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“LOANS” BYPASS CONTRIBUTION LIMITS

A loophole in state law allows
candidates for public office to accept
funds in excess of legal contribution
limits as long as the funds are des-
ignated as “loans”. Loans that ex-
ceed the $2,000 contribution limit
are apparently considered legal by
the Campaign Spending Commis-
sion even if the funds are never re-
paid.

No legal restrictions or require-
ments are imposed by the Commis-
sion, and the Commission’s practice
has been to allow virtually any con-
tribution to be designated as a loan
by the candidate or the candidate’s
campaign comimittee.

For example, D.G. “Andy” An-
derson campaign for governor in
1986 was boosted by a $100,000
loan from campaign chairman Vale-
rie Mendes. The $100,000 payment
was received on September G, 1986
and has been carried on the cam-
paign’s books since that time.

According to reports filed with
the Campaign Spending Commis-
sion, no interest payments have
been made and none of the money
has been paid back in the ensuing
four and a half years.

Anderson’s running mate in the
1986 election, John Henry Felix,
also carries substantial outstanding
loans from that campaign. Accord-
ing to campaign reports, the Felix
campaign owes $16,800 to former
campaign chair Walter Tagawa and
an additional $10,000 to a Felix
business associate. Both loans
were made during the 1986 cam-
paign.

Felix was elected to the Honolu-
lu City Council in a 1988 special
election, and was re-elected last
year.

Tagawa, an architect, was chair-
man of the Felix campaign in 1986,
and later headed Neil Abercrom-

bie’s 1988 bid for the City Council
as well as Abercrombie’s successful
1990 run for Congress.

The Campaign Spending
Commission has never
adopted rules or
guidelines for loans, and
has no way to distinguish
a contribution, which
cannot exceed $2,000, from
a loan which is not subject
to the limit.

These are just a few examples of
transfers of money for campaign
purposes which would have been
improper if treated as “contribu-
tions” but have been allowed be-
cause they were called “loans.”

An absolute promise to repay?

State law specifically provides
that a loan is not considered to be a
contribution and, therefore, is not
subject to the normal contribution
limit of $2,000 per election, A cam-
paign loan is defined as “an advance
of money, goods, or services, or a
guarantee, endorsement, or any oth-
er form of security, with an absolute
promise to repay.”

However, the Campaign Spend-
ing Commission has not adopted
any rules or guidelines regarding
what constitutes “an absolute prom-
ise to repay.” As a resuit, the Com-
mission has no way to distinguish a
contribution, which cannot exceed
$2 000, from a loan which is not
subject to the limit.

In practice, according to Jack
Gonzales, executive director of the
state Campaign Spending Cominis-
sion, “there’s no restrictions on
loans.” “We've got a problem,” he
said.

Gonzales explained that state
law does not require a written loan
agreement, interest payments, or a
specific due date. He said that while
the law requires a promise to repay,
“it doesn’t require repayment with-
in a certain period.”

Gonzales said that a candidate
or campaign committee may choose
to carry an unpaid loan on their
books indefinitely. He noted that a
political committee must file reports
with the Campaign Spending Com-
mission as long as they have funds
or outstanding loans. However,
Gonzales said that no other require-
ments exist.

“Even if they never pay it back,
as long as they continue to file re-
ports there’s no other obligation,”
(Gonzales said. “There’s nothing
that requires that they retire the
loan.”

Loans in federal elections

Loans are handled quite differ-
ently under federal law. The Feder-
al Election Campaign Act treats
any loan as a contribution and sub-
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No rules on loans, Com

Ject to contribution limits unless the
loan is obtained from a commercial
lending institution “in the ordinary
course of business.”

Loans from individuals are sub-
ject to the same $1,000 limit as oth-
er contributions. In order to exceed
the contribution limit, commercial
loans must have a written agree-
ment assuring repayment, and must
have a specified due date or pay-
ment schedule. In addition, the
loan must bear “the usuwal and cus-
tomary interest rate of the lending
institution for the category of loan
involved.”

Federal law also provides that
any endorser or guarantor of a loan
is considered to have made a cam-
paign contribution of the amount of
their potential liability.

Restrictions on loans such as
those imposed by the Federal Elec-
tion Campaign Act are considered
important elements of campaign
law by the Council on Governmental
Ethics Laws (COGEL), a profession-
al organization made up of agencies
responsible for management of cam-
paign finance and ethics law en-
forcement, COGEL has warned
that “loans are often used to circum-
vent contribution limits” and recom-
mends that states adopt loan re-
strictions.

Loans from candidates

Loans from candidates to their
own campaigns have also been used
to bypass the limit for contributions
from a candidate or their immediate
family. State law limits candidates
and their families to a total contri-
bution of $50,000 “in any election
year.”

However, Honolulu City Council
member Andy Mirikitani reports
campaign loans from his family to-
talling over $267,500 as of Decem-
ber 31, 1990. Some of the total was
actually incurred during Mirikita-
ni’s unsuccessful 1988 campaign
against John Henry Felix.

Mirikitani said earlier that his
reliance on family money allowed
him to remain independent of spe-
cial interests.

mission says from page I

Big Island Mayor Lorraine In-
ouye borrowed over $125,000 from
her husband to fund her successful
CAINpAign.

State Representative Duke Bai-
num reported raising $107,393

After an election, many
people may wish to
contribute to a winning
candidate, knowing that
their contributions will go
from the committee directly
to the candidate’s personal
coffers as repayment for
the loan.

prior to the general election, of
which $92,800 came from himself
or members of his family. Bainum
was a surprise winner over vete-
ran Joan Hayes in the primary.

Bainum told Hawaii Moanitor
that “I am now able to sit here and
not be beholding to anyone.,” Bai-
num said that he had two options,
to “beg for charity or lean myself
money. If I don’t believe in myself
enough to risk my own money, how
can 1 expect others to?”

Kauai lawyer Martin Wolff also
spent substantial amounts of his
own funds in an unsuccessful bid
for mayor.

In these and other examples
from the 1990 election, candidates
were able to exceed the $50,000
cap by treating their personal or
family funds as “loans” rather than
as contributions.

The Campaign Spending Com-
mission would normally enforce
the $50,000 limit, according to
Jack Gonzales,

In one case considered at the
beginning of this year, the Cam-
paign Spending Commission deter-
mined that the “significant other”
of an unmarried candidate would
not qualify as a family member.
Without a lepal marviage the regu-
lar $2,000 contribution limit ap-
plies, the Commission said.

However, Gonzales said, “if
loans are involved then I've got a
problem since there’s no restric-
tions on loans.”

i
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Large loans from candidates
canse a special kind of problem.
As noted by COGEL, “in the case
of a winning candidate, when a
debt is retired, or contributions ac-
cepted after an election, many peo-
ple may wish to contribute, know-
ing that their contributions will go
from the committee directly to the
candidate’s personal coffers as re-
payment for the loan or contribu-
tion made by the candidate.”

This link from ‘the campaign to
a candidate’s personal account
may lead to greater special inter-
est pressures on candidates as
they attempt to raise money to re-
pay themselves for outstanding
personal loans.

Evading limits

Gonzales acknowledged that
loans can be used to get around
both contribution limits and the re-
strictions on expenditure of per-
sonal and family funds. “That’s a
real problem area,” Gonzales said.

Gonzales said that more candi-
dates would probably take advan-
tage of the “loan” loophole if it
were more widely understood. “I
fry not to advertise it,” he said.
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DEVELOPER CONTRIBUTES WHILE SEEKING APPROVALS

While developer Sukarman Su-
kamto was making substantial con-
tributions to Henolulu Mayor
Frank Fasi and members of the
Honolulu City Council, Sukamto’s
proposed Waikiki Landmark condo-
minium development was seeking
vital City approvals that it needed
in order to proceed.

As reported in the January 1991
issue of Hawai‘i Monitor, Sukamto-
related individuals and companies
contributed more than $13,000 to
Fasi's 1988 re-election campaign,
and added at least $3,000 during
the first half of 1980. Other contri-
butions were made to members of
the Honolulu City Council.

The Waikiki Landmark is a
mixed use residential and commer-
cial development featuring 188 resi-
dential condominium units which is
now under construction in the 2-1/2
acre parcel bounded by Ala Wai,
Kalakaua and McCully.

Waikiki Landmark Partners is
developing the $130 million project.
Business regisiration records show
that the general partner is SHC-
Landmark, Inc., which is headed by
Sukamto.

The project hit the news last
March when the Masquerade night-
club and other businesses on the
site were demolished while tenants
claimed to still have valid lease
agreements.

There is no direct evidence to
suggest that campaign contribu-
tions had any impact on the treat-
ment accorded the Waikiki Land-
mark and its developer, although
some of those involved continue to
nurse their private suspicions.

However, one function of the
public disclosure of campaign con-
tributions is to allow voters to be
alert to circumstances where poten-
tial conflicts of interest exist. Un-
der such circumstances, an alert
and aware electorate can help to de-
ter favoritism based on the influ-
ence of actual or promised cam-
paign support.

With this it mind, it is interest-
ing to lock back at the history of
this particular development.

A landmark project

A Hounolulu Advertiser story in
December 1987 first noted Sukam-
to’s “hope” to build a mixed use
high rise project on the so-called
“Waikiki Triangle” property.

The Advertiser reported that
Sukamto had purchased the lease
on the property from developer L.
Robert Allen for $8 million.

By September 1988, a prelimi-
nary environmental impact assess-
ment had been prepared and pub-
licly circulated for comments, and
a draft environmental impact
statement (EIS) was completed 1n
March 1989.

Sukamto appears to have had
some difficulty gaining the neces-
sary approval of the EIS. The
City’s Department of Land Utiliza-
tion (DLU), which had to give its
okay before the project could pro-
ceed, raised a number of pointed
ohjections.

In a letter dated April 28, 1989,
then-DLU director John P, Whalen
said that “existing zoning repula-
tions would not permit the pro-
posed development.”

Whalen questioned whether the
plans exceeded allowed density
and whether a primarily residen-
tial project was consistent with the
scommercial emphasis mixed-use”
designation of the area,

He also questioned the proposed
building design, which includes
two 320-foot towers connected at
the top five floors. Whalen’s letter
stated that this design “would in-
crease the visual bulk and shadow
impact on surrounding areas”
when compared to a simpler design
featuring two free standing towers.

These and other problems led
the developer to withdraw the en-
vironmental impact statement on
November 2, 1989, A revised draft
was re-submitted on November 20
after efforts were made to respond
to the major concerns.

Delays in the process of gaining
approvals, as well as subsequent

problems moving tenants from the
site, were costing the developer
money.

In sworn depositions taken in
February 1990 as part of a related
civil lawsuit, Sukamto representa-
tive Colby Jones said that the pro-
ject “has a sizable loan with a siza-
ble amount of interest accruing
daily.”

Although he declined to put a
dollar figure on the losses, Jones
indicated that they were a problem.

Favorable changes

In the next month, two events
took place which apparently great-
ly improved the project’s chances of
approval.

In mid-December, John Whalen
was replaced by Don Clegg as the
divector of the Department of Land
Utilization.

Clegg, who had been the city’s
chief planning officer and head of
the Department of General Plan-
ning, was also a campaign activist
in charge of on-going polling opera-
tions for the Republican Party of
Hawaii. These polls, which were
aimed at improving the Republi-
can’s chances in the 1990 elections,
had gotten underway months earli-
er in the summer of 1989.

The second fortunate event for
Sukamto’s development was pas-
sage by the City Council of a pack-
age of amendments to the city zon-
ing laws. The amendments
altered the way that allowable
building densities are calculated.
The changes favored the Waikiki
Landmark’s way of figuring densi-
ties, which had previously been
questioned by Whalen.

Another amendment specifically
authorized multi-family residential
dwellings as a permitted use in a
gmall section of Waikiki which in-
cluded the project site.

In January 1990 a revised Final
EIS was submitted, and approval
was pgranted by Clegg and the De-
partment of Land Utilization on
February 21, 1990.

Continued page &



Courts say some “contributions” questionable

BONA FIDE CONTRIBUTIONS OR BRIBES?

Can a campaign contribution be
considered a bribe? According to at
least two court rulings, the answer
is “yes”.

The U.8. Supreme Court is now
reviewing a ruling that a campaign
contribution from a lobbyist can be a
bribe. The case, U.8. v. McCormick,
involves a legislator in West Virgin-
ia who was convicted of violating a
federal law prohibiting political ex-
tortion. The legislator had solicited,
and accepted, campaign contribu-
tions from a group of foreign doctors
lobbying for specific legislation,

The Fourth Circuit Court of Ap-
peals upheld the conviction and re-
jected the legislator's argument that
he had simply accepted but failed to
report a campaign contribution,

Actual intent

The court held that whether a
payment is to be considered a cam-
paign contribution or a bribe is de-
pendent on “the actual intent of the
parties.”

In addition, the court identified a
number of factors that might be con-
sidered in determining whether a
candidate has received a lepitimate
campaign contribution or a bribe:

“(1) whether the money was re-
corded by the payor as a cam-
paign contribution, (2) whether
the money was recorded and re-
ported by the official as a cam-
paign contribution, (3) whether
the payment was in cash, {4)
whether it was delivered to the
official personally or to his cam-
paign, (5) whether the official act-
ed in his official capacity at or
near the time of the payment for
the benefit of the payor or sup-
ported legislation that would ben-
efit the payor, (6} whether the of-
ficial had supported similar
legislation before the time of the
payment, and (7} whether the of-
ficial had directly or indirectly so-
licited the payor individually for
the payment.”

Edward D. Feigenbaum, editor
of the political newsletter Indiana
Ingight and an expert in the area of
campaign finance, predicts that the
Supreme Court will uphold the de-
cision in a ruling later this Spring.
Feigenbaum believes that the Se-
preme Court “may serve to effec-
tively rewrite the rules for contribu-
tions by lobbyists--or the willing-

“I1]t is not the use to
which the money may be
put, but it is the purpose
for which the money was
paid that controls.

ness of legislators to personally so-
licit and receive them,”

Selling official acts?

The Supreme Court of the State
of Georgia reached a similar conclu-
sion in the case of The State v.
Agan, decided in late 1989.

This case involved the the Hono-
rary Turkish Consul in Atlanta, a
Mr. Agan, who had sought a build-
ing height variance to allow con-
struction of a hotel on his property.

After having been turned down
twice, Agan submitted a third ap-
plication for the variance. This time
around, he told two county commis-
sioners that a number of friends
wanted to contribute to their cam-
paigns, and he later turned over en-
velopes containing checks made out
as “campaign contributions”.

Apgan was charged with bribery
and brought to trial under state
law, During the trial, the jury was
instructed that bribery occurs when
someone gives or offers to give a
public official “any benefit, reward,
or consideration to which he is not
entitled with the purpose of influ-
encing him in the performance of
any act related to the functions of
office.” It was also explained that
campaign contributions are given
“for the purposes of influencing the
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nomination for election or election
of any person for office....”

The jury was then told that “it is
not the use to which the money may
be put, but it is the purpose for
which the money was paid that con-
trols.” In other words, if the money
is given for election purposes then it
is a campaign contribution, but if
given to influence official action it
can be considered a bribe.

The defendants appealed, and
the Georgia Court of Appeals threw
out the conviction. The Appeals
Court found that if money given to
a public official qualifies as a cam-
paign contribution, then by defini-
tion it cannot be a bribe.

The Georgia Supreme Court re-
jected this argument, and found in-
stead that the bribery law is not af-
fected by the state’s campaign
spending law. The Court ruled that
although a particular transaction
might be considered a campaign
contribution for disclosure and oth-
er purposes, it could also be found
to violate the bribery statute,

In explaining its decision, the
Georgia Supreme Court comment-
ed:

“Citizens of Geargia have every

right to try to influence their
public officers--through petition
and protest, promises of political
support and threats of political
reprisal. They do not have, nor
have they ever had, the Tright’ to
buy the official act of a public of-
ficer. Public officers are not pro-
hibited from receiving legitimate
financial aid in support of nomi-
nation or election to public office.
They do not have, nor have they
ever had, the ‘right’ to sell the
powers of their offices.”

In a footnote, the Court ex-
pressed concern over adoption of
any approach under which corrupt
practices would proliferate.  The
Court cited a story in an Atlanta
newspaper concerning a millionaire

Continued page 5



No rules for handling loans, Commission says
Jfrom page 2

“l don’t pinpoint those areas [in
the law] that are weak,” Gonzales
said, adding that “most candidates
aren’t aware of those options,”

Gonzales said that he has been
trying to get the legislature to close
this and other loopholes, but has not
been successful. He pointed out
that candidates “make all kinds of
promises” about campaign finance
reform when they are running, but
once elected these promises remain
unfulfilled.

Constitutional questions

Although the Hawai‘i law placing
a cap on personal and family spend-
ing has not been directly chal-
lenged, there are indications that it
might not successfully withstand a
constitutional challenge.

In its landmark decision in the
case of Buckley v. Valeo, the U.S.
Supreme Court struck down a simi-
lar federal restriction on the expen-
diture of personal funds by a candi-
date.

In its decision, the Supreme
Court noted that a ceiling on per-
sonal expenditures by candidates re-
stricts the ability of candidates to
engage in protected First Amend-
ment expression,

Contributions or bribes?
from page 4

who handed out $10,000 checks on
the floor of the Texas Senate while
legislation that interested him was
pending. The millionaire said that
the checks were not bribes but rath-
er campaign contributions. The
Texas district attorney was quoted
as saying that it would be difficult
to sustain a bribery charge because,
“in Texas, it’s almost impossible to
bribe a pullic official as long as you
report it....”

The Georgia Supreme Court also
rejected the argument that bribery
can only be found were a public offi-
cial “apgrees to an explicit quid quo
pro, i.e., an explicit purchase of an
explicit official act.” B

The Court found that candidates
have no less First Amendment
rights than others to “vigorously
and tirelessly” advocate their own
election.

It seems quite likely,
based on the U.S. Supreme
Court’s 1976 ruling, that
the state’s limit on a
candidate’s expenditure of
their own personal funds
would be found
unconstitutional.

The court said that “it is of par-
ticular importance that candidates
have the unfettered opportunity to
make their views known so that the
electorate may intelligently evalu-
ate the candidates’ personal quali-
ties and their positions on vital
public issues choosing among them
on election day.”

Although the prevention of actu-
al or apparent corruption justifies

Sukamto’s Landmark
from page 3

Continuing troubles

Problems for the project did not
end with DLU’s approval. Colby
Jones says that he was “told as
manager of the property to move
the tenants out because we have got
money that we are losing the longer
it takes to keep this project from
starting to materialize and go up.”

Attempting to push the project
forward, an unlicensed company
was paid to demolish the Masque-
rade nightclub and other buildings
on the site,

According to Lynn Minagawa, an
attorney with the state’s Repulated
Industries Complaints Office, legal
action was taken against the unli-
censed contractor which resulted in
a fine of $5,000. Another contract-
ing firm which assisted the effort
was fined $500. Other litigation in-
volving former tenants is pending. §

limits on campaign contributions
from others, the Supreme Court
ruled that this justification would
not apply to a candidate’s expendi-
ture of their own personal funds.

“Indeed,” the Court said, “the use
of personal funds reduces the candi-
date’s dependence on cutside contri-
butions and thereby counteracts the
coercive pressures and attendant
risks of abuse to which the Act’s
contribution limits are directed.”

However, the Supreme Court’s
action addressed only the expendi-
ture of a candidate’s personal funds,
The Court left intact contribution
limits as applied to members of a
candidate’s immediate family, in-
cluding a spouse, as well as chil-
dren, grandparents, a brother or sis-
ter, or their spouses.

In a footnote, the Supreme Court
referred to the legislative history of
the Federal Election Campaign Act,
citing a Conference Committee re-
port which expressly provided that
family members would be subject to
the same contribution limits as oth-
e persons.

“Although the risk of improper
influence is somewhat diminished
in the case of large contributions
from immediate family members,”
the Court wrote, “we cannot say
that the danger is sufficiently re-
duced to bar Congress from subject-
ing family members to the same
limitations ag nonfamily contribu-
tors,”

It seems quite likely, based on
the U.S. Supreme Court’s clear rul-
ing, that a constitutional challenge
to the state’s limit on personal
spending would succeed in striking
down this provision of Hawai'i law.

But while allowing unlimited use
of personal funds, federal laws have
much more restrictive definitions
than in Hawai‘. For example, per.
sonal funds must have been under
the control of the candidate prior to
the campaign, and only that portion
of jointly held funds attributable to
the candidate may be considered
personal.

If a candidate borrows apainst
the equity in a jointly held home,
federal law usually allows only half
of the amount to be utilized. ¥
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HANNEMANN RESPONDS

The following letter was received from Mufi Hannemann in response to
comments printed in December’s "Monitoring in brief” column.:

“Your December Hawait Moni-
tor article gave the false and libel-
ous impression that C. Brewer and
Company conveniently increased
my salary to support my 1990 cam-
paign for Congress.

You blatantly implied that C.
Brewer directed more than
$100,000 into my campaign
through a doubling of my salary
which, if true, would have been
highly unethical,

The increase in earnings from
$92,315 in 1989 to $193,667 as of
July 1990 was due to a prometion
and, more importantly, reflected my
having “cashed in” on stock options
1 earned during my five year ten-
ure.

It is regrettable that while you
placed a call to my office to confirm
the date of my unpaid leave of ab-
sence, you made no attempt to clari-
fy the earnings inerease. If you had
bothered to check with anyone in a
position to know, you would have
discovered that $126,167 of my re-
ported earnings during that period
were a result of my having cxer-
cised these previously earned stock
options. The balance of $67,500,

therefore, is directly attributable to
my salary and performance honus.

As you correctly reported, I was
on leave of absence from July 1,
1990, and returned to work on No-
vember 16. You should know that
during this period, not only did 1
forgo my salary, but I reimbursed
the company for rent, health and
medical benefits, club membership
dues, and other expenses involving
perquisites to which [ was entitled.

The Hawait Manitor seems to
pride itself on bringing to light the
abuses plaguing campaign financ-
ing. However, your mere reportage
of spending report statistics, with-
out amplification and analysis, was
not just or fair. The false conciu-
sions contained in the article were
an unwarranted and damaging at-
tack on my integrity, C. Brewer’s
reputation, and a disservice to your
readers,

Thank you for this opportunity
to respond.”

Sincerely,

M&‘:%a&m

Editor’s comments:

Mr. Hannemann was invited to
share his views with Hawai't Moni-
tor readers after he wrote com-
plaining about the item in Decem-
ber’s “Monitoring in brief” colummn.
His letter, reprinted here in full, in-
cludes some interesting details con-
cerning the salary and stock
options which he received while

ingness to put his concerns into
writing and to enter into a public
debate on the issues is appreciated
and should be acknowledged.

It is obvious that the nature and
terms of Hannemann’s employment
with C. Brewer and Company are
matters of public concern and in-
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terest, which is precisely why candi-
dates for federal office are required
to disclose their finances. Further,
both Mr. Hannemann and his for-
mer employer must be aware that
their relationship, sustained
through two Congressional cam-
paigns, is a legitimate subject of
analysis and comment.

It is important to review these
matters in detail because of the se-
riousness of Hannemann’s com-
plaint and the accusatory language
which he has chosen to use.

The candidate discloses

It is true that Hannemann has
now provided additional details re-
garding income which he received
from the exercise of C. Brewer stock
options, but was Hawaii Monitor ir-
responsible for not digging out this
information earlier?

It should be noted that the origi-
nal salary data reported by Hawai'i
Monitor was provided by Hanne-
mann himself, As a candidate for
Congress, Hannemann was re-
quired to complete a personal finan-
cial disclosure statement pursuant
to the Ethics in Government Act.

The form completed by each can-
didate advises in bold type that the
statement will be made publicly
available “to any rvequesting per-
son.” The document’s public char-
acter, and its potential role in shap-
ing public reactions to the
candidate, are never in doubt.

Hannemann's own financial dis-
closure statement was signed and
dated on September 13, 1990 and
filed with the clerk of the U.S.
House of Representatives. A copy is
filed and available for inspection at
the offices of the state Campaign
Spending Commission.

The financial disclosure form in-
structs candidates to specify the na-
ture of any income received: “The

Continued next page

an employee of C. Brewer.

Exerpt tfrom Hannemann’s federal financial disclosure report:

However, Hawaif Monitor | Theseurce. type, and amount of income (except income reported below in F"art 118} aggre%a;i;:i:;an:fr;‘;;:gmu‘;:;vt;;;:ﬁ;
believes its original comments | source during the PRECEDING CALENDAR YEAL and the CURRENT CALENDAR ¥ a .

: . . IF NONE, 50 STATE.
were neither unfair nor libelous. TYPE AMOUNT

. . . . YEAR
The basis for this judgement is | V% 193,667
spelled out below. At the same | C. Brewer & Co. Ltd. 1990 ﬂi—ah%%ﬁ% ~97.3185.
time, Mufi Hannemann’s will- |_G. Brewer & Co. Ltd. 983 satarn AR :

—_——————

-
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Hannemann responds from page 6

type of income should be identified
as salary, commission, pensions,
honoraria, dividends, interest, ete.”

Hannemann himself described
income received from C. Brewer dur-
ing both 1989 and 1990 using the
phrase “salary, bonus”. The same
label was applied to each year's en-
try. This portion of the financial
disclosure statement is reprinted on
page 6.

In addition, Hannemann did not
elect to use the separate section of
the form provided for reporting of
“dividends, interest, rent, and capi-
tal gains,” although this would ap-
pear to have been the place to report
any capital gains resulting from the
exercise of his stock options.

The simple point is that if Mr.
Hannemann felt that it was impor-
tant to distinguish his salary from
the income which he received from
stock options, then he could easily
have reported it in this fashion.

Candidate Hannemann chose not
to make that distinction in Septem-
ber 1990, but now charges that
Hawaii Monitor was irresponsible
for failing to make the distinction
for him a few months later. This is
not a reasonable complaint.

Hannemann’s latest deseription
of his remuneration at C. Brewer is
certainly more complete, and the ad-
ditional details that he now pro-
vides concerning stock options
may indeed be significant for
some purposes. However, it
does not follow that Hawai'i
Monitor should be faulted for
relying on the public disclosure
previously prepared by the can-
didate himself.

A supportive employer?
Hannemann is also offended
by Hawai'i Monitor’s view that
his campaign benefited from
“the support of his employer.”
Hannemann acknowledges
that he was a C. Brewer em-
ployee for just five years, He
joined the company as a young
man fresh from the experience
of being a White House Fellow
in Washington, but apparently L
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without substantial business experi-
ence. He resigned to make his first
run for elective office in 19886, then
rejoined the company until he went
on leave to conduct last vear’s cam-

Candidate Hannemann
chose not to make a
distinction between salary
and stock options in
September 1990, but now
charges that Hawai‘i
Monitor was irresponsible
for failing to make the
distinction for him a few
months later. This is not a
reasonable complaint.

paign.  According to his own fig-
ures, Hannemann was paid a salary
of $67,500 during the first six
months of 1990. On an annualized
basis, this would have been an in-
crease of some 46% over what he
was paid the year before.

In addition to this handsome sal-
ary, Hannemann received stock op-
tions, lived at least part of the time
in a Brewer-owned house, and re-
ceived other perquisites from a ¢om-
pany which was surely not unaware
of his pelitical ambitions.

But there is a broader point to be
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made here. In Hawai‘i politics,
some people get “taken care of” in
ways that leave the rest of us in
awe.

The reasons, legitimate or other-
wise, are not always clear. “Con-
nections,” sometimes family rela-
tions, have something to do with it.
Service to the political establish-
ment, past or prospective, also
counts for something. But the par-
ticular attributes that set the
anginted apart from the others re-
main something that we can usual-
ly only speculate about.

Having said this, it is difficult to
avoid the conclusion that Maufi
Hannemann is one of the “fortu-
nate” few, and this was certainly
the underlying point of Hawai’i
Monitor’s original comments.

Hannemann’s tacit selection as
the standard bearer of the main-
stream of the state’s Democratic
Party in two Congressional cam-
paigns and his recent appointment
as director of the Office of Interna-
tional Relations attest to his status.

Despite his protestations, and
his threatening references to libel,
it was not unreasonable for Hawai'
Monitor to surmise--and to state in
print--that Mr. Hannemann’s cam-
paign benefited from the support of
C. Brewer, just as it benefited from
the support of other parts of the po-
litical establishment.
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D uring 1990, Hawaiian Airlines
was struggling financially but still
managed to make its share of cam-
paign contributions. The company
contributed interisland tickets to a
number of candidates who had to
travel as part of their campaigns,
including Governor Waihee, Lt.
Gov. Cayetano, and various mayo-
ral candidates in Maui County,
where the necessity of multi-island
campaigning creates financial
hardships.

But during last year’s legisla-
tive session, Hawaiian also gave
tickets to three legislators who
have no campaign need for interis-
land travel.

Representative Paul Oshiro,
who represents Ewa Beach and
Waipahu, received 10 interisland
tickets valued at $250, while Rep.
Romy Cachola from Kapalama got
20 tickets worth $500.

On the Senate side, Milton
Holt, who represents parts of cen-
tral Honolulu, also received 10
tickets.

Monitoring in brief...

Although none had any interis-
land campaign work, Oshiro chaired
the House Transportation Commit-
tee while Cachola and Holt headed
the House and Senate committees
on Tourism.

Like other coniributions received
during the session, these gifts of
travel were not disclosed until
months after the session ended.
And unlike cash contributions, the
ultimate use of these tickets is not
reported to the Campaign Spending
Commission.
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In early November, City Council
member Andy Mirikitani’s cam-
paign organization received a total
of $10,000 from developer Thomas
T. Enomoto, his brother Dennis En-
omoto, and three Enomoto-related
companies. The three companies

are Dura Constructors, Ramco, and
Land Process Service Corporation.
However, three of the $2,000
checks were reported returned to
the donors on January 30, 1991,
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The returns followed publication of
Howaii Monitor's December issue,
which described other instances in
which the Enomote group appears
to have exceeded contribution lim-
its.
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From the Maui News...

“If anyone thinks that a political
campaign contribution will influ-
ence an elected official, then lobby
to change the law regarding contri-
bution limitg or prohibit contribu-
tions altopether.

Let’s be fair and objective about
this matter. Making an assumption
that a lawful contribution to a polit-
ical campaign will automatically in-
fluenice a vote is not my idea of fair-
ness....”

Alice Lee, Maui County Council,
in response to suggestion that
those receiving contributions
from Sports Shinko should

not be allowed to vote on the
developer’s proposed hotel in

Pukalani.
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