintro-
duced as AB 4203 in basically the
same form as its predecessor on
February 19, 1988. Eventually AB
4203 was assigned to the Senate
Banking and Commerce Commit-
tee. Shahabian, who previously
had recorded conversations with
Senator Alan Robbins, now solicit-
ed Robbins’ advice. Robbins, a
member of the committee, apolo-
gized that he would be unavailable
for the hearing. Robbins recom-
mended that Shahabian contact
Senator Montoya. According to
Robbins, Montoya would support
passage of the bill in return for
money.

Following up on Robbins’ sug-
gestion, Shahabian arranged a
meeting with Montoya. Immedi-
ately upon mentioning the legisla-
tion, Montoya inquired whether
the shrimp company was “doing
well” and whether “they [could] be
helpful® to him. When Shahabian
responded that they had been very
generous in the past, Montoya
quickly agreed to look out for the
legislation at the upcoming Bank-
ing and Commerce Committee
hearing. Later in the conversation,
Montoya made it clear that he ex-
pected a $3,000 honorarium pay-
ment in return for his efforts.

Within days of this meeting, the
bill was heard by the Banking and
Commerce Committee. Montoya

attended, moved for the passage of
the bill, and voted for it.

One week after Montoya shep-
herded the bill through the com-
mittee, Montoya met with Shahabi-
an and the undercover agent at a
restaurant near the Capitol. Dur-

Montoya inquired
whether the shrimp
company was “doing
well” and whether
“they [could] be
helpful” to him....Later
in the conversation,
Montoya made it clear
that he expected a
$3,000 honorarium
payment in return for
his efforts.

ing the videotaped breakfast meet-
ing, Montoya received a check for
$3,000. Although during his trial
Montoya would claim the payment
was an “honorarium,” there was
never any discussion about the lep-
islation or its impact on California.
The undercover agent emphasized
to Montoya that the money paid to
the senator was in return for his
assistance in the passage of the
measure. Montoya acknowledged
the connection and assured the
agent that “I'll be there” when the
bill was to be voted on by the full
Senate floor.

The bill subsequently passed
through the Senate, with Mon-
toya’s vote, and was later vetoed by
the Governor.

Going overt

Prior to the veto, however, gov-
ernment officials confronted As-
sembly staffer Karin Watson. Ms.
Watson, who held an influential po-
sition in the minority leader’s staff,
had indicated to Shahabian in a
number of recorded meetings that
at least $12,500 would be neces-
sary in order to have certain as-
semblymen support the Shrimp
Bill. It was the government's hope
that, faced with her extortionate

statements, Watson would follow
Shahabian’s path and cooperate.
Such was not the case, though, and
when Watson rejected the govern-
ment’s proposal, an alternative
plan was put into action.

On the evening of August 24,
1988, immediately after Watson
departed from the interview, ap-
proximately 30 FBI agents entered
the State Capitol for the purpose of
executing search warrants at four
different legislators’ offices. These
warrants, obtained several days
before in anticipation of Watson’s
decision, represented the initial
step in the overt stage of the inves-
tigation.

Law enforcement officials real-
ized that with the execution of the
search warrants, the secrecy sur-
rounding the two-year undercover
operation would immediately
burst. Consequently, a clear-cut
game plan was agreed upon well in
advance of Watson’s confrontation.
Teams were designated to conduct
simultanecus interviews of numer-
ous witnesses whose names had
surfaced during the undercover op-
eration. Grand jury subpoenas
were prepared, and documentary
evidence that needed to be ob-
tained was catalogued. Because
preserving the integrity of the cov-
ert gperation had been the para-
mount consideration for two years,
traditional investigative tech-
niques had not been pursued.
Now, however, with the cat out of
the bag, personal financial docu-
ments, campaign statements, prop-
erty records, and interview of po-
tential extortion victims that had
been put on the back burner
loomed ahead.

An important source for poten-
tial criminal activity was provided
by the campaign statements and
the statements of economic inter-
ests filed by public officials. These
records not only revealed a list of
the politician’s contributors but
also gave investigators a profile of
their personal financial situations.

Continued page 5



Inside a “public corruption” prosecutiont from page 4

To analyze the mountains of docu-
ments gathered, the United States
Attorney’s office enlisted the expert
assistance of the Internal Revenue
Service early on in the overt phase.
A special agent was assigned full
time to the project, and others were
piven specific tasks to perform.

For a variety of reasons, particu-
lar focus was immediately placed
on Senator Montoya’s role in the
passage of Shrimp Bill IL. After es-
tablishing an investigative plan,
scores of individuals were contact-
ed. Efforts were undertaken to in-
terview lobbyists and citizens who
had an interest in particular bills,
as well as Montoya’s employees,
both past and present. More often
than not, witnesses, particularly
those who were in any way asso-
ciated with the Legislature, were
reluctant to testify. Apparently
recognizing the thin line that exists
between the bribery of a public offi-
cial and the extortion of a victim,
these witnesses professed ignor-
ance or simply refused to cooper-
ate. As a result, the prand jury
was used extensively.

Following the execution of
search warrants, a barrage of pub-
licity ensued. Fortunately, a num-
ber of public spirited individuals
who previously had legisiative
dealings with Senator Montoya
came forward to reveal demands
that he had made in conmection
with their bills. Each witness’
statement, of course, required a
great deal of corroboration and it
wasn't until the late spring of 1989
that the government was prepared
to present its proposed indictment
to the federal grand jury.

The indictment

In considering what charges to
bring, prosecutors immediately rec-
ognized the tremendous value of
the RICO statute. This most power-
ful eriminal weapon was well suit-
ed to attack the type of systematic
corruption demonstrated by Mon-
toya’s conduct. In essence, the
statute prohibits a person em-

ployed by an enterprise from par-
ticipating in the affairs of the en-
terprise through a pattern of racke-

lations of the federal extortion
statute known as the Hobbs Act.
In essence, the Hobbs Act prohibits
an individual from obtaining or at-
tempting to obtain property from
another under color of official

Federal District Court Judge Milton Schwartz:
“The system can live with people who are not
very competent. It can live with waste and
inefficiency. It can live with legislators who may
be lazy. It can survive all these things. But it
cannot survive legislators who say ‘my vote is for

o

sale.

teering activity. In order to
establish the requisite federal nex-
us, the enterprise must have en-
gaged in or had activities affecting
interstate commerce. Previous cas-
es had established that the “enter-
prise” itself could be the office of a
legislative official such as a state
senator. The pattern of racketeer-
ing activity was easily found in the
numerocus acts either by Montoya
and/or his staff of soliciting bribes
and extorting payments....

Another major consideration in
drafting the RICO count was to
permit the prosecution to join sev-
eral acts of criminal conduct in one
indictment that might otherwise
have been subject to a motion for
severance. Federal attorneys were
cognizant of the fact that each
monetary demand made by Mon-
toya to one witness had the tenden-
cy to corroborate and reinforce de-
mands made to other witnesses.
Prosecutors also feared that each
demand or bribe solicitation stand-
ing alone could arguably be ex-
plained by the defendant. Thus,
only by presenting numerous inci-
dents over a period of years that
were held together by common
characteristics would the jury be
able to fully comprehend the im-
pact and magnitude of Montoya’s
behavior.

The predicate acts chosen to
represent the “pattern of racketeer-
ing activity” were violations of the
state bribery laws. In addition,
Montoya was also charged with vio-

right. Unlike bribery, no quid pro-
quo is required to be shown. How-
ever, in the Ninth Circuit, mere
gratuities to a public official are
not prohibited by the Hobbs Act
unless the public official induces
the payments.

On May 17, 1989, a federal
grand jury returned a 12 count in-
dictment against Montoya and one
of his principal aides, Amiel Jara-
millo. In addition to charging
Montoya with the Eastern District
of California’s first RICO violation,
the grand jury also specified viola-
tions of the recently enacted mon-
ey laundering statute and the
Hobbs Act.

In 10 racketeering acts, the in-
dictment set forth specific instanc-
es in which Montoya or his aide en-
gaged in racketeering. Each
instance spelled out an event
where Montoya asked for some-
thing of value in connection with
some official activity by him as a
State Senator. In each of these
acts, Montoya was charged with
asking for a payment, such as a
campaign contribution or an hono-
rarium, in connection with identi-
fied legislative matters in violation
of state bribery laws or the Hobbs
Act.

Besides Montoya’s conduct dur-
ing the passage of the Shrimp Bill,
other instances included a demand
made to Ed Asner who served as a
representative of the Screen Ac-

Continued page 6



Montoya case from page 5

tor's Guild in 1985, a solicitation
made through Montoya’s staff to
two Sacramento lobbyists who were
associated with medical school leg-
islation, and the pressure tactics
employed against representatives
from the National Football League
Players’ Association and athletic
agents when various legislation af-
fecting their interests came before
Montoya.

Evidentiary issues

After Jaramillo was severed
from the case, United States Dis-
trict Court Judge Milton L.
Schwartz scheduled Montoya’s trial
for December 4, 1989. The defen-
dant, declaring that his intended to
run for his Senate seat in early
1990, insisted on an early trial
date.

Prior to the trial, the govern-
ment prepared to address three evi-
dentiary significant issues. First, it
was extremely important to con-
vince the court that witnesses who
had been solicited for bribes should
be able to testify as to their beliefs
and opinions concerning the defen-
dant’s conduct. This “state of
mind” testimony was critical to the
government’s proof since many of
the witnesses could not recall the
specifics of their conversations with
Montoya. Instead, they were uni-
formly able to say that based on
Montoya's words and actions, they
believed that something of value
would be required before he would
provide assistance to them....

The second major evidentiary is-
sue concerned the admissibility of
the tape recording between Shaha-
bian and Robbins wherein Robbins
directed Shahabkian to approach the
defendant....

The final evidentiary hurdle to
overcome dealt with the admissibil-
ity of Montoya’s misuse of his cam-
paign fund. The investigation had
revealed that the defendant had
routinely raided his fund, charging
personal items such as videos, en-
cyclopedias and clothing. Since the
indictment charged acts of bribery

and extortion, the question invari-
ably arose whether such “other
act” evidence would be viewed by
the court as too attenuated and
prejudicial to present to a jury. In-
iense efforts were made to per-
suade the judge that this evidence
was admissible since it provided a
motive for Montoya to solicit pay-
ments. And when the defense sug-
gested early in the trial that Mon-
toya used his fund for legitimate
campaign expenses, the door
SWUng open.

All three evidentiary 1issues
were decided in favor of the gov-
ernment....

The senlence

On April 26, 1990, Joseph Mon-
toya was sentenced to 78 months
in prison. Federal District Court
Judge Milton Schwartz who pre-
sided over the trial noted that “the
system can live with people who
are not very competent. It can live
with waste and inefficiency. It can
live with legislators who may be
lazy. It can survive all these
things. But it cannot survive legis-
lators who say ‘my vote is for sale.
I'm here to vote the way I am paid
and I will disregard the merits.”

In handing down his sentence
Judge Schwartz agreed with prose-
cuters that the defendant’s sen-
tence sheuld be enhanced on the
grounds that he had engaged in ob-
struction of justice during the trial.
Noting that he believed Montoya
had lied on the witness stand and
had withheld key documents that
had been subpoenaed by federal
authorities, the Judge added an
additional 15 months to Montoya’s
sentence....
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Attorney General
fﬂCGS COﬂﬂfoS from page 2

Corinne Watanabe serves under
Price as the First Deputy Attorney
(Jeneral. (mnce this happens, Price
has nothing more to do with the
matter. “I'm just out of the loop,”
he said.

Diverse financial interests

State records show, however,
that Himeno and Price face a vir-
tual obstacle course of potential
conflicts.

Business registration records
show that Sharon Himeno is secre-
tary and director of the Himeno
Corporation and, according to
Price’s financial disclosure on file
with the State Ethics Commission,
owns 40% of the company stock.

Stanley Himeno serves as chair-
man and CEQ of the corporation,
and his other daughter, Sandra Hi-
meno Okamoto, is president, while
his wife, Joyce, serves as treasur-
£er.

Joining the Himeno family as
members of the board are Sharon’s
law partners, Kenneth T. Okamoto
and Beitina W.J. Lum, as well as
Richard M. Okamoto.

The same cast of characters ap-
pear as officers of Regal Realty,
Inc., a real estate brokerage and
management firm.

The business interests of the
Himeno Corporation are not appar-
ent from the public record. Busi-
ness registration records describe
the company as engaged in the
rental of commercial property,
while Price’s personal financial
disclosure refers to it as a “real es-
tate development” firm.

The company holds the lease on
the former Airport Volkswagen
site, and has other real estate in-
vestments.

The most recent financial dis-
closure statement filed with the
State Ethics Commission by Attor-
ney General Price indicates that
Sharon Himeno retains ownership
of 2% of the stock in the Honolulu
Country Club, and has a 1/3-

Continued page 7
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interest in a real estate investmernt
partnership formed with her law
partners, Okamoto and Lum.

Himeno also reports that during
1990 she was a director of Hawaii
International Japan, as well as an
“advisory director” of Aloha Petro-
leum, and part-owner of a little
known company called Hawaii
Benefits, Ine.

Insider benefits?

Hawaii Benefits was incorporat-
ed in 1982 and seclected to adminis-
ter the state’s Deferred Compensa-
tien Plan, a program through
which public employees can reduce
current taxes by investing some of
their salaries in a variety of tax
shelters,

A closed meeting of the fledg-
ling plan’s Board of Trustees dur-
ing the 1982 selection process
brought charges of “insider” deal-
ings from then-Senator Neil Aber-
crombie,

According to a Honolulu Star-
Bulletin article of July 14, 1982,
Abercrombie charged at a news
conference that “the real reason
the meeting was held in secret is
because certain political insiders
are locked in a struggle to secure
the commissions on the multimil-
lion-dollar sales which will be gen-
erated by the Deferred Compensa-
tion Plan program.”

Abercrombie reportedly de-
clined to name the “insiders” but
said, “If that doesn’t stink, if that
doesn’t smell of setting someone
up, then what does?”

Abercrombie, now a member of
Congress representing urban Hon-
olulu, declined to discuss his earli-
er allegations with Hawait Moni-
tor, making it difficult to evaluate
the charges.

However, when their delibera-
tions were concluded, the Trustees
had awarded the exclusive, non-bid
contract to Hawaii Benefits, a
small company owned in part by
the Himeno family.

A company representative later
told the Board of Trustees that Ha-
wail Benefits had been started

with no assets and little capital.
Less than 10 years later, Hawaii
Benefits now administers a pro-
gram with 17,649 participants and
a total of nearly $188 million in-
vested. With more than $36 mil-
lion in deferred income invested
each year, the program is one of
the largest in the country, ranking
8th in the nation in annual defer-
rals, 12th in total participants, and
13th in total assets,

Hawaii Benefits’ contract was
extended last year for a five-year
term running through June 1996.

A family affair

Despite this growth, Hawaii
Benefits remains very much a fam-
ily affair,

State records show that when
the company was incorporated,
Sharon Himeno held 25% of the
stock while Sandra Himeno owned
10%. Stanley Himeno was one of
the original directors and today
serves as vice-chairman and direc-
tor.

Sharon Himeno told Hawaifi
Monitor that she continues to own
stock in the company and also
serves as the firm's attorney.

William D. “Billy” Bye, whose
firm, National Benefits, provided
similar services in Minnesota and
a few other states, owned 30% of
the start-up company and initially
served as vice-president and direc-
tor. Teoday Bye is chairman and
CEQ,

“Billy” Bye had earlier been the
business manager for the Minneso-
ta Vikings professional football
team under owner Max Winter,
and Winter has also been on the
Hawaii Benefits board since the
beginning,

Bye's son, James, is now presi-
dent of Hawaii Benefits, while
Mary E. Bye serves as corporate
secretary and Julianne Bye as
treasurer.

The Bye’s also continue as offi-
cers and directors of the Minneso-
ta-based National Benefits Inc.

James Ahloy, former president
of Aloha Petroleum, was an origi-
nal director of Hawaii Benefits and
remains on the board today.

Mehau joins Benefits board

Larry Mehau, the controversial
and politically influential Big Is-
land rancher, became a director of
Hawaii Benefits during 1989, ac-
cording to the corporation’s annual
report filed with the Department of
Commerce and Consumer Affairs.

A company spokesman said
that Mehau was named to the
board after acquiring shares in the
company from Stanley Himeno.

Price told Hawaii Monitor that
he didn’t have “the foggiest idea
who is on the board.” According to
Price, “I didn’t even know [about
Mehau’s position] until you asked
the question just now.”

However, while some observers
might find the business ties be-
tween the family of the state’s
hiphest ranking law enforcement
officer and Mehau surprising, At-
torney General Price told Hawai‘i
Monitor that he did not see any
potential problems,

“You mean because he [Mehaul
was investigated? As far as I
know,” Price said, “he hasn’t been
charged with anything.”
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According to Land and Power in
Hawaii, a book by Gavin Daws and
George Cooper, Mehau was the
subject of “vigorous criminal inves-
tigations from about 1978 till 1980
by three separate law enforcement
agencies, coordinated by the feder-
al Organized Crime Strike Force
and including a hearing of evidence
by an investigative grand jury....”
The investigation ended with no
charges heing brought.

Responding to a suggestion that
the relationship might still be ex-
pected to draw interest, Price re-
sponded, “Well, then, stand by for a
law suit from Larry Mehau when
he reads this question and an-
swer.”

Other family matters

Soon after becoming Attorney
General, Price asked the legisla-
ture to create a3 number of new po-
sitions, part of an effort to bring a
“fresh, non-government perspec-
tive” into the office. He promptly
named Sandra Himeng, Sharon’s
sister, to the newly created position
of “special assistant”.

According to Price, “When I
hired her I did not know that she
was going to become my sister-in-
law.” Price said that he had known
Sandra for years, and “was ex-
tremely fortunate” to convince her
to accept the position.

The job, which now pays
$57,800 annually, includes various
administrative responsibilities, in-
cluding legislative lobbying and li-
aison with the National Association
of Attorneys General.

Sales help erase debts

At the time that he took office,
Price was dealing with both a pend-
ing divorce and a financial situa-
tion which he termed “desperate”.

In a “position statement” filed
as part of the divorce action, Price
said that he and his former wife
had a lifestyle that “far exceeded
their joint incomes,” and conse-

quently had “relied heavily on
charge cards, personal leans and
lines of credit to pay for their ex-
penses.”

In addition to three mortgages
on two family homes, court docu-
ments describe debts which includ-
ed tens of thousands of dollars in
credit card charges, personal loans,
and lines of credit, an estimated
$90,000 in unpaid taxes dating as
far back as 1983, a $31,000 loan on
a “tax shelter” which was in de-
fault, and $350,000 in corporate
and personal debt stemming from
problems facing his wife’s travel
agency, Plaza Unique Travel,
which filed for bankruptey in late
1986,

In order to settle the divorce
and resolve their financial prob-
lems, Price and his former wife
agreed to sell their two homes.

Property tax records and Price’s
financial disclosure statement
show that their home on Kalalau
Street in Hawaii Kai, where the
couple had lived until 1982, was
sold to Gensiro Kawamoto in De-
cember 1987 for $313,191. Kawa-

moto gained notoriety for purchas-

June 1991 »

ing more than 100 residential prop-
erties on O‘ahu and later became
embroiled in a controversy with
the state over plans for building af-
fordable housing.

Price says that Kawamoto “saw
the listing and he called up. TI've
had no other dealings with Mr.
Kawamoto except that.”

The second home, located at
Wailupe Circle, was reported sold
in September 1988 to the Himeno
Corporation,

The Himeno Corporation paid
$750,000, which Price described as
“almost the price we were asking
for it, which is what we agreed to
hold out for.”

The “fair treatment” provision
of the state ethics law appears to
bar a state employee from “solicit-
ing, selling, or otherwise engaging
in a substantial financial transac-
tion with a subordinate or a person
or business whom the...employee
inspects or supervises in the
...employee’s official capacity.”

However, it is uncertain how
this provision would be applied in
a situation involving such a mix of
family, business, and personal rela-
tions. ¥
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