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CHAI RVAN H RANAGA: | would like to call the

neeting to order. |In attendance, Dorothy Pyle, M ke Nobriga,

Cl ark Hashi noto, Sally Rai sbeck, and Kenneth Okanur a.

| s there anyone here that w shes to provide

testinony fromthe public?

Ckay. The agenda itemis review, discussion,

possi bl e recommendati on regardi ng Fi scal Year 2004-2005

Operating and CIP Budget. And turning it over to the

D rector.

MR. TENGAN: Thank you, M. Chair. Today we have
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presentations on the Operating and CI P budgets. Although we

have turned in our budgets to the Mayor's O fice already, the

Mayor has until March 15th to turn in the budget to the

Counci | .

But we are working with a little different

tinmetable, in that the budget has to go to the printers, |

believe, by the -- sonetine next week early.

What | foresee could happen, although the Board

hasn't had any input on what was sent up to the Mayor's

Ofice, if the Board cones up with recomendati ons, those

recommendati ons coul d possibly be forwarded to the County
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Council for their consideration.

So, | don't think this is an exercise that we are

just going through that nothing can result out of it. So, if

the Board could provide input, we can forward that to -- those
concerns to the Mayor and to the County Council also. | wll
turn it over to -- | believe Holly is on first.

MS. PERDI DO Good norning, Chairperson H ranaga

and Board Menbers. As you know, ny nane is Holly Perdido. |

amthe fiscal officer for the Departnent, and | wll be

presenting a brief overview of our proposed Fiscal Year 2005

Oper ati ng Budget .
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Foll owi ng ny presentation, Wendy will give a brief

presentation on the CIP portion of the budget. Before we

begi n our presentation, | just want to point out our Board's

m ssion statenent is to provide clean water efficiently. Qur

Departnment strives to neet this m ssion.

|'"d like to start with a general overview of the

Departnment. This slide depicts the growh of neter sales from

27,918 custoners in 1996 to 31,680 custoners in 2003. As of

January 31st, 2004, we have about 32,026 custoners.

The Departnent has an approximate grow h rate of
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about two percent or around 600 custoners per year. The

figures in this slide are fromour audited financials. W

give a copy to the Board every year. | think nowit's com ng

out in your annual report instead of giving you a separate

copy.

Operati ng revenues and expenses are depicted in
this graph. QOperating revenues in 2003 were 28.6 mllion and
expenses were 28.8 mllion. Revenues increased 1.2 mllion
this year and consunption increased about 382 mllion gallons.

Expenses have increased over fiscal year '03 al so.

The increase is attributable to an increase of depreciation
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expense of about 700, 000 due to the automated fixed asset

system where we are depreciating assets on an individual basis

rat her than our group depreciation that was done for nany

years.

Purification is up by about 500,000, which is

mai nly due to chem cals. Power and punping up by about

400, 000 due to power -- increase in power costs. Transm ssion

and distribution is up by about 300,000 due to the hiring of

engi neers and transponder neter replacenent costs. Custoners’

accounting and collecting is up by 100,000 mainly due to the

I ncrease in billing charges.
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Just a brief overview of how we do our financials.

| know | have done this for you a couple of tines, but |I am

not sure if all the Board Menbers heard this.

The Water Departnent is actually being accounted

for in two separate ways. Budgeting that follows accounti ng

budget goals is done on a divisional |level. For instance, we

have the Director's fiscal, engineering, planning, plant

operations, field operations, and water treatnent.

Qur financial statenents followthe utility

accounting, which is NARUC, or the National Association of

Regul atory Uility Conm ssioners, and breaks down expenses by
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activities, such as | nentioned before, transm ssion and

di stribution, source of supply, purification, admn in

general, and custoners' accounting.

We are still able to acconplish both sets of

accounting in the County's accounting system and as |

understand, we are still the only County in Hawaii to have

theirs automated. The Departnent prepares a nonthly financial

statenent still with quarterly financial reports given to the

Board. The Mayor and Council have al so requested quarterly

fi nanci al s.
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We are still doing an annual audit. W are not

sure if it's going to continue after next year, but as far as

we know, we will be. And it's requested by the Council that

t he Departnent does fund the audit.

Ckay. Let's look at sone of the books first.

This is to give you an idea, as of June 30th, 2003, total cash

and i nvest nent bal ances, excl udi ng encunbrances -- now, this

I's not any of our payables or our contracts included in this

figure, strictly the cash balance -- is about 35.4 mllion.

In unrestricted cash, we have approxi mately

60 percent or 21.5 mllion, which is conprised of 13.5 mllion
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for the capital inprovenents fund, which is an unrestricted

fund used for repair and replacenent of |ines, tanks, et

cetera. We have debt service fund of 2.4 mllion, which is

al so an unrestricted fund transferred from our revenue fund

for current debt obligations.

We have an i nsurance reserve fund that is set

aside to handl e any upcom ng debt. That's our deductible. W

have our revenue or operating fund, which is 5.1 mllion, and

that's to handl e our expenses.

The restricted cash anmounts to approxinately

13.9 mllion or 40 percent, which includes source, storage,
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which were the fees that were charged prior to the water

syst em devel opnent fee.

We have the water system devel opnment fee, custoner

deposits, and sone other m scell aneous small accounts. And

t he water system devel opnent fund accounts for approxi mately

10.5 mllion of the restricted cash and can only be used for

transm ssion, services, storage. This is generated fromthe

wat er system devel opnent fee, which is charged when a new

meter is install ed.

The total unencunbered cash bal ance, as of

January 31, '04, is 39.3 mllion. They are as foll ows:

file:///CJ/inetpub/wwwroot/InternetDownl oads/Water/Minutes/min040219.html (14 of 147) [8/14/2008 12:23:40 PM]



Department of Water Supply: 02/19/04, Budget Workshop

Revenue fund, 7.3 mllion; capital replacenent, 12.4; water
syst em devel opnent, 13.9. 1998 GO bond fund, we still have a
bal ance of 1.2. | amhoping to get that spent this year.

Rei nmbur sabl e bond fund of 1.9; source devel opnent fund of

900, 000; storage assessnent fund at 800, 000; insurance reserve

fund of 500, 000; and there's that m scel | aneous ot her

restricted funds.

Just to go briefly into the long term debt, we

currently have 44 mllion in long termdebt. Now, this is as

of June 30th, 2003, the last audited financial. There's bonds
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payabl e are approximately 35.3 mllion and notes payabl e tot al

up to 8.7 mllion. Notes payable is conprised of the Safe

Drinking Water | oan fund through the Departnent of Health.

That note is 6.8 mllion and a note for the MG

For those of you not famliar, that's a Minici pal

Services G oup that we got a loan for the neter replacenent

program and that's nowat 1.9 mllion.

A debt service ratiois a ratio of net revenues to

debt service requirenents. Qur current debt service ratio is

1.6. The ratio that was established by the Hawaiian Capital

Securities, in our study in February of 1997, set the m ni rum
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threshold at 1.15 to 1.25. And the Enterprise Performance

Medi an by Mbody's Investors Services gives a nedian for other

muni ci pal water utilities at about 1.09.

So, we are above our m nimumthreshold but kind of

bel ow t he nedian for other utilities. Currently, right now,

there's questions on whether the Water Departnent nust be

considered with the County for their debt -- overall debt

| ssuance, and that's one of the things that the Mayor right

nowis trying to go through. And as Wendy will tell you in

her presentation, they have decided to not allow us to fund

our whole ClP.
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| wll provide a brief overview of the fiscal year

' 05 budget. Projected revenues are 31.8. Projected expenses

32.6. And the CIP right now -- well, we have turned in

20 mllion, but, as Wendy wll tell you later, we had to cut

t hat .

Qur estimated operating revenues for fiscal year

2004 wll be -- this fiscal year will be estinmated at 31.9.

For Fiscal Year 2005, we are projecting a little bit |ess,

31. 8.

Wat er revenues are broken down as follows. Wter:

Water for our operations cones nmainly fromwater delivery, and
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there's smaller anobunts that conme fromthe nonthly charges as

fire protection services installation and jobbing, interest

| ncone, and ot her m scel |l aneous charges. That noney is spent

on operations, naintenance, equipnent, debt service, and

system repl acenent, and, when funds all ow, have been

transferring the |l ast couple years $2 mllion for system

repl acenent. And this shows up in the Cl P budget.

But as you recall, our study -- the system

repl acenents needs anal ysis study suggested we transfer

8 mllion a year, which we do not have available to transfer.
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The budget is broken down into the operating and

capital portions. Qperating is 32.6 or 62 percent. Capital

Is 20 or about 38 percent.

This is a conparison of revenues and expenses on a

cash basis which we have to budget for on the County side.

Revenues are projected to be at a slight increase of 400, 000

or one percent. The weather also plays a major factor in

revenue projects. W have also been trying to pronote

conservation and providing fixtures to the consuners on the

I sl and.

Wrking with the budget office, they suggested
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we -- what is the word -- don't try to project high. Try to

be conservative in our revenue projections. The expenses are

projected to increase by about 6 percent. The major reason

for the increases are payroll, equipnment, repair and

mai nt enance, professional service, electricity.

Ckay. Let's look at our revenues. This slide, as

you probably all are aware, is what our current water rates

are, and it's in effect since July 1, 2002. There's no water

rate increase scheduled this year, as we know, and with these

revenue -- with these rates, we expect to generate 97 percent

of our revenues. So, this is a large portion of our revenues,
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and we are currently working with R W Beck on a rate study.

I nterest incone is projected to be about 500, 000.

Interest incone is directly affected by the spend down on our

cash bal ances on the ClP.

Now, those were the revenues. Now we have got to

| ook at sonme of the operating expenditures. The total budget

projects 32.6 mllion for operating expenditures. Qperations

are 14 point -- salaries and wages are 8.5 mllion, which is

the | argest portion of our budget. Operations are

14.3 mllion. Equipnment is 600,000. Debt service is

6.3 mllion. Insurance is 200,000, and overhead charges are
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approxi mately 200, 000. Enpl oyee benefits are about

2.5 mllion.

After | abor, debt service and electricity are our
| ar gest expenses. So, | kind of broke down the major
expenses. Payroll is 8.5, electricity 6.5, and debt service

6.3. And these three categories total about 65 percent of our

Oper ati ng Budget.

Electricity expenses has been between 4 million in

98 and up to 6.5 mllion as our estimate for fiscal year '04

and '05. The Departnent is |ooking for ways to reduce and
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save on electricity, and we have new power sources on arrival

with Maui Electric, which has us curtailing power during the

peak demands.

Wat er shed protection and nonitoring has been a big

goal of the Departnent and | know the Board. W have budget ed

560, 000 for Fiscal Year 2005, and this includes m coni a

renoval , watershed partnerships for West Maui Muntai ns, East

Maui and East Mol okai, North Wi hee/lao Aquifer nonitoring,

stream noni toring, and well head protection.

This slide depicts the expenses that we have spent

on wat ershed/resource protection. And you can see 1998, we
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spent 148,300. And it's continued to increase to our current

comm tnent, which we projection for 560,000 for 'O05.

Now, the anpbunts shown are what's actually spent

and not encunbered. |In the past five years, we have

transferred fromup to 1 mllion to 4 mllion for our aging

I nfrastructure, and we plan to transfer, to the CIP fund, 2

mllion fromour revenue fund, and propose a 150 mllion Safe

Drinking Water Loan Fund to fund the other half of the CP.

The infrastructure replacenent needs are

substantial, as we all know, and even with the past rate

| ncrease, we are not able to generate sufficient revenues to
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cover our depreciation expenses, which are in the order of

9.4 mllion for fiscal year 2003.

W will continue to face the chall enge of funding

for our replacenent of our aging infrastructure. | knowin --

| think it was fiscal year 2003, the Board did propose to

budget $8 mllion to transfer, upping that 5 mllion they

wanted as a bond. And that was not -- the Council, | think,

it was, told us that we could not float any nore bonds at that

So, the 3 mllionis all we did transfer, and then

| ast year was -- or this fiscal year we are transferring the
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So, in sumary, this is an overview of our

finances, our County system Kkind of our debt, revenues,

expenses, and ClP.

And as Ceorge said, the next step wll be for the

Mayor to present the Mayor's draft to the Council on

March 15th, 2004. And then after that, the Departnent wl|

need to neet with the Budget and Finance Commrittee regarding

our budget. And our budget reflects our mssion statenment, to

provide clean water efficiently. Thank you. Any questions?
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CHAI RVAN HI RANAGA: Questions from Board Menbers?

MS. RAlI SBECK: Yeah, | have a questi on.

CHAI RVAN HI RANAGA: Sal ly.

MS. RAI SBECK: \What expenditure -- is there any

expendi ture for upgrading of fire flow in ol der nei ghborhoods

where they are not subdi vi ded?

M5. PERDIDO  On the upgrading, that will probably

be under the CIP portion of our budget.

MS. RAI SBECK: Ckay.

M5. PERDI DO So, Wendy will answer that when she

does the ClI P side.
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M5. RAI SBECK: Thanks.

CHAI RMAN HI RANAGA: Yes, Ken.

MR OKAMURA: | wanted to ask why the Council said

no to --

CHAl RVAN HI RANAGA: Use the m ke, please.

MR, OKAMURA: | just was wondering why the Counci
said no to your -- the bond, the 5 -- to float $5 mllion

worth of bonds, and why they said no.

MR. TENGAN: This is in answer or response to the

guestion. The Council, for the current fiscal year, didn't

want to float any bonds for water projects. And that's why we
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had to knock off the $5 mllion of -- it wasn't five. Ws it

$5 mllion | ast year?

M5. PERDIDO.  Yeah, the 5 mllion | was talking

about was the prior year.

MR. TENGAN: | forget the exact anount, but the

Council didn't want to float any bonds for water projects for

the current year's budget, and that's why we had to knock off

t hat anount .

MR OKAMJURA: | see. So, it's an annual request

to the Council that you have?

MR TENGAN: It's part of the budget process.
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MR OKAMURA: The other thing was that a | ot of

t hese charts here are sort of color-coded, so it's sort of

hard to tell what is what, the nmarks you have. So, we woul d

appreci ate getting sone other information that's a little nore

clear. Oherwise, | amtrying to find out what is what all

the tinme. Thank you for putting on the presentation.

M5. RAISBECK: | wanted to conplinent you on how

beautiful the slides |ook, but when they were reproduced, they

have a bl ack background with white print. And they are -- for

us, you know, you have sone col ored copies there. But for us,
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the reproducing with the back background and white print is

much less legible than if it had a very light background wth

bl ack print, | think.

So, for purposes of our follow ng through, | think

that | don't ask for col or copies, which, as we know, are

expensi ve, but the | egends would be a lot nore readable if you

swi tched the col ors around.

Yeah, it's hard to read. | did have a question,

and | don't know if it's appropriate to here or appropriate to

the Capital I|nprovenent Program But | know that for several

years, there's been a problemwth -- we don't have,
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basically, the manpower to keep up with the projects for

repl acenent, pipeline replacenent. And even if we had the

noney, we don't have the manpower for the projects.

s there any plan as to how we can acconplish

$9 mllion worth of replacenent every year? Even if we had

t he noney, how would we get the people to do this?

MR, TENGAN: Yes, for the com ng year's budget, we

have added on three nore engineers for the Engineer Division.

This woul d give us the manpower that we need to acconplish the

tasks that we are required to acconplish.

The ot her problem we have right nowis filling the
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engi neering positions. W currently have three positions

vacant, and we are out interview ng for those positions, but

we can fill only one at the present tine due to | ack of

i nterest for the Departnent or |ack of applicants out in the

mar ket pl ace.

MS. RAI SBECK: Thank you, Ceorge.

CHAI RVAN HI RANAGA: The previ ous budget revi ews,

there was a report on headcount, the nunber of positions,

nunber of vacancies, how |l ong they have been vacant, and |

don't see that this year.

MR. TENGAN. M. Chair, if you |l ook at page seven,
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on the right-hand colum where it says total, you note sone

nunbers in parentheses. Like for the director's program

there's 7F and 1X. | would think that that's seven filled and

one vacant.

V5. PERDI DO No, seven full-tine.

MR TENGAN: No, seven full-time and one summer

I ntern.

CHAl RVAN HI RANAGA: And | guess this is a

| ongst andi ng probl em about headcounts. | nean, you have

budget ed heads, but we don't know how many are filled. And I
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know with the current state of construction, one of the

problens with recruiting is the pay scale.

| don't see that ever really changing until the

econony goes down and civil engineers are |ooking for, you

know, for jobs. So, is there any -- is there any effort being

made to increase the pay scales of these engineers, so you can

actually recruit people? | nean, to keep the pay scal es at

the | evel they are and nobody wants to apply for those jobs.

MR, TENGAN. Administratively, all we can do is

work with the Departnent of Personnel Services. |In the past,

what we have had to do is to change the chairs. Wen we had a
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vacancy, we woul d announce the vacancy based on the pay scale

range rather than a set salary.

And the way it works was we woul d nove one

engi neer to the position, sane |level, sane |level, say, C

for -- let's say, at the present tine, that the engi neer was

getting paid $3,000 a nonth, but we announce the vacancy for

the pay range. And let's say the pay range is, you know,

2,800 to 4,500. And, so, when we nove the engineer into the

vacant position, we would hire or pay, conpensate that

engi neer at a higher level than what he or she was naki ng at

the tine.
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And, so, then this created a vacancy here, and we

had to play the sane gane again. Announce a pay range and

play nmusical chairs. And that's sonething that |I don't |ike

to do.

And anyway, we have been working with the

Departnent of Personnel Services and trying to get themto

ei ther increase the pay range or pay scales or reclassify the

positions and reclassify themto the higher level. There is

not nmuch we can do within the system

CHAI RMVAN HI RANAGA: The other related question is

if you hire all the people, where are you going to put then?
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You know, previously, the Board was | ooking at acquiring a

site for office space, and | don't know what ever happened to

that effort, but it |ooks pretty full up there on the fifth

floor.

VR. TENGAN: It is, but if we do find the

personnel, you know, | would say that that's a big problem

and we would go out and | ook for the space. Currently, the

Engi neering Division is doing sone renovations within the

office to try to accompdate nore enpl oyees. So, | believe we

are estimting accommodati ons for one or two engi neers.
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CHAl RVAN HI RANAGA: I n your current space?

MR. TENGAN: Yes, in the current space.

(Ms. Parsons entered the neeting room)

CHAI RMVAN HI RANAGA:  Any further questions? Yes,

Ken.

MR, OKAMURA: So, right now, would this be the end

of the budget segnment, or are you going to go into detail on

the -- on the specific parts of the budget, or that's it for

the presentation? That's it?

CHAI RVAN HI RANAGA: I f you are tal king operating.

Now t hey are going into capital inprovenents.
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MR OKAMJURA: | was wondering, |ike, do you have a

process |ike a budgeting process that's tied into a planning

process? How do you figure out what you want to do and use

your noney for?

CHAl RVAN HI RANAGA: Ken, why don't you reserve

that question for after the CIP presentation. That's a good

gquestion, but it's a question we ask every year.

MR OKAMURA: Ckay.

CHAI RVAN HI RANAGA:  Why don't you wait until after

the CIP presentation.

MR OKAMURA: Ckay. Thank you.
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M5. RAI SBECK: s this on now? Yeah, so, | would

say that -- that | sort of agree with the Council that, in

budgeting, you don't like to bond sort of ongoi ng nai ntenance

expenses. | nean, it's like in your household, if you were to

borrow for your ongoing daily grocery shopping and so on.

But this question of keeping up with the

depreci ation, keeping up with replacenent is a very serious

one that doesn't seemto have been solved. And what | am

hearing, | guess, is that the Council doesn't want to do a

one-tine bonding to sort of give us nore noney to work with,

plus we don't have the engineers to fill the spaces that --
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t he openings that we have, because the pay scale is probably

too low, and we are short of space, as Kent said.

So, there's quite a few issues there that woul d

need to be addressed in order for us to successfully even keep

up with what we are hopi ng woul d be nornmal mai ntenance of the

system the existing system not even to nention expansion.

So, is that a fair sumary, George, of the

difficulty invol ved?

MR. TENGAN: That would be a snmall portion of it.

M5S. RAI SBECK: Love to hear any nore.
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M5. PYLE: | did have a question.

CHAI RVAN HI RANAGA:  Yes.

M5. PYLE: This may be a totally naive and silly

gquestion, but still, is there sone sinple explanation, aside

fromthe decline in interest, as to why we are predicting that

there will be |l ess revenues in the com ng year than there

currently are? Since there are nore water neters, nore

custoners, et cetera, you would think that there would be nore

noney being taken in. So, why is the anount of revenue

decl i ni ng?

MR TENGAN. W th respect to the interest incone,
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as we spend down our cash for CIP, we have | ess noney

I nvest ed.

M5. PYLE: R ght. | can see that, but it does

seemthat as we give out nore water neters and that there are

nore custoners, that there should be nore revenues comng in

fromthat side to kind of, alittle bit at |east, bal ance the

decline in the interest.

MR. TENGAN: Let ne give that to Holly.

MS. PERDIDO  You know, there's other factors

i nvol ved fromyear to year. As you know, this year has been

rainy. Wen there is a rainier year, the revenues decrease.
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Not as nuch water is being used, especially Upcountry, to

wat er, and Ki hei, everywhere. So, it's really hard to project

exactly.

MS. PYLE: Yeah, | assuned that.

M5. PERDIDO  But | know the fiscal year 2004, we

budget ed nore optimstic. And if you |look at the second page,

| think where | did |ike a revenue analysis, '03, we were

quite a bit less than what we projected for '04. So, | think

this year we will be com ng out bel ow budget.

And when | spoke to the Budget O fice, they said

be nore conservative. Don't overbudget nore. And it's just
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really hard to say, like this, wth the weat her and ot her

factors that are involved. It's not a sinple, straight, we

can project this anmount of custoners, this anount of

addi ti onal water.

M5. PYLE: Okay. Thanks.

M5. PERDI DO Ckay.

M5. RAI SBECK: One nore question.

CHAI RVAN HI RANAGA:  Yes, Sallvy.

MS. RAISBECK: Yeah, | know there is a built-in

difficulty with water conservation, in that if you really,
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really got people to conserve water, our revenues go down,

whereas the costs don't really go down. You still have to

have the same nunber of people, even if people are using | ess

wat er .

And | wonder, has there ever been soneone really

t hi nki ng through how either the rates or the way they charge

for water need to be -- do we need to do sonet hing

differently, so that we don't have that built-in problem of,

| f peopl e conserve, then our revenues can't -- you know, can't

accommodate? |s there any thought being given to that?

MR. TENGAN. That woul d be sonething that the
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consultants can take a | ook at when we have the water rate

study done. So, if Holly would nmake a note of that, we wll

bring that up with them

MR, OKAMURA: One quick question. Were would the

wat er devel opnent fees be in the revenues? Wuld that be in

the neter sales to the general custoners?

M5. PERDI DO. That would be under the C P

restricted funds.

MR. TENGAN: Yeah, what we are |ooking at is the

QOperating Budget. And, basically, the water revenues, the

wat er system devel opnent fee is a different fund, and that's
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nore related to the CIP rather than the Operating Budget.

So, | amsure, when we go over the CIP portion, we

w Il see how the water system devel opnent fee enters into the

budget .

CHAI RVAN HI RANAGA: If there's no further

guestions, we can nove on to the CI P budget.

M5. TAOMOTO. Good norni ng, Chairnman Hiranaga and

Board Menbers. M nane is Wendy Taonoto. Sorry. | was

recently appointed to be in charge of the CIP Section in the

Engi neering Division. Thank you for this opportunity to give

you a presentation on the proposed Capital |nprovenent

file:///CJ/inetpub/wwwroot/InternetDownl oads/Water/Minutes/min040219.html (50 of 147) [8/14/2008 12:23:40 PM]



Department of Water Supply: 02/19/04, Budget Workshop

Projects Budget for Fiscal Year 2005.

As Holly indicated earlier, the proposed CIP

budget is based on available funding of approxi mately

$20 mllion. This is conprised of the Capital Reserve Fund of

$4 mllion, the Water System Devel oprment Fund of $5 million,

t he Source Fund of approximately $500, 000, the Storage Fund of

approxi mately $300, 000, and a State Revol ving Loan Fund of

$10 mllion.

This state revolving loan fund of $10 mllion is

proposed fromthe drinking water revol ving program which is
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funded by the EPA. The EPA awards grants to states to

establish revolving | oan funds to assist public water systens

with infrastructure inprovenents, and it is adm nistered by

the Departnent of Health in this state.

As Holly tal ked about earlier, too, the Budget

Ofice cut $5 mllion for the U upal akua water system
| mprovenents out of that $10 mllion |loan fund that we
originally submtted. The other $5 mllion is for the Kanole

clear well replacenent project which they are proposing.

M5. RAISBECK: Can you repeat that? It

reverberates. | can't quite hear.
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M5. TAOMOTO. | will start over. As Holly

i ndi cated, the Budget O fice did a budget cut of $5 mllion

out of our state revolving loan fund that we submtted. That

5 mllion-dollar budget cut was for the U upal akua water
systens i nprovenent project. But they did -- they are going
to recommend approval of the 5 mllion-dollar [oan for the

Kanol e clear well replacenent project.

Wth this budget cut, this brings our total CIP

avai l able funding to $15.9 mllion. In select projects, we

consider the prioritization criteria. W consider substandard

size, material, or age, condition or perfornmance, safety,
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reliability or security, fire protection, conpliance issues,

resource protection or nonitoring, regular maintenance,

optim zation or efficiency, demand, and pl anni ng consi stency.

Most projects neet nore than one criteria, while

projects required to conply with regul atory conpliance issues

may neet only the conpliance criteria. | distributed with

your packets -- there were two handouts that show the

prioritization criteria each project net. One handout was by

district and the other handout was by program And | wll go

over that shortly. | also -- the handout had page nunbers on

the left side, so that you could find the | ocation naps
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easi er.

The proposed CI P budget totals approxinately

$20.06 mllion before the budget cut. Wth the budget cut for

U upal akua water system this brings our proposed CIP budget

down to $15.06 mllion. This is broken down by districts

county-wi de, which is systemw de, $1.6 mllion, Hana

District; $700, 000, Mol okai, $900, 000, Pai a-Hai ku,

$1.05 mllion, Wil uku-Kahului, $4.22 mllion, West Maui,

$1,575,000. And with the budget cut, Makawao, Pukal ani and

Kula $5 mllion.
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There are no new projects in the Kihei-Mkena

District for fiscal year '05. One of the reasons is that this

district is served by the Central Maui Water System and those

projects are wthin the Wil uku-Kahului D strict. Another

reason is that Kihei-Mikena is fairly new conpared to the

other districts and has not experienced critical problens such

as pi peline breaks and substandard |ine sizes.

Just for your information, there is one project

that | amcurrently negotiating wth a design consultant for a

wat erline al ong Ki hei Road from Mkol el e H ghway to Chukai

Road for this fiscal year '04. |t would cone under the '04
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budget. And if everything goes well, we will probably

recommend approval. | nean, recomend that that construction

of that project be included in the fiscal year '06 budget.

This is just a pie chart to show you graphically

how the CI P proposed budget is distributed by districts. And

as you can see, Mkawao- Pukal ani -Kul a makes up a | arge portion

of our CIP budget, and that is primarily due to the

5 mllion-dollar loan for Kanole clear well replacenent. And

we al so have sone significant projects in the Wil uku-Kahul ui

area to take care of our problens with the Iao Aquifer.

A few years ago, naybe nore than a few, but the
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Board of Water Supply adopted 10 prograns to hel p guide the

Departnment in developing its CIP program So, when we devel op

our program our budget, we assign each project to one of

these 10 prograns. And | will just read over the prograns,

and I wll gointoit in nore detail after this.

Source, SDWA conpliance, |lao Aquifer, drought,

storage, pipeline replacenent, punp replacenent, reliability,

facilities, efficiency. And in your handout, again, there was

a -- the projects are broken down by program and that's the

handout we wll refer to after.

Source, this is to insure adequate source for
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Maui's growi ng needs. Qut of our budget, we have

$1.415 mllion for source. Here is a picture of Pookela Wl

which was drilled this past year, and this is during the

exploratory well drilling phase. The devel opnent of this well

Is funded in the current fiscal year '04 budget. And this

well will provide additional groundwater source for the

Upcountry area.

SDWA conpliance, this is to insure conpliance with

EPA Safe Drinking Water Regul ations. W have budgeted

projects totaling $5.27 mllion.
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Here is a picture of the Nahi ku -- existing Nahiku

tank site where we are proposing, in the fiscal year '05

budget, a deep well, groundwater well, which will be drilled

sonmewhere in this tank site.

lao Aquifer, to reduce the draw fromlao Aquifer,

we have projects budgeted totaling $1.75 mllion. Here is an
old picture of the Kupaa well during its drilling phase,
exploratory drilling phase. As you all know, lao -- we

devel oped wells in the Wai hee Aquifer to help alleviate the

punping in the lao Aquifer, and this provides groundwater to

Central Maui .
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Drought, this is to reduce the inpacts of drought

on custoners, especially for the Upcountry water system W

have budgeted $50, 000 for Wi kanmoi flunme repairs. Wi kanoi

flunme is essential in transmtting surface water for the Kupaa

reservoirs and is used for the Upcountry water system

Storage, to develop and inplenent a storage

devel opnent plan to upgrade critical areas of Maui. Projects

for this total 1.25 mlIlion in the proposed budget. Again,

here is a picture of a conpleted Wai ohuli tank repl acenent

project that was conpleted a few years ago and is a prine

exanpl e of one of our storage tank projects.
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Pi pe replacenent, to replace and construct new

transm ssion and distribution lines in areas where these are

nost urgently needed. Project total $2.485 mllion for pipe

repl acenment. We just conpleted the construction but have not

gi ven final acceptance of this project you see here, the Lower

Kul a Road waterline project, which extends fromKa Street to

Naal ae. And we anticipate conpleting, fully accepting this

project shortly.

This is typical work on a pipeline replacenent,

punp replacenent, to repair and replace punps to insure

reliable service to custoners. The budgeted anount is
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$180, 000.

Here it's a picture of Wakiu Well in Hana, and

this is a typical groundwater well which is |located all

t hr oughout our system

Reliability, to maintain, repair, replace and

I nstall new system el enents as necessary to insure reliable

service for custoners. The proposed budget for this program

is $1.27 mllion.

Again, here is a well located in our Hana

District. It's call Hanba Well. The proposed budget fiscal
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05 includes nonies to devel op a second well at the existing

Hanmpa tank site, and this proposed second well w |l back up

the existing well shown here. Hanpa well provides water --

groundwater from Hana to Koali.

Facilities, to insure that system el enents,

properties and buildings are well maintained and that space,

suppl i es, and resources are adequate for effective operations.

Proj ects budgeted total $970, 000.

Lahai na Water Treatnent Facility is just one of

our treatnment facilities. Qur proposed fiscal year '05 budget

i ncl udes construction nonies to install an acid cleaning
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systemfor the mcrofiltration units, and we are currently in

t he design stage.

Efficiency, to continue to enhance conservati on,

automation, and other efficiency efforts. W have budgeted

$420,000 in projects this proposed budget. This is a picture

of our SCADA nonitor at the Kanple Treatnent Plant, and the

person here is Ken Wight, one of our treatnent plant

operators. But | believe he's been relocated to another

treatnment plant and not at Kanol e.

Again, it's just a pie chart to show you the

distribution of the different -- the projects by program
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as you can see, the regulatory conpliance, which is SDWA of

5.27, does nake up a large portion of our program and that

again is the Kanole clear well project.

I n conclusion, we feel that the proposed budget is

a good budget, and we are capable of inplenenting the proposed

budget with the staff that we have. And if you have any

guestions, | can answer them now.

CHAI RVAN HI RANAGA: Thank you, Wendy. Can | have

the Iights, please?

Ken, | guess if you want to ask that question.

MR, OKAMURA: (Okay. Thank you. Yeah, naybe m ght
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be applicable to this also, because | had it in regards to the

Operating Budget. But could you explain the process that you

go through and, you know, like a tine line for when -- how you

determ ne what your CI P budget will be. Like do you have a

tinme line that you start in August, and then you do this. |Is

there a process or --

ME. TAOMOTO | believe Ellen would be able to

answer that question. Because actually, | am doing the

presentation for Ellen, because she was on a nice vacation for

a nonth and just got back the day before yesterday. So, | was
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ni ce enough to do it for her.

MR, OKAMURA: Thank you. You did a nice job.

Thank you.

M5. KRAFTSOW She's al so nice enough to help with

the project quite a bit. The CIP plan, yeah, the process is

first we inventory the entire system all the pipes, tanks,

and everything for what is substandard. Meaning, obviously,

I f we have a two-and-a-half-inch galvanized line that's

substandard, no natter where it is. I n sone cases, we have an

eight-inch line, and it's still substandard, because it's

comercial and buil dings are |arge.
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Things that are breaking frequently, the baseyard

gives us regular reports of breaks and conpl ai nts when things

are old. W have -- | think it's hanging on the wall. You

can see pipe materials, age and di aneter.

MR OKAMURA: So, you naeke a list of these.

M5. KRAFTSOW  Through the conputer, we generate a

| ist, and we al so di scuss, based on priorities, things that

are called out quite a bit.

MR, OKAMURA: You gather all this information.

M5. KRAFTSOW And in the conputer, we have a |i st

of about 20 years worth of repairs and upgrades that need to
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be made already. And then in addition to that, we | ook at

this in conparison to community plan designations and zoni ng

where we have it for things that would seemto be neeting

standards, but are substandard based on the zoning.

In addition to that, we | ook at demand. For

| nstance, we know Central Maui is growing very rapidly, and

there are conpliance issues wwth lao and all that. So, that

|ist of prioritization criteria that you have before you,

those are sort of how projects fall out to sort of the top,

and how we decide which is the nost inportant.

What we found is no matter how you do a ranking,
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you can do this conplicated matrix that will automatically

generate one, two, three, four, five.

But when you have the books this thick, if you

printed out the database of projects, right, it's al nost

artificial. And it's nmuch nore realistic to sit down wth the

engi neers, the district supervisors, and the baseyard staff to

say, okay, what's really | ooking the worst or causing the

wor st probl en? What has DOH pointed out in the sanitary

survey in terns of tanks that have to be repaired now? So, we

sort of take the worst cases first, and that's basically how
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we do it.

MR OKAMURA: So, you come up with sone

recommendati ons that you give to the director, and that's it,

or you work with the directors, cone up with the final list?

MS5. KRAFTSON Yeah, we work -- there are several

neetings, and they include -- the director, obviously, has the

final call, and he sits in on several of the neetings. The

initial nmeetings are with staff.

| nmeet individually with the heads of each

division and then, as a group, we all neet. W have already a

short list of things that have been placed on the |ist based
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sinply on their age and size and whatever.

And, you know, there are district supervisors'

neetings every nonth. There's staff neetings with senior

staff every week. Through the process of regular neetings, we

all know kind of where the worst problens in the system are.

So, there's a |lot of the group thinking that goes into, okay,

what rises to the top and why.

MR, OKAMURA: Earlier, it was nentioned the system

needs anal ysis study. Sonebody nentioned that, Holly. Is

that a yearly thing, or is that sonething you did that five

years ago, or is that what we are tal king about right now,
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or --

MS5. KRAFTSON There are different kinds of stuff,

difficult analysis of the system sone of which are ongoi ng.

But | think that you m ght be referring to the -- the asset

repl acenent nodel or the hydraulic nodel ?

The Brown & Cal dwell nodel. Gkay. That what they

did was they took their best inventory that we had at that

time, and they entered it into alist with the estimted

val ues and with esti mated revenues.

So, what you can do is they created a nodel where

you can plug in -- based on the information about the
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I nventory that they had, you can plug in, okay, this is the

total value, and this is the value that looks like it's due to

be replaced just based on criteria about age, and material,

and things |ike that.

|f you were to put this nmuch noney in, what would

your deficit look like in terns of your replacenent needs, in

10 years or five years versus if you were to put that nuch

noney in, what would your picture | ook |iKke.

So, you plug in the scenarios, and it tells you

back what your financial picture will look like in |Iight of
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your investnent and your needs for replacenent.

MR OKAMURA: So, you don't have actually like a

system needs anal ysis study |ike you have a bookl et or

sonething like that?

M5. KRAFTSOW Well, the capital project database,

the last tinme that we actually printed it out, | think, was --

with all the pictures and everything, was 1996, but we do

| arge printouts for the discussions, you know. And we just

sit around a set of fire protection maps wth each ot her every

year as we do this.

And that would be for the purposes that you are
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tal king about. That would be the system analysis. Brown &

Cal dwell would be to tell you how nmuch you need to invest with

your bond. It looks -- the capital database |lists projects,

and estimated costs for projects, and engi neering esti nates,

and | ocations, and priority, and program and all those, the

stuff that you see.

The asset nodel, Brown & Cal dwell npbdel can al so

factor in, if you have this nuch bond and this much revenue

stream and this is, you know, all the financial prograns that

woul d fund these repairs. And what it doesn't do,

unfortunately, which is what we are going to take years to
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resolve, is there is no geographical tie. The codes, we tried

to get themto code it the sane, and sonehow it didn't work.

So, as we bring those things together, hopefully,

one day -- we are talking years away. W just don't have the

staff and the programmng to do it right now. You know, maybe

you wi Il be able to take sonething and plug in -- the capital

program has a list of, okay, this is how we are going to fund

this project, but it doesn't predict the financial inputs and

outputs into each fund and the interest rates ongoing and that

stuff. That's what Brown & Cal dwell can do.

MR, OKAMURA: Maybe the | ast question. That was
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for the CI P budget, but then let's say for the Operating

Budget, you know, one of the itens, for exanple, under the

Pl anni ng Departnent, planning session was the mconia control

program How do you determ ne what projects that you are

going to do, mconia, or this, or that?

M5. KRAFTSOW Ckay. In terns of resource

protection, we work very closely and in partnership with

several other agencies and private | andowners in the

partnerships. And based on the expertise -- including the

university as well.
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And based on the expertise that we -- you know,

speaking with their experts, yes, we sort of analyze -- they

anal yze, as a group. W analyze together as a partnership

what are the biggest problens, and mconia still is the

| argest threat to our watershed.

MR, OKAMURA: So, you have several headings |ike

resource protection, other headings that are within each

department of your departnent.

M5. KRAFTSOW  Yes.

MR. OKAMURA: Thank you. That was a good ClP.

Thank you very nuch.
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MS. PARSONS: Excuse ne, Kent.

CHAI RVAN HI RANAGA: Go ahead.

M5. PARSONS: Ellen, maybe can you direct ne -- |

am not sure where it's going to cone out. But when | am

| ooking at this, and | see we are going to do an exploratory

well in Hana, and | know we have got pipeline replacenent. W
have got -- it's a mstake in our docunents. It |looks like it
was 2.4 mllion on yours, Wendy, and ours was sayi ng .485.

So, our docunents are apparently wong, | hope,

and yours is right? Good. The question that | have, when we

are doing Hanoba Well, and we are putting in another well in
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there, and we have got sone pipeline replacenent that we need

to do in Hana, are we |ooking ahead at fire flow issues and

t hings along that line, when we are putting in this well, of

how much we are going to budget in the future, and how soon

will that follow after that well cones on line? WIIl it

coincide with that well ?

M5. KRAFTSOW Do you want to take it or do you

want ne to?

M5. TAOMOTO. Are you tal king about the pipeline

from Hanba to Hana Town?

M5. PARSONS: No, | amsaying we are |ooking at an

file:///CJ/inetpub/wwwroot/InternetDownl oads/Water/Minutes/min040219.html (82 of 147) [8/14/2008 12:23:40 PM]



Department of Water Supply: 02/19/04, Budget Workshop

exploratory well in the Hanpa area, but we have a | ot of

pi peline issue in Hana right now to do replacenent on. So,

wi Il they coincide?

M5. KRAFTSOW Yes. Actually, | think in |ast

year's presentation, there was a slide dedicated specifically

to that question.

V5. PARSONS: | don't see it in this one. That's

why | amtrying to find out.

M5. KRAFTSOWN The well and transm ssion that is

set up as proposed is actually to a broader area to nake the
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systemnore flexible to enable two wells instead of three to

serve the area by inproving the transm ssion between them

So, right away you are getting sone |ine

| nprovenent there. And as you know, you want to inprove the

lines fromupstreamto downstream And, so, obviously, near

the source is where you want to inprove lines first. And sone

of that will happen right now with the source project, and

fromthere it would work out.

There are maybe a coupl e areas where the systemis

particul arly substandard that you would do first even though

they were downstream Normally, we work fromupstreamto
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downst r eam

M5. PARSONS: So, that will show up maybe in the

next budget for next year for dollars allotted for it.

M5. KRAFTSOWN Yeah, each project is in phases.

There are phases for doing those |Iong | engths of |ine.

Whet her it shows up next year is conpared to how it is

conpared to the other projects.

M5. TAOMOTO. Let ne just give thema summary of

status of the projects, | guess, in Hana. W are currently in

t he design phase for the waterline which will connect the

Hanba Wel| systemto Hana Town, and that is a 12-inch |ine

file:///CJ/inetpub/wwwroot/InternetDownl oads/Water/Minutes/min040219.html (85 of 147) [8/14/2008 12:23:40 PM]



Department of Water Supply: 02/19/04, Budget Workshop

that will provide fire protection for the comercial area,

which is the community plan desi gnation.

| hope to be -- have the consultant conpleted with

the design by the end of this cal endar year, so we would be in

construction where the nonies are budgeted for this fiscal

year '04. So, that is our plan, is to get into construction

and encunber funds before Decenber ' 04.

We al so have, in our existing '04 budget, a design

project for a waterline between Hanbpa to Koali, which is the

other direction. | have a proposal on ny desk that | need to

negotiate with the consultant for that waterline. And that
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waterline is fairly expensive, probably five -- four or five
mllion maybe. So, | amnot sure how we are going to approach
that in the construction phase, and if it, in fact, wll be

ready for construction in the fiscal year '06 budget.

M5. PARSONS: | know we have sone devel opers out

in that area, and that's going toward Nahi ku, out in that --

M5. TAOMOTO. No, the other way, from Hanpa

towards Koali, which is --

M5. PARSONS:. The opposite way fromwhat | am

saying. | notice you have pipeline replacenents in Nahiku
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devel opnent.

M5. TAOMOTG We have a well in Nahiku, proposed

in the '05 budget.

MS. PARSONS: Hana, Nahi ku wat er source

| mprovenents.

M5. TAOMOTO  That is source inprovenent, which is

the slide which | showed you, which is Nahi ku tank. W are

proposing to | ook at devel opnent, doing an exploratory well

within the Nahi ku tank site.

M5. PARSONS: Wth the devel opnent that's going

out there and the | andowners with large |and, why aren't we
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approaching the devel opers to help offset sonme of the costs,

so it doesn't have to cone right out of your budget? There

are big |l andowners out there trying to do devel opnent at this

poi nt .

M5. TAOMOTO  Nahi ku, | believe when those

devel opnent plans cone in, we are required to nake approvals,

If it is necessary, for the developer to pay their portion,

that we woul d make that condition of approval. But, it nust

not -- | amnot sure which devel opnents you are talking about,

but it nmust not be that we are in a position to inpose

requi renents to those devel opers for whatever.
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You know, we have a section in our Engineering

Di vision which reviews all those construction plans and nakes

requi rements, appropriate requirenents.

V5. PARSONS: | would think that we woul d want to

partner with sone of people out there, rather than take the

t axpayer noney, and start |ooking at that. Does that have to

go through planning, or does it have to go through

admnistration to have themlook at this a little stronger?

M5. TAOMOTG It would need to go to

adm nistration, so |l wll take that into consideration. W

w Il take that into consideration and see. But right now, we
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can't answer, because | amnot famliar of any devel opnent

projects in Nahiku.

M5. KRAFTSOWN There was one wel|l out there that

we tal ked about taking over or participating, but it was

drilled, and it wasn't drilled to standards, so it was not an

opti on.

M5. PARSONS: The other question | have is on

your -- on fire flow protection upgrades, | see under

pi peline, we have a small in-house pipeline replacenent fire

protection upgrade. What was the -- what does in-house and
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smal | 1 n-house nean?

M5. KRAFTSOWN Those are snaller or shorter

segnents of line, usually, that break during the year that,

you know, nobody has a crystal ball, that the staff itself can

repair, baseyard staff.

M5. PARSONS: Wien we are doing pipeline

replacenent, fire flowis taken into consideration in all of

it?

M5. KRAFTSOWN  Yeabh.

M5. PARSONS: Automatically? That's it.

CHAI RMVAN HI RANAGA: Sally, you had a questi on.
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M5. RAI SBECK: Yeah, | wanted to -- follow ng on

this question on fire protection, | wondered what is the

phi | osophy of the Departnent -- | guess | would ask George.

What is the phil osophy of the Departnent about fire protection

I n ol der areas, ol der devel oped areas, where not -- it's not

bei ng subdi vi ded, so nobody is having to provide fire

protection as a condition of developing. And yet there's a

whol e | ot of nonsubdi vi si on devel opi ng goi ng on; people adding

ohanas and so on.

What is the Departnent's rules and phil osophy

about fire protection in those areas, older areas?
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MR TENGAN: Well, | would say at the outset, if

an area doesn't have adequate fire protection, and it's -- and

| et's take the case of Piihana, as an exanple, which is in the

Happy Vall ey area.

If we are going to do a pipeline replacenent in

that area, then we would certainly inprove fire protection

al so, because that's part of our water system standards.

M5. RAISBECK: But it wouldn't be charged to the

| ocal residents?

MR. TENGAN: No, we would do that as part of our

pi pel i ne repl acenent upgrade program However, in the case of
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wher e sonebody is doing construction on the property, say a

second dwel ling and/or ohana, if the -- | believe if the

systemis inadequate, and that person woul d be needi ng anot her

neter, then we would be requiring the property owner to

upgrade the system

M5. RAI SBECK: Ckay. Thank you.

CHAI RVAN HI RANAGA: Yes, d ark.

MR, HASHI MOTO: | just have two qui ck questions.

You nentioned about Pookela wells. Wien is it going to be on

| i ne or projected?
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M5. PARSONS: On the next el ection.

MR TENGAN: Well, we ran into sonme unantici pated

problens as far as the kind of punp to put down into the hole

there, and so it took a while to resolve that i1ssue. And, so,

the conpl etion date has been noved back a little. The |atest

word | have is January 2005 is the new target date.

MR, HASH MOTO  Ckay. The other question is that

| guess the U upal akua pi pe i nprovenent you said was

scr at ched.

MR. TENGAN: That's sonething that the Budget

O fice knocked off from on our proposal.
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MR HASH MOTO.  So, when will that project be put

back?

MR. TENGAN: We could include it in the follow ng
year's budget. But still, | wouldn't say that that project is
dead, because it's being -- the funding proposal is through

the state revolving loan fund. The question that needs to be

answered 1 s whether these kinds of |oans enter into the debt

service calculations for the County. |If it doesn't, then, you

know, certainly, we can push to have that project put back

into the -- into the ClP.

MR HASHI MOTO  (Ckay. Because that U upal akua
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project fire flowin Uupal akua, the lines itself are pretty

bad. | guess we have tal ked about it a couple of years.

Thank you.

M5. PARSONS: Excuse ne. | have a question.

CHAl RVAN HI RANAGA: Fol |l ow-up on that question

first. So, the Budget Departnent says to scratch a specific

proj ect versus saying you need to reduce your budget by

5 mllion? That seens odd that the Budget Departnent would

tell you what to do; would tell you how nmuch to elim nate.

MR. TENGAN: That's because it invol ves debt to

finance the project.
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CHAI RMVAN HI RANAGA: Ckay. G nny.

M5. PARSONS: (Going back to -- going back to

Pookel a well, now that we noved it to January, getting even

cl oser to the next election. Could we possibly think about

putting the contractor's punp into that well for the tine

bei ng, and then noving it out when our new punp has been

sufficiently designed and built?

MR. TENGAN. Well, to do that, for -- | would say
ny first response would be that it would be a sonewhat -- it
woul dn't be cost-effective. It would cost a substanti al
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anount of noney to get the contractor to put the punp back,

and, you know, to have it operating in the systemuntil we can

get a new punp in.

There we woul d be having to pay to put the punp in

and later on to pull the punp back out. And in the neanti ne,

as we use the punps, we would be paying sone kind of rental

val ue for that, too.

M5. PARSONS: Can we get sone figures on that just

to make sone justification on what the costs are conpared to

what it's costing the community with the | ack of water?

W have a CG9 issue that's still going on, as we
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all know, with the additives Upcountry, and we have people on

the waiting list that have been on for years, and noney

returned that they are upset about, and people that need to

cone on line. And, | nean, nmaybe we weigh the costs of --

MR TENGAN: All these itens you nentioned we

have, it's hard to place a value on as far as the irritations

and all that. The best --

M5. PARSONS: | mean, this is a 20 mllion-doll ar

| awsuit, George, if we get a lawsuit from Upcountry. Wat is

a 20 mllion-dollar lawsuit naybe to offset $100,000? That's

what we need to nmake a judgnent call on. Until we have the
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figures of what it's going to cost us to put the contractor's

punp in there, and the rental, and then weigh the issues of

what the issues are Upcountry -- this has been going on now

for -- if we get to 2005 before it's put on, and the Muyor

was, what, elected in 2002 -- was it 2002? Yeah, 2002, and

the fornmer director and the fornmer Mayor had opened up that

well, with the intention of putting it up wthin six nonths, |

t hi nk we have got a major lag tine here. And | think we need

toreally | ook at what we can do to help the conmunity

Upcountry.

MR, TENGAN: | think the fact that we are putting
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back or noving back the conpletion date for the project

I ndi cates that it was a good decision not to accept

reservati ons based on the well.

What it would have done woul d be to have people in

the community place nore reliance on the Departnent to provide

wat er when the water was not avail abl e.

M5. PARSONS: | just want to nmake sure it's not
politically notivated. | amreally concerned at this point.
MR TENGAN: | will give you ny prom se and ny

word that it's not politically notivated.
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M5. PARSONS: Can we get the figures so that the

Board can | ook at the figures?

MR, TENGAN: Yes, we can give you the figures as

to what it would cost to have the punp in and all that, but it

woul d certainly be difficult to put in the intangibles, such

as the value or the worth of dealing with the skin irritation

pr obl ens.

M5. PARSONS: Those are things that we can take

I Nt o consi derati on.

MR. TENGAN: Ri ght.

M5. PARSONS:. Ckay.
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MS. RAI SBECK: M. Chair.

CHAI RVAN HI RANAGA:  Yes.

MS. RAlI SBECK: Yeah, CGeorge, | have sone nore

guestions about the U upal akua project and why -- | nean,

did -- was there a specific dislike, as sonething -- for that

project, in the sense that they said this is unnecessary, or

it's too expensive, or it's serving people we don't feel need

to be served? | nean, what was the rationale for elimnating

It in this budget?

MR TENGAN: As | stated earlier, the rationale

was mainly financial, whereby if the loan is included in part

file:///CJ/inetpub/wwwroot/I nternetDownl oads/Water/Minutes/min040219.html (105 of 147) [8/14/2008 12:23:40 PM]



Department of Water Supply: 02/19/04, Budget Workshop

of the County's debt ceiling, it could inpact the County's

financial position.

And that's sonething that we are not involved in.

It's sonmething that the Mayor's O fice, and the Departnent of

Fi nance and, | suppose, the Budget O fice would be involved

in, in making policies and decisions in those areas.

All we were told was that we need -- the

U upal akua project wouldn't be approved for this current year.

But like I said earlier, you know, if it's determ ned that our

debt is not included as part of the County's debt ceiling

cal cul ations, then we certainly can push to have the project
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put back in place.

M5. RAI SBECK: How nuch ot her debt do we have

as -- | nmean, does the Departnent have -- how nuch debt that

Is not -- is any of it not included in the County, or it

didn't used to be included in the County ceiling? |Is that a

pr obl enf?

MR TENGAN: Prior to the Charter Anmendnent, the

Departnment's debt wasn't included as part of the County's debt

ceiling calculations. And the reason was that the GO bonds

that were issued on behalf of the Board were being -- the debt
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servi ce paynents were being rei nbursed by the Departnent.

MS. RAI SBECK: Thank you.

CHAI RVAN HI RANAGA:  Yes.

MR, OKAMURA: Just a quick question. | notice

t hat space for the Departnent is a problem and has been tal ked

about for along tine. |Is the Departnent sort of talking

about it or trying to figure out sonme possible things you

m ght be able to do, or have plans, or to trying to inprove

the situation, or -- you know, it sort of bothers ne that it

al ways cones up, and we should do sonething, you know But, |

don't know, you know. That would fall under the -- under you,
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but is just a question. Have you guys thought about it?

VR. TENGAN: | think that that's an itemthat's on

our m nds every day as we work, and we | ook at how cranped our

enpl oyees are. But, you know, the offer that was nmade under

t he previous adm nistration was resci nded by the current

adm ni stration. And, so, we need to continue and | ook for

nore space.

For this com ng year, we have, in the budget,

$100, 000 for rental paynents to accomrpdate our increase --

projected increase in our planning staff. And if we find

space for the planning staff, you know, we wll nmake
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consi derations to have additional space avail able for our

ot her staff al so.

MS. PARSONS: Kent .

CHAI RVAN HI RANAGA:  Yes.

M5. PARSONS:. Going back to that bond issue, did

the Charter Anmendnent state that that changed? That now this

goes under a mmj or fund?

MR TENGAN: It could have an inpact on the

County's debt ceiling, and that's an issue that hasn't been

resol ved yet, and we are still waiting for an answer on that.

MS. PARSONS: Yeah, but how -- | am confused,
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because if the Charter Amendnent really didn't nmake that

change, how cone we had to single out our financing? Wy did

it conme out of our budget?

MR TENGAN: It's because we are now, you know,

determned to be, in the words of Corp Counsel, a regular

departnent of the County. W are not sem -autononobus as we

wer e before.

And, you know, froma financial point of view we

were deened to be a separate entity fromthe County. And

al t hough general obligation bonds were issued on behal f of the
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Board through the County, it wasn't considered part of the

County's debt ceiling, because the Departnent was reinbursing

the County for the bond paynents.

M5. PARSONS: This isn't the first step to m xing

all funds, is it?

MR TENGAN: What's that?

M5. PARSONS: It's not the first step to m xing

all the funds, is it, the income and the rest of the budget?

MR TENGAN: |'m not sure of your question.

M5. PARSONS: That's scary.

MR. TENGAN: No, | don't understand your question.
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M5. PARSONS: No, | am saying you are not sure

whet her the bond at issue is underneath the County as a whol e,

because we m ght be a Departnent. But what does that do to

the resources to our other -- to other funding?

My understanding of the Charter Anendnent, when it

was proposed, was that we weren't going to mx -- we still

weren't going to be mxing our funds with the County's. That

was my under st andi ng.

MR. TENGAN. That hasn't changed. W still have

our separate fund.

M5. PARSONS: Just this bond issue.
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MR, TENGAN: It's just the bond issue with regard

to whether it's part of the County's debt ceiling or not.

M5. PARSONS: Wen will we get a determ nation on

that? Do you have any idea?

VR. TENGAN: | don't know. That's in the hands of

the Finance Director and Mayor's Ofi ce.

CHAI RVAN HI RANAGA:  Yes, Sally.

MS. RAI SBECK: Yeah. Could we get a |ist next

time for -- well, just a figure, for the fifth floor, how many

enpl oyees and how nuch the square footage is there, so we can

figure out how many square feet per enployee there. [|'ve -- |
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t hi nk the baseyards are okay, right, as far as space per

enpl oyee?

And certainly, at the, you know, the treatnent

center, the treatnent facilities, there seens to be |ots of

space for people. But, on the fifth floor, it's awfully

crowded. And can we just find out how many enpl oyees and how

many square feet?

MR. TENGAN: Yeah, we can update the information

on the study that was conducted about five or six years ago.

M5. RAI SBECK: Well, you don't have to update the
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who thing, just those two nunbers.

MR. TENGAN: No, the report has the square footage

and all that, and the projected enpl oyee count. But we can

update that information and get it to the Board.

M5. RAI SBECK: And the other thing is, this

room - -

MS. PYLE: Yes, this room

M5. RAI SBECK: -- is used nmaybe once a nonth,

maybe twice a nonth, and we don't really need it. W could

meet in the Planning Departnent. Wth a little flexibility

fromthe Board, we could neet in the Planning Departnent
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neeting room So, | strongly recommend sone plans m ght be

made in that direction.

VR. TENGAN: | think the adm nistration has

al ready | ooked into that, and there is a -- you know, there

are schedul i ng probl ens, because the demand for the Planning

Departnent's conference roomis quite |arge.

The other consideration that | nentioned is the

adm nistration. You know, we are paying a thousand dollars a

nonth for this roomhere. Wen we do have neetings that the

public is interested in, at |east we have adequate parking in

this area to encourage attendance to these neetings.
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And we al so nade the room avail abl e to ot her

County agencies, that if they need space for a neeting room

this roomis available to them

M5. KRAFTSOW | amsorry. | would like to say

sonet hi ng about this room since it's ny division that would

be likely put down here. | don't know if whether or not the

conput er issues could be worked out to have conputer

communi cation, but we would certainly need that. But aside

fromthat, working here, | do, over and above ny director's

obj ections, frequently work late at night. And | would not

feel safe here.
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The bat hroons are disgusting, and the tenperature

Is often unconfortable. And | would not really |Iike to have

ny staff in this room unless they were staff that were going

out in the field nost of the day.

That's just ny opinion, as the division head, not

Departnment policy. It may or may not have any inpact on

Departnment or adm nistration policy, but | just wanted to put

t hat out there.

MR. TENGAN: And this isn't what we are talking

about. W are tal king about this space and its use as a Board
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neeting area. W are not tal king about it as being used for

of fi ce space.

(Board Menber Nobriga |left the workshop.)

CHAI RVMAN HI RANAGA: Yes, d ark.

MR, HASH MOTO A comment about this space. |

guess this is -- | was on the Board for the last five years.

It's much better than where we were before as far as parking

and everything el se.

So, | think -- I don't knowif it's worth a

t housand dollars a nonth. But for ne, it's nmuch better here

t han where we were or at the Planning, because you have to

file:///CJ/inetpub/wwwroot/I nternetDownl oads/Water/Minutes/min040219.html (120 of 147) [8/14/2008 12:23:41 PM]



Department of Water Supply: 02/19/04, Budget Workshop

fight for space. But anyway, | have one questi on.

Wendy nentioned about the -- | guess budgeting

50,000 for the Wai kanpbi Flune repairs and to mtigate drought.

| guess | have been involved in Ag Goup that neets with the

Mayor al nost once a nonth, and he's nentioned several tines

about we are not -- the Water Departnent is not, | guess,

capturing all the water that needs to be captured in the

Wai kanoi area, either extending the flune or putting nore

flumes in. Has he nentioned anything to you?

MR TENGAN: Yes, he's nentioned that to ne, and

sone of his other ideas which we haven't pursued yet.
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MR HASH MOTO. So, | amjust wondering if nore

noney shoul d be budgeted for the flune repairs. Just a

comrent .

CHAI RVAN HI RANAGA:  Yes, Ken.

MR OKAMJURA: This is just a general question
regardi ng the budgeting process. Ckay. Thank you. | wanted

to ask maybe, whether it's an opinion or what, but regarding

the role of this Board in terns of the budget -- budgeting

process, the role of the Board, the role of the Mayor, and the

role of the Departnent and the Council.

| was, you know, trying to figure out, okay, how
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woul d the Council fit into this, you know? Can you clear it

up right now or still not really clear?

MR. TENGAN: M understanding of the Charter

Anmendnent is that the Board now is responsible for review ng

the Departnent's operating and Cl P budget, which is to be

forwarded to the Mayor's Ofice, for their approval and

forwarded to the County Council .

When it gets to the Mayor's O fice, the Mayor's

Ofice can still make sone changes to that and send it out to

the County Council. | think you are being sonewhat puzzled
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ri ght now, because -- it's mainly because we haven't -- or we

weren't able to start early enough in the current year's

budget, and we are comng to the Board with this budget

somewhat | ate.

| deal |y, we woul d have started the project early,

before the end of last -- the | ast cal endar year, so that by

the tinme we needed to get the budget up to the Mayor's O fice

i n January, it would have gone through the review process by

t he Board.

Hopefully, this comng -- not this budget here,

but the 2006 budget we will be able to do that, and | have
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already tal ked to Holly about maybe we got to get a nuch

earlier start in preparation of the budgets.

CHAl RVAN HI RANAGA: | believe | may have requested

Cor poration Counsel to see if the Charter is being conplied

with if the budget is presented to the Board subsequent to it

being submtted to the Budget Ofice. D d you get that

request fromyour -- | know you weren't here the |ast neeting,

but your substitute was here.

CORPORATI ON COUNSEL:  No.

CHAl RVAN HI RANAGA: Yeah, | nade a request to see

I f the budget is being -- the Charter is being conplied wth,
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by this current process, because | know that there are sone

practical hurdles. But | thought maybe you are not able to do

it, on a practical basis, does it nean, you know, sonething

needs to be changed? Either the Charter needs to be changed

or the scheduling needs to be changed.

So, | guess you could speak to Dudl ey, yeah.

Thank you.

| have a couple of questions. Page 33 of your
packet, West Kuiaha Road PRV. | believe the map, first of
all, is that the correct |location of the project? | think

that' s Kokomb Road and not West Kui aha Road.
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M5. HOMRD: There is a replacenent page to the

map that is on 34R

CHAI RVAN HI RANAGA:  What is PRV?

M5. TAOMOTO. PRV stands for pressure reducing

val ve.

CHAI RVAN HI RANAGA: What is a PRV, pressure

reduci ng val ve?

M5. TAOMOTO. It reduces the flow pressure in the

system so that right now we try to have a m niml pressure,

40 operating and 120 maxi mum So, at that -- the | ow PRV
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woul d be | ocated to reduce the operating pressure to within

that limt, within the 40 to 120 pounds |imt we work on.

CHAI RVAN HI RANAGA: Thank you. Could you j ust

expand on page 53, Upper Kula Transm ssion | nprovenents, Al ae

Tank to Kawehi Place. Could you expand on that?

M5. TAOMOTO. The Upper Kul a Transm ssion

| nprovenents Project is currently on hold in the design phase.

We have a design contract encunbered wth Sako & Associ at es.

And this project was transferred to ne, personally ne, to be

charged earlier this year, | believe in February, when | cane

back frommternity.
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| haven't found time to work on it because of | and

| ssues. The previous engineer, Herb Chang, told ne that |

shouldn't -- he didn't give the contractor notice, the design

contractor notice to proceed, and | shouldn't give themnotice

to proceed until we can resolve the land issues. And, so,

what | have budgeted here is $20,000 for those |and issues.

And | still need to figure out what those | and

| ssues are and take the appropriate steps to either acquire,

by easenent or by acquisition, the |and necessary to put in

t hese i nprovenents.

CHAI RVAN HI RANAGA: So, what is the benefit of
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this project?

M5. TAOMOTO This will connect Al ae Tank, which

isin-- 1 want to say Kula, but, yeah, | think it's in Kula.

And it's a two, three-phase project is it? |It's about a

t hr ee- phase project, and it begins at Al ae Tank, and it goes

t o Kawehi .

And if you look at the long-range CIP, there is a

second phase. And eventually, it connects back to our system

and it's just to provide additional transm ssion flow. And we

do have a new Al ae Tank in design right now.

MR. HASH MOTO Because | think several farners
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don't get water when it's full on drought. There is no

pressure here.

M5. TAOMOTO Yes, so this is a |long project

whi ch, because of the expense, extrene expense of construction

and design, we have phases begi nning at Al ae Tank.

CHAl RVAN HI RANAGA: One | ast question. If you

coul d just expand on the page 110, Kaupakal ua Wl |l Storage

Tank.

M5. TAOMOTO. Yeah, the Kaupakal ua Wl | Storage

Tank here is to be | ocated at the existing Kaupakal ua Tank
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where the well is. The original designer, ATA, had nade

accommodations to install adjacent to the existing storage

tank a second tank.

The existing tank, which | believe is either 200

or 300,000 gallons, is too small for the capacity of the well.

And, so, this 500, 000-gallon tank woul d be able to provide

addi ti onal storage, which the well can produce. So, there

Is -- the piping is ready for the second tank.

CHAI RMVAN H RANAGA:  And on page 67, Papohaku

Wat erl i ne Repl acenent, Mom Street, the street that the

Wai | uku Community Center is on, |located on --
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M5. TAOMOTO No, Mom Street is -- that's Wena,

| think, and there is another street, and then there's Mom

Street. N ka, | think, is the next street, and then the next

one is Mom Street.

CHAl RVAN HI RANAGA: |Is that primarily residential,

or what's on that street?

M5. TAOMOTG | believe majority -- half of the

street is residential, and | believe there are naybe one or

two smal |l busi nesses on the other half of the street. But

it's primarily residential.

CHAl RVAN HI RANAGA: Ckay. Thank you. (Goi ng back
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to the Qperating Budget, | notice you're planning to add, if |

amreadi ng this page seven correctly, eight new staffers in

t he Pl anni ng Depart nent ?

MR TENGAN: Yes, that was what was submtted to

t he Budget O fice, but in working wth the Budget O fice, we

find we are reducing that down to three positions.

CHAI RMVAN HI RANAGA:  You are reduci ng?

MR. TENGAN: Yes.

CHAI RVAN HI RANAGA: | was just wondering where you

were going to put themall.

MR, OKAMURA: How woul d the Budget O fice have so
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much power that they can tell the Departnent how nany peopl e

to hire and not hire?

MR TENGAN: Well, in this particular case, |

| ooked at how realistic it was for us to be adding on these

new positions, because it's a tine-consum ng process. And in

working with the Budget O ficer, | |ooked at the request for

t he additional positions and what | thought were the inportant

positions that we needed to fill to acconplish the m ssion or

the task of the Planning D vision. And, so, we ended up with

a planning two position, an analyst, and a clerical kind of
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position, | believe.

CHAl RVAN HI RANAGA: On the current budget for

pi peline repl acenent, how nmuch do you estimate will actually

be expended of that budgeted anmount?

MR. TENGAN: This com ng budget?

CHAI RMVAN HI RANAGA: No, the current year.

MR. TENGAN: The current year.

CHAI RVAN HI RANAGA: You have listed two mllion.

M5. TAOMOTO. The pipelines only, yeah? The only

project on the pipe -- in the pipeline programthat | think we

m ght have problens with, due to lack of funding, is Hana to
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Hanoa, Hana- Hanoba waterline project.

Al the other projects we plan to encunber those

ei ther design or construction contract before the fiscal year

ends in Decenber. But, as you know, we are one short staff.

And if you didn't know, there is two engineers in ClP doing

the review of the design consultants, overseeing the design

consultants, and trying to bid out the project. That would be

nyself and Larry Wnter.

And, so, we are short staffed by one person. And

| am responsible for, | think, 99 percent of the pipeline

projects. | think Alan Murada has one. And, so, ny plan is
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to try and get those funds encunbered. And the only thing I

can foresee having a problemw th encunbering is that

Hana- Hanoba because of unexpected problens that | have been

notified of.

CHAI RVAN HI RANAGA: (Ckay. Thank you. Yes, Sally.

M5. RAISBECK: | did have a question regarding the

Brown & Caldwell nodel. And | renenber well, when they

presented that nodel, and | renenber being amazed that the

total value of all our facilities was 750 mllion. And that's

why the depreciation each year that we shoul d be upgrading

t hi ngs comes to so nuch, 9 mllion.
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And ny question on the nodel is, was that a

conput er nodel where you keep changing the structure? In

ot her words, they took all the infrastructure that we had at

that time and put it into the conputer program

Are we -- are we adding to that as we get new

I nfrastructure, so that it stays up-to-date, or is it still

stuck back with the infrastructure that we had avail abl e at

the tinme they did the study? And wll it ever -- will it be

useful to do these financial kinds of studies if it's not

bei ng upgraded? | nean, is it being upgraded constantly, so
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that it's up-to-date if you wanted to do a financial study

using it? Am | making nyself clear?

M5. KRAFTSOW Well, | guess there is a two-part

answer to that. But the short, i medi ate answer i S no. |

haven't added additional inventory to that nodel. Fiscal

D vision does maintain an inventory of our systemas it's put

in wth the depreciation and everything.

We have been working on upgrading the -- for the

G S and hydraulic nodel, which we are trying to do them as

one, the systeminventory. And we have discussed, with the

consul tants, what the best way would be to both tie in
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geographic to that asset nodel and to continue to update the

I nventory.

The question was whether it would be nore

efficient to just update it and spend the tine to update it as

we go along, and then later we are going to just conpletely

replace the inventory and put it back in with codes that w |

tieit tothe AS, or whether we will just get the S up to

date, and when we have all the codes, send it to the

consul tant and have them do one bi g upgrade.

In the interim the total value of the system

fiscal does nmamintain and update that in their own conputer
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dat a basi s.

M5. RAISBECK: | amafraid | didn't really follow

that, Ellen. So, what -- so, if you regard the Brown &

Cal dwel | nodel, which | assune is a conputer programwth the

dat abase of inventory, that still exists but in the ol der

version. So that if you wanted -- so that it would need to

have the data added to if one wanted to run financial studies?

MS. KRAFTSOWN Yeah, it wouldn't be that -- |

nmean, you have a |list of everything that's gone in since then.

It's only about three or four years or so. Yeah, we woul d

have to add it.
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It probably wouldn't affect things that

substantially for the next 20 years, because anythi ng new t hat

was added is not likely to depreciate in -- right nowin the

pl anni ng phase. Do you know what | nean? |In the planning

timeframe. But, no, we haven't done that at this tine.

MS. RAI SBECK: But, al so, besides adding new

t hi ngs, you need to -- when you replace, you would need to

renove what they have in that database.

M5. KRAFTSOWN That's correct.

M5. RAI SBECK: And substitute |ike you --
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M5. KRAFTSOW  Yes.

MS. RAI SBECK: You actually increase the 6-inch

pi peline to an 8-incher and 12 incher.

M5. KRAFTSOW That's correct.

M5. RAI SBECK: You would need to do that change in

order to run it?

M5. KRAFTSOW That's correct.

CHAl RVAN HI RANAGA: Thank you. One question that

cane to m nd about the Upper Kula transm ssion system because

of the bond issue, you renoved it fromthe budget. D d you

then insert another project to fill that 5-mllion-dollar
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reduction, or you just decided to reduce your budget request

by $5 mllion?

MR, TENGAN: As Wendy showed in the presentation,

the total budget was cut by the $5 mllion, and no other

projects were put in to replace that project.

CHAI RVAN H RANAGA: | s that because of the | ack of

tinme to cone up with the replacenent projects or because the

adm ni stration wanted the budget reduced by 5 mllion?

MR, TENGAN. It's nore a function of financing and

f undi ng.

M5. TAOMOTO. Yeah, in Holly's handout, you have
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this sheet that shows total budget replacenent fund, water

syst em devel opnent, source, storage, water devel opnent. The

10 mllion for the Kanole clear well and the U upal akua wat er

| nprovenents is not included to be comng out of this CIP

budget .

So, when they cut the 5 in the Safe Drinking Water

Loan, it didn't directly affect anything in our CIP proposed

budget. That was -- we have 10 for the CI P avail abl e funds,

and then we had 10 in |l oan nonies. So, that was just com ng

out of |loan noney. So, we didn't have the five to add from

our avail able Cl P.
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CHAI RVAN HI RANAGA: Ckay. Thank you. Any further

questions? If not, | want to thank the Departnent for their

presentation, and this neeting is adjourned.

(Recess, 10:46 a.m)
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