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ITEM NO. 1:

FY 2008 Budget (C.c. No. 07-29)

VICE-CHAIR HOKAMA: ... (gavel). .. The Budget and Finance Committee
shall reconvene its meeting. Members, Chairman Pontanilla had to take
care of some commitments. Therefore, I am assisting him this afternoon
by chairing the Budget and Finance Committee as your Vice-Chairman.
This is a continuation as, as I understand it, Members, from an earlier
Water Department review that Chair Pontanilla had conducted with you
and that we are still in need of some responses from the Department and
I'll ask Mr. Taguchi for him to give a slight recap and status of where the
Committee stands today regarding the proposed Water Rate Study and fee
proposals. Mr. Taguchi.
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MR. TAGUCHI: Thank you, Vice-Chair Hokama. Primarily, we were not
finished with the discussion on the Department of Water Supply's Water
Rate Study. The Water Rate Study was initially taken upon ... discussed
on the April 4th meeting. However, there were further questions regarding
the Water Rate Study that was not answered. In response to Members'
request, Chair Pontanilla recessed the ... yesterday's meeting to allow for
time to pick up the discussion on the Water Rate Study today. However,
unfortunately, due to the shortness of the time period and even when we
sent out the request for information to the Water Supply Department, they
have ... they are not able to provide all the answers to the written request at
this point in time. However, if they're able to verbally respond, then that
would be beneficial to the Committee. The reasoning for having the
meeting at this time is primarily the Budget's schedule is being impacted
in the sense that we will have longer and longer meetings and the
opportunities to have this discussion is limited.
VICE-CHAIR HOKAMA: Thank you, Mr. Taguchi. Members, at this time the
Chair will recognize Mr. Eng, Director of the Department of Water
Supply, for his comments at this time for the Committee.
MR. ENG: Thank you, Vice-Chairman Hokama. Good afternoon, Committee
Members. Holly Perdido, our Chief Fiscal Officer, and myself are
available this afternoon to continue with the discussion of the Water Rate
Study and we are available to respond to any of your questions that you
might have. So we are prepared to do so. Thank you.
VICE-CHAIR HOKAMA: Okay. Thank you very much, Director Eng.
Members, the floor is open. Ms. Baisa.
COUNCILMEMBER BAlSA: I have a question that is not necessarily about a
rate, but a general question. What does it take to qualify for agricultural
water rates?
VICE-CHAIR HOKAMA: Department.
MR. ENG: Okay. Member Baisa, basically, the person that. .. or the applicant
must be in ag zoned land. That's somewhat of a primary criteria. They
have to submit a GET license to us indicating the type of activity and there
is annual reapplication for the ag rates. But other than that we do do an
inspection initially. Someone from our Field Operations Division will go
out. But again, it's, as we all understand it, somewhat subjective in
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determining what might or might be an ag activity. So that's currently
where we stand today.
COUNCILMEMBER BAlSA: Is there any way around that? I, I have a
constituent who is a farmer Up country and I wanted to verify that his, you
know, concern was accurate so I made a visit just to look it over and see if
it was ag myself. You know, I was raised on a farm so I know ag when I
see it. And I see the fields all plowed and laid out with plantings and
everything and he has contacted me and said, I don't qualify for ag rates
because I'm not on ag zoned land. And so I'm wondering if there's any
way that we can assist because we all know that there's lot of people who
are supposedly on ag land not doing ag and get ag rates. It seems like this
is not appropriate. Help me.
MR. ENG: Member Baisa, I believe I'm familiar with that specific individual.
He's communicated with me a few times, and unfortunately, again I feel
for his situation. And I know in the Water Resources Committee, the
Committee is looking at various definitions, and hopefully, at the end of
all this it will be addressed properly and satisfactory to all of our concerns
here. Thank you.
COUNCILMEMBER BAlSA: I'm not happy with that answer because we don't
know how long that might be. But you know, I dealt a lot with the Federal
government when I did .. .in my former job and many grants would come
with restrictions or decisions from Federal government as to guidelines. I
never ran into a program that could not supply a waiver if it was asked for
and well-documented. We don't have any of those provisions in our law?
VICE-CHAIR HOKAMA: Department.
MR. ENG: Thank you, Mr. Chair. I'll have to look into our rules. I believe the
Director in certain circumstances can either waiver or exempt certain
individuals and let me look into that. I'll deal with caution, too, because it
could open up an avalanche of requests. So whatever I do I may even
consult with you to make sure that we're in agreement in the direction
we're planning to go.
COUNCILMEMBER BAlSA: I would really appreciate it and if it can be done,
great. If you have ... the answer is ultimately no and we need to wait until
we can adjust rules, then so be it. But I really would like us to make a
good effort because this is a person who is sincerely farming. And if
we're going to talk about supporting agriculture and that we're all for
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farming and open space and all of the above and sustainability, then I
think we need to help somebody who's making an honest effort. Thank
you.
VICE-CHAIR HOKAMA: Thank you. Ms. Johnson, any questions at this time?
COUNCILMEMBER JOHNSON: Just along those lines - have you ever
encountered any situation where somebody. . .instead of asking for a
waiver, they actually came forward and filed for a subsidy, you know,
with regard to their agricultural operation, from any jurisdiction?
MR. ENG: No, I haven't. Maybe I'll ask Ms. Perdido about that.
MS. PERDIDO: No, not to my knowledge-COUNCILMEMBER JOHNSON: Yeah, and ...
MS. PERDIDO: --since I've been at the Department.
COUNCILMEMBER JOHNSON: Yeah, I don't know. This may be another
how we kind of give the homeowner exemption where in certain
circumstances if you meet certain criteria, you can exempt the first
300,000 of your rate. I don't know. It's just a thought about one way that
we might actually be able to mitigate some of that financial hardship that
is occurring to our farming community. So I'd be open to any suggestions
that you have or any other models but that would be one area that I would
try to find out. I know that the rate study, at least from what I've been
able to gather, seems pretty uniformly applied so I, I'm looking for ways
that for those unusual circumstances or there's hardships where we can
mitigate it and try to lessen the burden on those people that can't afford it.
VICE-CHAIR HOKAMA: Thank you, Ms. Johnson.
questions in this round?

Mr. Medeiros, any

COUNCILMEMBER MEDEIROS: ... (coughs) . .. Excuse me, Chair.
discussion is on the Water Rate Study or is it open to other areas?

The

VICE-CHAIR HOKAMA: Basically, my instructions I received from Chairman
Pontanilla was that this particular afternoon's meeting was more about the
Water Rate Study.
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COUNCILMEMBER MEDEIROS: Right. Okay. Okay, I will defer at this time.
No questions.
VICE-CHAIR HOKAMA: Thank you. Mr. Molina.
COUNCILMEMBER MOLINA: Yeah. Thank you, Chairman. Mr. Director, in
the report it mentioned that the ... within the Office of the Director, cost
centers of operation and maintenance and expenditures, the report notes
that professional services have accounted for a majority of the increases. I
don't know if at this time you're able to respond to the specific
expenditures. Are you able at this time to give us just a broad answer as to
how you plan on curtailing some of these expenses or higher overhead? I
know it's difficult to do, but are you able to respond to that at this time?
MR. ENG: Mr. Chair, the increase in professional services under the Director's
Division is basically for $75,000 for a study to look at our water system
development fees. Again, we haven't reevaluated it in several years and
we think it's an opportune time to do so. So it's more of a one-time ...
COUNCILMEMBER MOLINA: So it's not a fixed expense then, yeah?
MR. ENG: No, no.
COUNCILMEMBER MOLINA: Okay. And with regards to the I guess the 2004
I guess the Water Rate Study was done and that the County was using
more money coming out of the 5/8-inch meter, is our water usage still high
or has it gone down as it relates to the 5/8-inch meter?
MR. ENG: Yes. As I understand it the consumption from our average 5/8-inch
meter is much greater in the other counties within the State and it could be
for a number of reasons. Maybe there are some large, you know,
commercial accounts that are using quite a bit of water or it could be an
indication of basically our, our single family consumption and perhaps the
lack of good conservation efforts among the large users.
COUNCILMEMBER MOLINA: Uh-huh.
MR. ENG: So when I think these. . .the new rate structure is. . .it will try to
address that.
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COUNCILMEMBER MOLINA: So with this proposal or proposed increase, you
think that will serve as a, for lack of a better term, a motivator for
commercial establishments as well as residences to conserve more water?
MR. ENG: You know, we don't know the impact on commercial because most of
them will stay in the general rate and they won't have that, that fourth tier,
that fourth block of higher rates.
But maybe as overall County
philosophical position of conservation it may help, you know, in that
effort. But just based on the total number of customers that we're trying
to get to, our consultants indicated that 90 percent of the S/8-inch meter
customers were of the residential category so I think that's a pretty large
audience to go for. And so we'll see as we proceed with this new rate
structure.
COUNCILMEMBER MOLINA: Okay. Thank you.
MR. ENG: You're welcome.
COUNCILMEMBER MOLINA: Thank you, Chairman.
VICE-CHAIR HOKAMA: Thank you, Mr. Molina. Mr. Victorino.
COUNCILMEMBER VICTORINO: Thank you, Mr. Chair. Mr. Eng, I think I
can speak safely that through the years being on the Water Board one of
the things that I got loud and clear from the public was, a) we want safe,
clean, potable water, and that, that's the whole premise of what the public
expects from you and the Department. Is that not correct?
MR. ENG: That's absolutely correct.
COUNCILMEMBER VICTORINO: And I think with EPA and some of the
changes that are coming down the pipeline that have already come with
the tremendous increase in utility costs and the, and the desire for clean
water to be pumped, especially if it be pumped up at either Pookela or
Up country or wherever. Also, with the other aspect that as we have gotten
into an age of a lot of aging pipes, aging systems throughout the County,
the cost has got to be borne by somebody, okay. If it's new development,
hey, I'd like to see the developers pay for everything. I have no qualms
with that. But when it talks about aging infrastructure - taking over
infrastructures that were substandard - private systems that the people of
Maui County bought into by buying into areas that did not have County
systems but had private systems with ... for which now we're getting
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"stuck with", yeah. These are all things that are contributing to these rate
increases. These are not rate increases that you want to just pass on to the
consumer.
We have ... and I know you and I have talked about this and the people
have to understand that there comes a point where, unfortunately, we've
got to pay the piper. And we are coming to the point if they want water,
they got to do one of two things I think. One, is conserve wherever and
whenever possible. I think that's very important. And secondly, we've
got to realize that costs are increasing and we have a system that makes it
very expensive especially in segmented areas. And do we charge these
segmented areas a higher rate and keep other areas lower that all don't
have the same problem or do we work together and subsidize and make it
fair to all? A question that you grapple with and I think these rates have
done a good reasonable anticipation of what the people of Maui County
want from their water system, and I believe that there's not much else you
can do.
Also, in closing, I'll say this, I know that with the undetermining factors of
treating water, pumping water, being able to move water from A to B so
that people of Maui County have clean potable water, safe potable water,
water that they not getting itched and everything else no matter where they
live in this County, especially now that we're going to use more and more
surface water, that's something that makes it more important. So I think
when I look at your rate study and I'm biased because I've been around,
I've seen it, I've seen its development, I understand it, and I hope the
public understands that what you're trying to do and what we're trying to
do is find the fairest most balanced way of giving them what they deserve
in the most efficient manner and asking them to help us in whatever they
can, like conserving and not wasting this precious resource called water.
What do you say to all that?
MR. ENG: I'm in total agreement, Member Victorino. And I think that's what
we're trying to achieve with this rate increase in our current budget is a
couple things. One, we're talking about the conservation and we're
looking at that, that fourth tier of the single family customer and I think
we can probably make great strides once they see their first water bill.
The other thing that's important and this is what Ms. Perdido pointed out
to me this morning is that we also structured the rates to protect the single
family ... the average single family customer. For the average single
family customer using 30,000 gallons over a two-month period, their
water cost will only increase nine cents per day. And then we also want to
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protect the low income, fixed income low user of water, and this is in the
order of maybe around 10,000 gallons per bi-monthly billing period.
Their increase will only go up like three cents - 3.3 cents per day. So
we're protecting I think the right segment of population we want to. We
have some money in from our revenues to address some of the failing,
antiquated facilities. So I think we've achieved a number of things with
this rate study and rate increase and I'm pretty pleased with what I, I've
seen of it so far. I'm just hoping we will get the results that we intend to
seek. Thank you.
COUNCILMEMBER VICTORINO: Thank you, Mr. Chair.
VICE-CHAIR HOKAMA: Thank you. Mr. Mateo.
COUNCILMEMBER MATEO: Chairman, thank you very much. And I don't
really know where to start so I guess I'm .. .I guess we'll start with CI. ..
the Department's CIP abilities and I think as referenced earlier the report
in itself, you know, for, for me, well, was really complete. If you turned it
all the way .. .if you turned it upside down and start with the back part of
the report when it tells you in terms of CIP, the very last item tells us
specifically, prepare a water system master plan. That should have been
first. You know, because I, and you know, the whole report says the focus
of the Department of Water Supply is to engage a more aggressive CIP
program where the minimum to be spent is 30 million point. .. $30.3
million. The Department has I think at this point already that figure if not
just a little less of CIP encumbered funds that cannot even be spent. So
are you like this over your head with the inability to complete your CIP
projects?
The methodology in the report itself says, you know, you need to continue
the aggressiveness in your .. .in approaching your CIPs and I still don't get
it, Mr. Eng, because you do not have a master plan. The Department's
coming to this body and saying, hey, folks, I understand the need that we
have to pay for the use. But you know what? The Brown and Caldwell
Report from more than a decade ago told us the County system is
antiquated.
Our ability to store water is questionable because of
deterioration. What did we do about it when we spent the money for the
report? We put the report on the shelf with a lot of other reports that told
us of the doom and gloom. And now we again contracted, you know,
RW. Beck to give us another report and this report should have start with
the very first premise - give us a master plan.
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You know, so I'm just going to go back to it again, you know, and the
scenario of walking through the door because you better hurry up because
the door is going to hit you on the way out because we still don't have a
master plan and here we are looking at each other and saying, there's a
request for an increase. Sometimes when we understand the rationale, the
purpose, the intent of the increase based on a plan, it might be easier for us
to say I agree and I support that, and at this point, I don't agree. I will not
support it until we have a master plan.
MR. ENG: Mr. Chair?
VICE-CHAIR HOKAMA: Director Eng.
MR. ENG: Member Mateo, you know, in actuality our Planning Division does
have a long-term master plan. It's where they probably need some
tweaking, probably need some updating, but there is a plan in place, and
one of these days I'd like the opportunity for Planning Program Manager
to present what she has. It's fairly complicated and unwieldy, but. .. and
it's something that we are constantly. . .it appears to me that the
Department in developing their annual CIP Budget, they do use that as a
reference where there's so many other needs that come up and, and as far
as, you know, new source development or other antiquated CIP projects
that have become a higher priority that there is .. .it's a constant dynamic
effort. I'd like to one day invite her, our Planning Program Manager, to
this body or to the Water Resources Committee, and, and review with
everyone what we do have. But, of course, it needs some tweaking, you
know, and it doesn't really still address the water use and development
plan that we also need that will determine the direction we're going in
developing new sources. So it's a multi-prong attack in what we're trying
to do. I'm trying to bring it all together. You know, we got stuff out there
in our Department, you know. We just need to get it to congeal and make
it understandable and make it available and utilize it. And that's, that's
one of my foremost goals at this stage.
COUNCILMEMBER MATEO: Mr. Eng, the last, the last water source that was
developed by the Department, was that Pookela?
MR. ENG: Yeah. That is our last.
COUNCILMEMBER MATEO: And Pookela has been how long in the making?
MR. ENG: I think longer than five years--
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COUNCILMEMBERMATEO: Yeah, it's been over six, six years.
MR. ENG: --to my knowledge.
COUNCILMEMBER MATEO: And your water use and development plan by
the Department, the first water use and development plan that was, that
was accepted, was for what island?
MR. ENG: You know, I don't know what island. I know it's a 1990 plan-COUNCILMEMBER MATEO: But what is ...
MR. ENG: --was the last one that was adopted.
COUNCILMEMBER MATEO: The last, the last water use and development
plan that was adopted was Lanai. The system on Lanai is not the
County's. So why do we go through the door again? We should have
done and dealt with County systems and we didn't. So, you know, to me-MR. ENG: Yeah.
COUNCILMEMBER MATEO: --I go back to the very beginning scenano,
Mr. Eng. We need the master plan.
MR. ENG: Yeah. I'm totally-COUNCILMEMBER MATEO: That's what,-MR. ENG: --in agreement.
COUNCILMEMBER MATEO: --that's what I am saying we're lacking. Thank
you. Chairman, I'm done. Thank you.
VICE-CHAIR HOKAMA: Thank you. Ms. Anderson.
COUNCILMEMBER ANDERSON: Thank you, Chair. I have to say I'm in
agreement with Member Mateo.
You know, the water use and
development plan is not just for planning new sources. It's also for
planning the fiscal needs to maintain the current system. And you know, I
know that we sent you . . . at the last meeting we asked you a lot of
questions that you're still trying to answer. But I think what we need to
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know if you do have a master plan ... well, let me put it this way and let
me just ask a question and then I'll make a few other comments. What
specifically, if this rate increase happens, what projects do you specifically
have in mind to move forward on? With I think you .. .I don't have the
figure in front of me right now. I lost my notes from the last meeting, but
I think it was six point something million that this proposed rate increase
would realize, and that of that six million something like 3.4 something is
what you earmarked for upgrades or replacements, and then the rest is
administration and electricity.
MR. ENG: Yeah. The rest is a combination of the different CIPs. Yeah, you're
right. Again, in two days we'll be before this body again going over our
CIP. But, yeah, you're right. Of the $6.7 million of realized additional
revenue in this fiscal year and new rates, 3.0 will go towards capital
replacements and our total CIP budget we're requesting is like 24.7
million. So there will be another 21.7 million in CIP projects. A variety
of replacement projects, waterlines, we have two tanks that need their
roofs repaired. We're also looking at upgrading some of our surface water
treatment facilities to increase efficiency and production, the completion
of a couple new groundwater sources. So it's a variety of CIP projects.
COUNCILMEMBER ANDERSON: But I think what we need to really
remember is that if we are increasing the rates to existing users that
increase should not go to future development or expansion of the system.
It should go strictly for improving the system that they currently use
because it's their money to improve their system. And so what I need to
know, Mr. Director, is, you know, and I know we'll get into CIP before
any decision making is made so we'll have a chance to get in-depth on
that, but is the three million in capital improvements that you're
earmarking from this rate increase, is that currently included in the CIP
budget?
MR. ENG: Yes, it is.
COUNCILMEMBER ANDERSON: Okay. And so because I think, you know,
we need a master plan. You know, when I look at the 1992 Water Use and
Development Plan and you look at the funding that they set aside that just
at that time of what it would take. This is no system development. This is
no future needs. This is as of 1992. It was staggering! Over $70 million
and it could have been 170 million. The figures just in my mind at 70
million and so I know that it's at least that and I think it might be 170
million needed just to upgrade the existing lines. So how. .. and that's
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why we need the water use and development plan because if we had that
plan in hand, we could see each year what we need to dedicate to just
keeping the current system viable. And where have we fallen off that
track and how much catch up ball do we have in front of us?
So what I'm trying to get from you, Mr. Director, is a figure of what it's
going to take to repair the current system. You've got deteriorating lines,
you've got galvanized lines, you've got lines that are too small, you know,
whatever it might be, and that's also to include the necessary increases for
fire flow. Because I'm sorry, I don't think it's right for the County to
charge individual homeowners to upgrade the County system to their
meter. You know, I mean, why is it okay for us to use County money to
upgrade the Hana line for fire flow? And everybody along the line, you
know, gets to take the advantage of that without putting any money in it.
But yet, when a single landowner wants to build a house on a lot that's sat
vacant for years, the Department is requiring them to upgrade the line
from the main line to their home for fire flow benefiting everybody in
between. So I think we need to see a schedule of where we need to
upgrade our lines and, and nothing detailed and complicated, just you
know, some generalized figures. And I would hope that you would have
that for Central Maui already in that that portion of the water use and
development plan should be to that stage because you're going out to the
public. So we need to know what the big picture is here because you're
asking us for a big increase and we want to be able to justify that to the
public because, you know, you start adding up all these rate increases for
sewer and garbage and water and all of it, it's going to hit hard in some
people's pocketbooks. And, and I appreciate your wanting to force people
to conserve and so the rate, you know, the rate ... (change tape, start IE)
... you know, over 50,000 gallons a month.
But I want you to know, and I'm sure you already do, that there are plenty
people in this County who use over 50,000 gallons a month, and, and these
are just regular old people, not necessarily multi-million dollar homes. I
live in Maui Meadows and I would venture to guess that everybody in
Maui Meadows uses over 2,000 gallons a day, upwards of 2,400 gallons a
day, and, and when they bought there, they bought in a very arid place.
The County allowed them to build there. The County, you know, they
were all what, quarter-acre lots? The County allowed them to landscape
out their lots and so now we're telling them if you want to keep your
landscape healthy, you got to pay this increased rate. You know, I don't
know how fair that is.

- 12 -

BUDGET AND FINANCE COMMITTEE
Council of the County of Maui
April 10, 2007

So my question is under general rates, you don't have a rate increase for
anything over 30,000 gallons, and Members, I'm looking at Page 5-6 in
the Beck report, but the proposed rate schedule is several places in your ...
in here. But just for reference I'm using Page 5-6. So the increased rate
from $3.40 a 1,000 gallons, and this is for 30,000 to 100,000, and then
anything over 100,000 is 4.20. And under general rates, Director Eng,
there is nothing for anybody using over 100 ... over 30 ... there's not a rate
increase from 100,000 and, and up, and so I'm assuming that this must be
where hotels are.
MR. ENG: Yes. You're right, Member Anderson, and other types of commercial
establishments. It might be a mom and pop store. You know, it might be
such a business that they can't conserve or control as much as a single
family. Because single family, again, primarily the excess water usage is
in landscape irrigation.
COUNCILMEMBER ANDERSON: Yeah, but you know, if somebody's like I
said had a home for 20-25 years, in many cases Maui Meadows, 30 years,
and they have established landscaping, what are you going to tell them?
You know, to keep your landscaping alive, we're going to charge you an
extra 100, 150, $200 a month. I don't know how fair that is, especially
since there's nothing in here for hotels. And I, I'll tell you something, if
there's anybody that needs to conserve, it's hotels who give their guests ...
you go to a spa you get seven towels by the time you get out of there. So
where is the rate increase for them under general rates?
MR. ENG: I think Member Anderson it's forthcoming. I think in the future I
personally would like to see us address those other classes of customers,
maybe pull off the hotels, condominiums, at least the visitor-oriented
condominiums, out of general rates. It's something I think we want to
explore and I think it's something that's doable.
COUNCILMEMBER ANDERSON: Well, it certainly is doable. I think it's
something we need to explore right now because why do we put the
burden all on our, our homeowners when certainly condominiums and
hotels use a lion share of the water and those people are not residents and
don't really care about conserving. And so I'd like to know how many
hotels used the County's water system and what water they consume. And
you know, no offense, but the way I read this report is much in the same
way Member Mateo has, is that you come up with what you want and then
the report justifies it without really sort of a backwards way of going about
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it. And so why isn't there a delineation under general rates to consider
hotel consumption? Is that something that you can give us right now? I
mean there aren't that many hotels and it certainly should be something
the Department can, can pull out for us and tell us how much water each
of these hotels use, and you know, break it down by number of rooms or
something to get an idea. But you know, if the hotel's using .. .if a house
in Maui Meadows is using 2,400 gallons a day for two people or four
people, how much is a suite at the Grand Wailea using for four people a
day? And why don't they have to pay the $4.20 per thousand when we're
asking our homeowners to do that?
MR. ENG: Member Anderson, I'm actually on exactly the same page as you
when it comes to that. I, I, again, this was developed over a period of time
and in particular last year the consultant was directed to create this new
classification. But I viewed this when I first saw this report as just the
beginning and I do believe the hotel class is something that I would like to
see personally. It's something that I've, I've seen may not be intentional
abuses because they normally send out the conservation message to their,
to their guests, but in reality when you walk around the grounds, when you
see the amount of water used everywhere. Water features are real
problematic for me, especially when they're on oceanfront property, you
know, it just doesn't make a lot of sense. So one restriction we had I think
at this time was identifying all of our larger consumers, customers and we
may not have that readily available on our existing billing system. You
know, we have to go in and do the survey. Is this a condo? Is this a
visitor-oriented condo? Or is it just a multi-family, local condo? So we're
going to have to use some ... a little extra effort.
COUNCILMEMBER ANDERSON: Okay. That would be nice, but for, you
know, for the purposes of what we have in front of us, you're asking us to
make a policy decision here and it isn't just a matter of across-the-board
rates ... rate increase that everyone's going to share in. There is variables
involved in here. We don't have that many hotels. Please give us the
hotels that are using County water and what their monthly consumption is
and also the number of units in the hotel. Because I see a lot of ways to
conserve that wouldn't penalize people who, who don't deserve to be
penalized.
We're still waiting for the conservation plan from the Board of Water
Supply. We gave them an extension I think until April 10th or something,
right about now. So we're looking for that to see what kind of
recommendations they have in their conservation plan.
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But certainly, I mean I live down there and I. .. and when it rains, of
course, people don't think it rains in Kihei, but it rains a lot down there as
of the last couple years anyway, and I see sprinklers going all over the
place - hotels. You know, it's pouring down rain and their sprinklers are
still going, and, and when it's not raining and the streets are dry, I see
water running down the streets. So I think there's ways that we can, you
know, get a water police out there and, and start fining people for wasting
water instead of penalizing our residents with higher rates because we're
tight on water and we're tight on money because the system hasn't been
maintained and up ... kept up with retro ... well, retrofitting and, and I
don't want to say upgrades. That's not the right word, but just, you know,
what did you call it? Not upgrades - replacements.
You know, I mean I just feel that we need to look at this in its larger
picture and if it's a policy decision you're asking this body to make, we
can certainly include hotels in that policy decision, and you know, charge
them the extra - what is it - ninety cents per 1,000 gallons if they go over
100,000 gallons. I don't know why we can't spread out the pain. I think
that's all I have for now, Mr. Chair. So would it be possible for you to do
that just to give us an idea of the hotels, and then, and then some kind of a
schedule?
MR. ENG: Yeah. We'll see what we can come up with.
COUNCILMEMBER ANDERSON: I mean maybe you need to explain to me. I
don't understand how you do this. It seems to me that they should stand
out like a sore thumb. If you have a list of, you know, they're going to be
the largest consumers, right?
MR. ENG: Yeah. We'll see what we can do. I don't think it's that simple
extracting that information but we'll do what we can.
COUNCILMEMBER ANDERSON: Okay. Thank you. Thank you, Chair.
VICE-CHAIR HOKAMA: Okay. Thank you, Ms. Anderson. The Chair would
share with the Members of the Committee that what you have before you
is a Water Rate Study with a proposal. The Committee can recommend to
Council all of it, part of it, revise it, or none of it, okay. So you have a full
spectrum of options that you can consider as we move forward with this
water rate consideration, Members. You know, you're not bound to stick
in within the pages of the study. You may want to accelerate things. You
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might want to spread it out over a longer period of time with consultation
from our departments and other professionals. But it's going to be the
nine of us that's going to make the call on this. So I just want to share that
with you.
My comments orland questions for the Department this afternoon and I
will be the first to say that although I was not here during the presentation
of Ms. Hajnosz and the Department earlier, I was able to view all of you
through the magic of Akaku on a replay. And I would say, Mr. Director,
and I know where your point in time starts, but to understand I guess the
frustration that you hear all over, and for me it's that I have supported 12
percent increases two years earlier. I think it was the '05 Budget, the '06
Budget, or the '06 and '07, I, you know, all I do know is I've supported 12
percent increases and the problem that I guess for many of us, including
our community, is what have we to show for those 12 percent increases?
You know, as a Member of this Committee I can tell you I've supported
almost every single CIP request when I was the Budget Chairman and last
year during the Council Chair's tenureship. I don't believe I've not
supported the Department's need to have capital improvements. And I
think you've heard the comment already about Pookela Well and our
frustration with that specific project. But if for two consecutive years
we've had 12 percent increases, more than likely people like myself, and
I'm considering myself just a regular Joe like most people, are saying,
what did I get for paying 12 percent in two succeeding years? Our water
pressure hasn't improved, my sewer bill has gone up, my water bill's gone
up. What have I gotten as far as more stability and security that whenever
I turn on the water I'm going to have the water, and depend on where I
live, do I need to deal with restrictions in the future?
So I just giving you some of backdrop of my, my concern, Mr. Director, in
that this proposal now comes up with an 18 percent general overall
increase so now the guys going to go 12 percent, 12 percent, 18 percent, I
still cannot see an improvement to my water service. So you're going to
need to help us be able to convince the customer that with all these annual
increases, how has this made his confidence in our Department's water
supply to perform to meet their needs and ensure safe drinking water at the
quantities that the resident, you know, requires.
MR. ENG: Chair Hokama, if I may respond to that? And I think I will ask
Ms. Perdido to explain the previous two fiscal years 12 percent increases
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and she will point out basically that the additional revenues went basically
for the operating expenses and, and Ms. Perdido can explain that to you.
VICE-CHAIR HOKAMA: Thank you. Ms. Perdido.
MS. PERDIDO: Okay. In our Fiscal Year '06 we hadn't had a rate increase I
think it was since 2002, if I'm not mistaken, and basically that rate
increase was the majority went for electricity and then additional for water
charges and employee benefits. It was all for operational. So how it
would help customers at. .. the electricity, you know, we're paying our
bills and providing the water. Basically, the '07 was also for operations.
Well, '06 provided about 3.4 million additional revenues with the 12
percent.
VICE-CHAIR HOKAMA: Okay. And we understand. We all see our utility
bills. We see that boogeyman category called "fuel adjustment" and we
have no idea what we paying but we pay our bills. But I think that's
something we need to communicate better on what has the customer been
actually paying for because Mr. Mateo is right. You've got it on your
shelf, I've got it on mine, the Brown and Caldwell report that years ago
gave recommendations to improve transmission, replace distribution,
increase new capacity. And yet here we are, eight, ten years later after
that report came out and we still struggling or have not made a dent on
what that study had recommended, Mr. Director.
So for those of us with longevity and seniority on this body I would say I
think you can appreciate the level of frustration that's coming from us,
especially when I read in your report on Page ... Section 6, which is just
before Appendix A, Members, the need to create a Capital Replacement
Fund. And you know, this is something that intrigues me because you
don't to me .. .in my opinion you don't need a Charter Amendment. You
just need to have a draft ordinance developed and sent to Council for
consideration of a Capital Reserve Fund specifically for the Water
Department's needs. And I think. .. and I believe the Charter allows the
Council sufficient authority and flexibility that we can, without going
through a Charter Amendment, create a Capital Replacement Fund for you
that would not lapse and that would not impact the ability, like other
departments, how we have addressed our emergency funding as well as
our long-term safety net of County cash.
So when I see this, I'm thinking how well is your consultants
understanding the County government because some of the things that
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they are recommending I'm thinking they giving you, one, bad advice. So
I say that because again, you know, Mr. Director, we may need to consider
a full-blown performance audit to assist you because I'm not. . .I'm tired
of who to blame and where to point. We're not going to get anywhere. I
think a performance audit can say that or re-verify the County of Maui
really got to get its act together, increase exploratory of new sources, start
replacing major transmission lines, start replacing distribution systems and
distribution lines, and get the cost factor squared away so that we can then
appropriately balance if we create this reverse ... reserve fund. We can
Okay, but that's again long-term
balance off the rate increases.
projections, but we need to start thinking long-term.
And it's not going to help - and I'm going to tell you this from my
experience - I cannot wait for your Planning Division to come out with a
perfect document because there's no such document. Give us the best shot
you get at a specific point in time and let us move forward. But there's
not going to be a perfect document to submit to Council. Everyday it
comes here, the next day it's going to change the situation. We
understand that. Your Planning Division needs to understand that, too.
Give us the document so that we can update each division's or region's
water use development plan, how it comports to an overall master plan
that some of the Members have mentioned as well as we can understand.
So the Planning Director when he reviews for the Mayor, the total CIP
request from all the departments, how that component fits with the
General Plan and the specific Community Plans that that project is situated
in, and how it fulfills our overall goals and objectives.
I don't, you know, Mr. Director, I think when I'm sharing this with you,
I'm talking to the wrong guy because I think you can appreciate as well as
more than support what we're saying because if it's done, it makes your
job that much easier. So I say these things, and I'm sorry, Members, I'm
not asking a question, but I'm just sharing my years being in this
Chamber. That I think these are the type of areas your Department can
provide us with good advice, good, good opportunities to how we can
move it forward. But all we know is that continuing the way we have
been over the last eight, ten years does not work. So let's not try and
defend what doesn't work because we're all willing to look at it in a
different light because we, we want the improvements. We want the
stability. We want the confidence that anybody in this County can have
pure, safe drinking water at reasonable prices, and then when they need it,
they got it.
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And so for me, Mr. Director, to be honest I am looking at another way to
address this rate proposal of 18 percent because I don't know how else
we're going to deal with the tax base or client base already knowing
they're going to pay higher sewer just off the water rate increase, and
we're already going to increase sewer rates also. So they're going to get
the double whammy on the bi-monthly bill, Members. We are being
asked to increase sewer fees and water rates. So when you look at this,
this is just half the picture. All you're seeing is the water component of a
two-part formula on the bill that most of us get. Okay. Then we're going
to calculate the new sewer increase, then we're going to add it up and
we're going to get the calls and say this is what happening to my
sewer/water bill. And for us, we're going to have a hard time responding
because we cannot direct them to where the improvements have been or
what they've been paying for the last three years.
So, Mr. Director, I know I loaded you up with many different points but I
think the key one I think that you could help us with is maybe moving
along with us on an audit to find out where we need to really crack those
bottlenecks. Because I cannot see operations. . .I cannot see the Council
waiting for Planning Division forever. Your thoughts?
MR. ENG: Mr. Chair, you know, I personally have no problem if an audit is
conducted of my Department. If that would give this body and the public
the confidence of what we're trying to achieve, you know, I think we're
trying to go into a new direction and I feel the full support of my
Department employees, which is nice. It's just now getting to that next
place.
VICE-CHAIR HOKAMA: Uh-huh.
MR. ENG: And I do also feel the support of you folks. Just as clearly you folks
are frustrated, I can imagine the frustration you guys go through, I've only
been here three months and it's been a nightmare already. So, no, I'm in
full appreciation ... . (laughter) . .. So I know we're going to be working
together on this and, and you know, I'll be responsive to, to your needs.
VICE-CHAIR HOKAMA: You know, Mr. Director, one thing, you have already
as part of your Department, a component that is able to do work. . .some
type of construction work. Not maybe the full massive, full-blown major
CIP but you have the ability in your Department to do repairs, trenching,
whether it be hot patch or cold, but you have the ability to repair the roads
you've cut. And so, you know, some of the things I think you need to
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look at so that if it can help reduce impacts on the water rate itself, you
know, you might want to be talking to Public Works because they might
come up with a point that makes sense for rather to give you the resources
to expend that ability to perform so that we don't face the last two years of
being held hostage by contractors whose subs give them bids coming
higher than the total project appropriation, which means we don't do the
project, and then we wait and the cost goes up and the cost goes up, and
then we get the ... and then you come in for an increase - rate increase.
Okay.
So again, I'm giving private sector full notice that if things don't change, I
don't have a problem of the County doing its own work. And if we do it
well enough, I don't have a problem with the County going and bidding
against private sector for private work and allowing our employees to be
able to get bonuses and better compensation pay through great
performance. But I think we're tired of being held in a situation where we
give you 25 million, 50 million over the last few years and we cannot do
projects because it comes a point where it's not worth the price. Why
should a $1 million reservoir cost us $5 million or whatever the bids come
in? So maybe it's something we need to think about besides the regular
thought of issues for further consideration that the Members have. I think
this is something that we should take seriously, Mr. Director. Any
thoughts on that?
MR. ENG: Whereas we discussed before this body about two weeks ago when
we were going over the '07, second quarter of '07 CIP, we did point out to
you that in this upcoming CIP there are at least two projects that I'm
aware of that we are going to be doing in-house. They both relate to
waterline replacements and that's when we have full capabilities in the
design and the construction. In construction we have the equipment, we
have the manpower. We do have to fit in these projects with our other
day-to-day efforts, but it's a direction we want to look further and further
into doing, and yes, we do have the staff and capabilities to do those types
of projects. So, eventually, we can hopefully devote more of our time to
those type of things.
VICE-CHAIR HOKAMA: Thank you, and Members, thank you for letting me
take my ... a while to ask that question. We're going to start this round
with Ms. Johnson.
COUNCILMEMBER JOHNSON: Oh, it was Ms. Baisa I think.
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VICE-CHAIR HOKAMA: Yeah, she started the first round.
COUNCILMEMBER JOHNSON: Oh.
VICE-CHAIR HOKAMA: I'm letting you start this round.
COUNCILMEMBER JOHNSON: Yeah. Okay. The only question I have is on
Page 5-8 and it is in regard to the comparison with other Hawaii water
utilities. I noticed that we were compared with our projected rate increase
- we were compared with Hawaii, Kauai, and Honolulu, City and County.
So what I wanted to find out though is ... and it may be because, you
know, these other entities are not public utilities. But for example, we
have Hawaii Water Company that used to be with and then there's I think
Kapalua. There's, oh, there's only one water company?
MR. ENG: Actually, there are two distinct private companies out in the West
Side - Kapalua Water and Hawaii Water Service Company.
COUNCILMEMBER JOHNSON: Yeah, and so what my question is, is in regard
to where we stand with regard to let's say other services that are being
billed out, did we take a look at how their rates are structured for their
customers? I'm sure there's other water companies that also bill out
because I would like people to understand that you really in a lot of
situations could have .. .I mean a rate when you look at other comparables
that's not that bad when you compare it to somebody else's water bill and
I just wondered why they didn't take a look at that just from a .. .I guess
the comparison perspective, not so much that it's a public water utility but
what are other people getting for their dollars.
MR. ENG: Member Johnson, okay, first of all in reference to the table on Page
5-8, you can see those are all comparison of the municipal water systems
and the most drastic differences are the Big Island in which their rates are
about 50 percent over our proposed new rates for single family. Honolulu
Board of Water Supply is obviously the lowest because of the size of their
customer base. And generally, that's what you will see with the private,
smaller systems - Kapalua, Hawaii Water Service - is that they have
relatively smaller customer bases so their rates will be higher overall. But
we basically want to just compare the major municipal systems in this
table.
COUNCILMEMBER JOHNSON: Okay, and that, that answers my question
because that's one of the things that you get asked many times is, well,
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they're paying this, we're paying this, so where's the equity and, and I
agree with you it's the customer base. But again, I think that ... (change
tape, start 2A) . .. over time we have to look at as other Members have
said, how much can you really ask the consumer to go up in terms of the
actual increase? So I'm, I'm looking at this very hard because I think that
there are a lot of rate increases and the cumulative impacts of all of those
increases in the different areas are really going to hit our citizens hard, and
I'm just fearful that there's going to be sticker shock and some people may
not be actually able to manage budget-wise-MR. ENG: No, I think. .. yeah, I think-COUNCILMEMBER JOHNSON: --these kind of increases.
MR. ENG: --we all kind of understand this situation not with just the other
County departments but also with the recent release out of MECO is
submitted an application for a rate increase.
COUNCILMEMBER JOHNSON: Uh-huh.
MR. ENG: You know, so, you know, it's going to be tough for this community
everywhere and we understand that.
COUNCILMEMBER JOHNSON: Let me ask you one other question with regard
to these rates as they get charged to the consumers. These rates as they are
applied across-the-board, what does the County pay, you know, for like
our parks, all of our other. .. do we pay these same rates or do we get a
break or?
MS. PERDIDO: No. Our County we do charge them our rates. I know some of
the parks do have their own wells though that supply water to them.
COUNCILMEMBER JOHNSON: Yeah, and then that leads me to another
question.
Because we're anticipating this rate increase for those
departments that do have water bills like Parks, has that been built into
their anticipated budget request for the '08 or wouldn't you know that?
MS. PERDIDO: No, I wouldn't. . .I wouldn't know that. I mean if they've been
listening, they would ... hopefully, they would have picked up on it. But
they ... usually people do call me and ask how much do you ... your
proposed rates but I don't recall getting any call from Parks.

- 22-

BUDGET AND FINANCE COMMITTEE
Council of the County of Maui

April 10, 2007

COUNCILMEMBER JOHNSON: Okay. Alright. Thanks very much.
CHAIR PONT ANILLA: Thank you, Member Johnson. At this time the Chair
would like to thank Member Hokama for conducting the meeting.
Mr. Pablo, in regards to Member Johnson's question, would you know if
the other departments included the proposed rate increase in regards to
water?
MR. PABLO: ... {inaudible} . ..
CHAIR PONT ANILLA: Yes, please.
MR. PABLO: Thank you, Mr. Chair. I believe we have covered that in, in our
budget proposal for Fiscal Year '08 but I could double check on that. We
had, we had made rate increases for the major users of water.
CHAIR PONT ANILLA: Thank you. Member Medeiros.
COUNCILMEMBER MEDEIROS: Thank you, Chair, and welcome back. Good
to see you up there again. I want to ask first about this Water Rate Study
and it's a draft and that was done so that we could go over this for the
Budget deliberations and so we're expecting a final report. How much did
the ... this study cost and was it paid in increments or are we paying the
whole bill at once?
MS. PERDIDO: This study I think it cost. . .it was an addition to our previous
rate study and because the group that we had worked with us on our last
rate study recommended some, some items like this breakdown of
customer class. So I think if I'm not mistaken about 100,000 - 99,000 for
this specific study and then the final draft will come out after I think in
June. It's after the Council does their recommendation or after they pass
the Budget and everything, then it will. . .it'll come up with the final.
COUNCILMEMBER MEDEIROS: And there's a second cost for the final or
that's all included in one cost?
MS. PERDIDO: That's all inclusive.
COUNCILMEMBER MEDEIROS: Let me ask you this on the rates. I think it's
good that, you know, we're adjusting the rates for those that use less water
which would encourage people to be more conservative. And then ... but I
have to be concerned like Member Anderson that our large consumers
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don't have a rate beyond 100,000 gallons or between 30 and 100,000 or
even more. I want to ask you also, do we have a different rate or a
discounted rate for places like hospitals, dialysis centers, convalescent
homes, or all they ... are they all lumped up with the commercial rates or
general rates?
MR. ENG: Member Medeiros, they would be included with the general rate
payer-COUNCILMEMBER MEDEIROS: I see.
MR. ENG: --at this time.
COUNCILMEMBER MEDEIROS: Was there any consideration in the study for
facitily [sic]. .. facilities like hospitals and dialysis centers that use a lot of
water, but for a good purpose, not to waste?
MR. ENG: I don't believe so, but again your thoughts are something that we
could consider in the future as hotels and visitor-oriented condos. I think
it's really appropriate that we do look at possibly expanding the number of
customer classes. Obviously, you know, this was just a first step, you
know, in years of having just general rates and ag rates. So I think this
was really a nice initial bold move but it's something we should consider I
think.
COUNCILMEMBER MEDEIROS: Yeah. I think so, too, because I think we
should be given those kind of facilities a break for what they do for our
community and for our residents. But so we had a study prior to this one
that this one kind of as an offshoot of or a continuation of. So did we
learn much from the previous study that gave us a lot of benefits in this
study?
MR. ENG: The last rate study was in 2004, I believe, and it was ... the result of it
was a .. .I think now the last rate increase was in Fiscal Year 2002, and I
did review the 2004 rate study. The thing that it didn't catch because no
one could anticipate at that time was the increase in electricity cost so
really had four cats [sic]. It's smaller required rate increases but probably
from Fiscal Year 2006 on, even 2005, is when we really got hit. And
that's really a big percentage of our, of our proposed rate increase, as well
as the previous two rate increases, was electricity. It took a big chunk of
that additional revenue.
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COUNCILMEMBER MEDEIROS:
I'm assuming that when you hire a
consultant to do a study like this that the consultant is experienced in
doing that kind of study for that particular kind of utility. So I'm
wondering why that wouldn't be considered as you mentioned in utility ...
I mean in electricity cost. Why wasn't there a schedule for what they
predicted electricity cost would be and why wasn't there a schedule for
something they couldn't predict but they had to figure on another rate that
would be higher because of the electricity cost?
MR. ENG: Yeah. You kind of wonder why they didn't catch it, but I don't think
anyone could catch it at the time, Member Medeiros. You know, those
drastic increases in electricity charges I think surprised the world really.
And these type of consultants, yeah, many of them they do specialize in
rate making basically. They're hired by both the public sector as well as
private sector and they specialize in rate making and it's a bit of a science
in fact. But not knowing the future they will use basically historical
patterns, and like most of us would do in budgeting, if there is unknown,
you'll look at past spending practices and habits and trends and utilize that
information.
COUNCILMEMBER MEDEIROS: Okay. My final comment, more than a
question, is that I agree with, you know, my colleagues that we're raising
rates almost on everything all at once including rates that we have no
control over such as outside utilities and barge cost, I mean, you know,
inter-island cost and so forth. So we, we've heard in our budget meetings
outside districts ... throughout the districts that people are really concerned
that they're going to be hit really hard by all these rate increases. So on
first glance and on looking at the study and the responses, I'm not very
supportive of the rates right now because it would impact our people,
especially our residents on fixed income. Thank you, Department. Thank
you, Chair.
CHAIR PONT ANILLA: Thank you, Member Medeiros. Member Molina.
COUNCILMEMBER MOLINA: Thank you, Mr. Chairman. The subject of
water rates for hotels has sort of stimulated my curiosity in another area the issue of TVRs, transient vacation rentals. Under what water rate
category would they fall under? I mean since most of these TVRs fall
under. . .I mean I would presume they would have maybe a 5/8-inch meter
I guess and it is commercial I guess in some sense.
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MR. ENG: Member Molina, they should fall under the general rate payer class.
That's the appropriate current classification they should be in.
COUNCILMEMBER MOLINA: And would the Department look at, you know,
placing the, you know, maybe a higher rate because they're ... what they
are I guess?
MR. ENG: Again, as we look at-COUNCILMEMBER MOLINA: Like at the hotel?
MR. ENG: --expanding the classes of customers that would be very appropriate
probably in a hotel category.
COUNCILMEMBER MOLINA: Thank you. I wanted to get your feel on that
because that has ... this issue has definitely-MR. ENG: Uh-huh.
COUNCILMEMBER MOLINA: --I guess instilling a lot of interest in us and
especially some of these TVRs on ag zoned areas. So anyway, thank you.
Thank you, Chairman.
CHAIR PONT ANILLA: Thank you, Member Molina. Member Hokama.
VICE-CHAIR HOKAMA: Chairman, I would ask the Director for some
comment regarding the Reimbursable Obligation Fund that's on Page 6-2
of the report, and I bring this up because we take note that the treatment of
this fund in the future may have an impact on rate increase and debt
service. So my question is, if you can give us some comment of the status,
and again, why are we to look at this separate from normal obligation and
normal debt for the County?
MS. PERDIDO: I guess this is for me to answer. Basically, how the
reimbursable fund has operated in the past and still currently, is each
month we accrue the amount that will be paid on our upcoming debt, you
know, for the future for up to one year. We accrue it into an account and
that account is treated. . .is held into like a separate fund. So what
happens is then we pay the County out of our ... this fund. I have .. .I've
been talking to Finance and we're going to meet with our auditors on this
also for the future because one of the problems when we're, we're, we're
on a accrual basis, basically, our books ... the Water Department books are
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and we have the problem budgeting when we budget on an accrual for this
transfer of funds and we have to payout the cash payments. If the
amounts are higher or lower, we have a problem where there's too much
in one fund and not enough in the other or vice versa on the budget. So
what happened is I was dealing with the individuals at Finance on this and
I have set up a meeting or we're going to be setting up a meeting with our
auditors.
Do we need to keep this fund? I think this fund was originally established
in 1992 or '91 when we had those revenue bonds and the fund has
continued since that time. And basically ... previously, we didn't include
that fund in our cash balances and I brought it to the attention that we
probably ... we really should and we have been in the last couple years
including that amount as like available cash. And so we're trying to
decide if we do need to keep this fund and if we don't, then we will just
transfer like the County does the current year's debt service and we
wouldn't have, you know, a separate fund where we used to transfer and
accrue the amounts into. I know it's very confusing and ... but we are
trying to figure out what we're going to do with it.
VICE-CHAIR HOKAMA: Uh-huh. No, I understand why you're doing the
accrual basis. I'm trying to recall because we have not, as a County,
issued revenue bonds for a long, long time. Therefore, again, my first
question is why do we need to maintain a fund since we no longer have
been practicing borrowing revenue bonds, especially when we got to pay
more interest. Because I am assuming ... what is the size of that revenue
bond balances? Have we paid it off already, Ms. Perdido?
MS. PERDIDO: The rev . . . oh, yeah, the revenue bond was reimbursed or
refunded back in I think 19 ... the 1993 bond took place or one of those
bonds we refunded. So we no longer have the revenue bonds-VICE-CHAIR HOKAMA: Okay.
MS. PERDIDO: --for since at least I think 1993.
VICE-CHAIR HOKAMA: Okay. I'm just trying to get a good sense of. .. what
kind of balances is in this fund? General- just give us a general.
MS. PERDIDO: Probably, maybe two million, possibly three. You know, it goes
up and down 'cause throughout the year, you know, the year we make the
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payments at different times to the County for, you know, our debt. And
also it, not just the County, but the SRF loan-VICE-CHAIR HOKAMA: Right.
MS. PERDIDO: --comes out of that too.
VICE-CHAIR HOKAMA: You have that in short-term investments until the
actual payout for loan payments?
MS. PERDIDO: Oh, yeah, definitely. It's with the County Treasury. All our
funds are with the Treasury and they ...
VICE-CHAIR HOKAMA: Okay. So the Treasury-MS. PERDIDO: Yeah.
VICE-CHAIR HOKAMA: --is taking care of the short-term requirements-MS. PERDIDO: Yes, definitely.
VICE-CHAIR HOKAMA:
--for the Department?
Okay.
You know,
Mr. Director, one thing that I would say that you might want to make a
comparison because I find this always intriguing when people talk to me
about our water. I'm a tap person. I drink from the tap. Every now and
then, if I can remember, when I'm at Costco, I'll buy those Pur water
filters and redo the pitcher but I'm basically a tap person. But you might
want to make a comparison because I'm being very low on this, you
know. You go Wailea, it's going to cost you more than $5 for a quart of
bottled water, okay. I've seen $8 for a pint at one of the resorts. So let's
say you get $20 a gallon bottled water. You know, if the consumer, our
residents, buy 100 gallons over the bi-monthly period, that's $2,000 of
bottled water, and I'm sure some of them may actually put out that kind of
money. But when they see their water bill go up 18 percent to $70,
they're going to bitch and moan. And you can be assured they're going to
bitch and moan. But you know, for me I find it interesting that when have
a choice, they'll still buy the $5 quart of bottled water.
So somewhere we're missing a connect the dots of education and
confidence that what we provide through our water system is just as good
or better than the bottled water and more affordable than bottled water.
And, and I present this to you because, you know, I understand we're
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going to need to consider a degree of a rate increase. I think it's also how
we frame the need of the rate increase and compared to our track record of
the last few years just looking at what we've increased and gotten may not
be the way to do it. But if you might want to compare it to a bottled water,
I think a bottled water-MR. ENG: Yeah.
VICE-CHAIR HOKAMA: --per gallon costs more than regular diesel, regular
unleaded gasoline, even alcohol - drinking alcohol. Whatever it be, the
fair. . .similar quantity per price, I think bottled water is at the top of the
list, and yet there's a reason people don't seem to have a problem paying
$20 a gallon for bottled water.
So I just share that with you that in our need to look at rates you may want
to help the community view it in maybe more, more ways that they can
appreciate the comparison-MR. ENG: Yeah, I, 1,-VICE-CHAIR HOKAMA: --with understanding.
MR. ENG: --I agree with you. I'm a tap water person. I've always lived in
Makawao and I've always liked Up country surface water. I found it. ..
really because surface water is sweet. You know, I really detect a
sweetness. I might be partial but I can go in other areas throughout the
State, anywhere, and I can detect some minerals and chlorides and that
water in Makawao is incredible. Let me tell you, but it's an interesting
trend when you talk about the bottled water interest is. I was reading an
article just a week or two ago in the San Francisco Chronicle and they're
reporting that a lot of the four-star restaurants in San Francisco will no ...
are no longer serving bottled water for ecological reasons, and you know,
environmental reasons, and they're going into tap water, and their clientele
of these four-star restaurants are preferring it. So maybe there is a trend
happening and maybe eventually we'll see it here in Hawaii, but I was
pretty happy to hear there's other tap water drinkers besides us.
VICE-CHAIR HOKAMA: Well, obviously, there's areas where you definitely
know what's coming out of the tap you don't want to drink and that's
anybody who takes water from the Colorado River. You can taste the
chlorine because it needs the chlorination to meet standards. But you
know, for me, Mr. Director, I guess, you know, for us to tie this in like if
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the picture would get clearer for us as we go through the CIP portion of
the Budget so we can then look at operations, CIP, debt service, your R
and M accounts, as well as the ability to I would say I can support a
degree of a Capital Reserve Fund.
Because right now we have a major transmission blowout, let's say it
impacts Central, you impact more than Central. You're going to impact
South Maui, you're going to impact the sewer system and the Central
Maui Waste Treatment Plant is going to be the first of the major negative
impacts from a blown transmission of water service in Central. So I think
these are the kinds of information we need to really put together well
clearly and state that so that we can share that information with the
community so they understand how each is connected to each other, as
well as for us to stay in tune with everything else that's going on.
You know, you've heard it. We're looking at increasing refuse collection,
water rates, sewer rates, Young Brothers for our goods is thinking of a
20-plus percent for freight. So that's going to impact the stores and what
we buy with our so-called discretionary spending. But do we really have
choices? Is it really discretionary our spending anymore? So I just share
these things is that we need to take all of these into account when we make
our decisions and I just share this so that you can appreciate and maybe
take that in your consideration as we look at finding what is a fair proposal
for the community to consider. Because the bottom line is they're going
to need to decide whether they going pay the bill or not. So I state it in
that manner, Mr. Director. I would ask for your consideration.
MR. ENG: Certainly.
VICE-CHAIR HOKAMA: Chairman, thank you.
CHAIR PONTANILLA: Thank you, Member Hokama. Member Victorino.
COUNCILMEMBER VICTORINO: Thank you, Mr. Chair. You know, I agree
with my esteemed colleagues, you know, for a long time a long-term water
use plan has been lacking. No direction has ever really been defined by
both the Board of Water Supply and the Department when the Board was
like separate and independent entity. And now that it's fall under the
advisory role I feel sorry for them because it's really advisory. But I want
to point out something that I think is very important. If everyone would
go to Page 57 ... 5-7, I think this really brings home what it means to the
individual family . . . single families are fixed income because all my
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colleagues are saying how expensive everything is getting. Well, by golly,
they're right. And the public knows they're right. I know they're right.
My parents, my family, we pay the same rates. We get no discount. I get
no discount for car. For car insurance, I get no discount. For gasoline, I
get no discount. Like everybody we pay the same price as John Q. Public,
you are looking in today. And I can empathize and I understand what
you're saying.
But let's look realistically at a couple of rates. I go to the 5/8-inch which
most homes have and I go simply to 30 gallon ... 30,000 gallons which is
pretty reasonable. I don't think anybody needs to disagree. That's an
average normal family - what is normal again is not one of those trick
words, you know what I mean? - and right now we pay about $79.70.
With the proposed new rate increase we would pay $82.50 or $2.80 more
or 3.5 percent. Not the 18 percent that we are putting out there. The 18
percent I let the public know is an overall and I use the word overall
Increase.
Let's go down to the general rates just for conversational purposes.
Again, I go to 5/8 and I go straight to 80,000 ... 80,000 gallons, which is
for like businesses. Like Councilmember Medeiros said, maybe for
hospitals because let me tell you when we did the rate study and the rate
study group that was in existence back in 2003-2004, there were many
categories that we wanted and they wanted to break out, especially
nonprofit hospitals, large users that do good for our community, but that
was shut down by the Department. So I make no bones about it. The then
Administration said no, too much hassle, let's keep it standard the three
rates, and that's all we were going to have. In fact, the two rates, excuse
me. But I go to 80,000, right now they pay $221.70 and it's going to go
up to $252.50, $30.80, or 13.9 percent raise, okay.
Again, what I'm trying to point out here is this - for most of the general
public out there, single family dwellings, they are not going to be
impacted that greatly. Now, grant you, they may be impacted in sewer
rates. I'm not sure what that's going to come out to. They'll be impacted
in other rate increases and compounded. That's, that's terrible! That's
terrible! But again, I ask them right here, they looking at me, and saying
whatever they want to say, who's going to pay the price? Somebody has
to pay the price. We all share the price together. It doesn't hurt anybody
adversely. We start sticking somebody really, really heavy, it might hurt
that group of people. We did it and when we worked on it and looked at
our agriculture, we worked real hard to keep our agriculture rates down.
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That was one of our predication is keep ag water cheap as best as possible
because those people really, the true farmers, like Ms. Baisa has
mentioned, really needed that help and so we've tried to do that in this rate
study, okay.
But I will point out real quickly if you go down to a 2-inch main which
many hotels, major users would go to, under the single family or under the
general rates, look at their increase under the single family and I don't
know what single family would have 2-inch pipe, but if they do, they
would jump up from 914 a month to $1,245.50, in other words, a 36.2
percent. So any single family that needs a 2-inch pipe, I believe they
should pay. They going pay, okay. But then I go down to the general
rates and I go to 800,000. Right now they pay $2,034.50 ... $334.50,
excuse me. It would jump up to $2,785.50 or a 19.3 percent. Now, I can
say that when these rates were put together, I was one of the few board
members that wanted to see beyond the 100,000 another category of
250,000 or more at a rate of something like six to seven dollars because I
really believe the big users, the wasteful users, should pay a bigger price,
but I was shot down and this was the rates that they decided on when they,
when they put this plan together.
But I believe my colleagues are saying very clearly to you, Mr. Director,
and to the Department that if we give you guys this increase, we need a
plan. Like Councilmember Mateo said, you don't want to go to the back
of the book to find out what you're going to do with the money. It should
be upfront. We should have a clear, definitive, excuse me, direction that
we are going to be taking because this is so important. We cannot keep
putting the burden of change and increases on the backs of the general
public. We got to protect our vital source called water. That resource is
not and cannot be abused and wasted anymore. So we need to all work
together on that. But I just want the public to be clear that those who
conserve, those who do a good job and work hard in keeping their water
use down will not be adversely affected. Our elderly clients ... our older
fixed income, they will not be hurt adversely. Not with water. I cannot
speak for other rate increases. But when you compound the sum total of
all, it could be a big hurt.
So, Mr. Director, my question to you is this. With this, will you address
the questions that our other colleagues have asked and have and put
together a real concise water use - like Chairman Hokama said, don't have
to be perfect because there is no perfect plan. There is no perfect rate,
there is no perfect world, but something that we can, the public can look at
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and say, okay, this is where we're going to go, this is what we can do, this
is what we can expect, and these are the rates. Yeah, electricity and all
these other things, none of us can predict. I think a barrel of oil may go up
to $80 next year. That's what the talk is on, on the Lundberg lines now
because of some of the war and some of the Iran. . .if Iran decides to
pursue the nuclear energy and all that other stuff. But besides all of that
and none of us knowing the future, right now if you put together a plan
that would suffice all of this, will you be able to say this is where we want
to go and this is what we're going to do and this is the sum of the cost
that's going to be involved? ... (change tape, start 2B) . ..
MR. ENG: Mr. Victorino, I certainly hope I can achieve that. That is definitely a
goal that I have since I've taken this job and I think it's still realistic to
assume that that can be achieved. I take it real seriously, you know. So
it's not fallen on deaf ears over here. You know, I mean if, you know, if I
can't achieve it or if I don't see progress in that direction, I won't be
happy and I don't think I would want to be in this position and to continue
to have to face you folks without the answers. So all I can do is give you
my best word that that is the direction we are going, this Department, and I
am hoping and planning to see results. That's all I can say at this time.
COUNCILMEMBER VICTORINO: And I think that's what people are going to
judge you, the Administration, and us on. That's what we're here for - to
do the best we can for the people of Maui County, and I expect that from
you and your Department, just like you expect me to do what I need to do
here. I won't tell you how to do it but I believe we've got the good track
to run on. The plan is the key. We need a plan because we've worked too
long without a water resource plan - much too long. Thank you,
Mr. Chair. Thank you, Mr. Director.
CHAIR PONT ANILLA: Thank you, Mr. Victorino. Member Molina.
COUNCILMEMBER MOLINA: Thank you, Mr. Chair. All this intense
discussion of water from Mr. Victorino is making some of us a little
thirsty. Can we take a water break? A brief recess?
CHAIR PONT ANILLA: Well, you can take both water and utilize the sewer line,
too. .., (laughter) . ..
COUNCILMEMBER MOLINA: Thank you. Number one and two.
MR. ENG: Before the sewer rates go up.
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CHAIR PONTANILLA: Chair will call for a ten minute recess. We'll reconvene
at 4:50 .... (gavel) . ..
RECESS:

4:40 p.m.

RECONVENE:

4:51 p.m.

., (gavel). . . The Budget and Finance Committee
CHAIR PONT ANILLA:
meeting is now reconvened. Thank you, Member Molina, for reminding
the Chair to take that water break. So at this time we move on to Member
Mateo.
COUNCILMEMBER MATEO: Chairman, thank you very much. I really don't
have additional questions. I will just tell the Chair a 42 percent increase in
three years is difficult to swallow and the rest of my comments and
opinions have already been expressed. I have nothing else to say.
CHAIR PONT ANILLA: Thank you. Member Anderson.
COUNCILMEMBER ANDERSON: Thank you, Chair. You know, I'm going to
not ask anymore questions because I asked plenty the other day and we're
waiting for responses to those so I don't want to burden the Department
with anymore questions that I've already asked. But I would also like to
note that the rate increase that we're looking at today, which brings us up
to 42 percent increase in the last three years, by 2012 it will be 64.2
percent rate increase. That's 64 percent increase in six years, Members.
That's a lot for people to handle. And so that's why I want to see what
this money is going to do for us. You know, if it's just a simple schedule
of where we are desperately in need of replacement pipelines and such,
and how you expect to achieve it over the coming years, that would be
helpful. Thank you.
CHAIR PONT ANILLA: Thank you, Member Anderson. The Chair would like
to request from the Department, if the Department have an electronic
spreadsheet that would assist the Committee in determining the estimated
water revenues at various rates and classes. If we could have it prior to the
decision making, I think it would help the Committee in deciding if we
want to have a rate increase or not.
MR. ENG: Certainly, Mr. Chair. I will do so.
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CHAIR PONT ANILLA: Thank you. Members, understand that we've already
gone two rounds. If you have anymore questions, the Chair would like to
entertain them at this time. Seeing none. Before we ...
VICE-CHAIR HOKAMA: Chairman?
CHAIR PONT ANILLA: Member Hokama.
VICE-CHAIR HOKAMA: So we can prepare and we can appreciate some of the
responses that we'll be looking forward from questions that Members have
submitted, what is your schedule for Department of Water Supply CIP,
please?
CHAIR PONTANILLA: Staff? ... (short pause) . .. CIP?
VICE-CHAIR HOKAMA: CIP and if you have a proposed date for the Water
Department's CIP, please?
CHAIR PONT ANILLA: Yes. Go ahead.
MR. TAGUCHI: Chair Pontanilla, currently our schedule has tomorrow we go
with the Public Works Department and Environmental Management
Department operations. On the lih, which is Thursday, we have on the
agenda . . . on the schedule, Mayor. .. CIP for Mayor, Housing, and
Department of Water Supply. So it should be Wednesday at this point.
CHAIR PONT ANILLA: Thank you.
MR. TAGUCHI: I'm sorry, Thursday, not Wednesday.
CHAIR PONT ANILLA: Thursday.
VICE-CHAIR HOKAMA: Okay. So Mr. Chairman, if I heard correctly,
tomorrow, Wednesday, we'll have an understanding of some of the Public
Works CIP, then Thursday would be the Water CIP?
CHAIR PONT ANILLA: Urn ...
MR. TAGUCHI: Chair Pontanilla?
CHAIR PONTANILLA: On Wednesday, the way I understand it, it's going to be
the Public Works and Environmental Management Departments.
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VICE-CHAIR HOKAMA: Oh, okay.
CHAIR PONTANILLA: And then on Thursday, we do start the CIP with the
Mayor's Office, Housing, as well as the Department of Water Supply. But
Members, for your information, we also do have a 6:30 p.m. Budget
Public Hearing in these chambers. So that's the schedule for Thursday.
On Friday, we do have the Public Works Environmental Management
CIP.
VICE-CHAIR HOKAMA: Mr. Chairman, I would ask for one consideration for
you to maybe work with Staff and possibly, Mr. Eng, Director of Water,
and Mr. Arakawa, Department. . .Director for Public Works. I think it
might be helpful for the Committee if we can within close proximity of
scheduling, have Water and Public Works with the CIP because I think it
might help us as we understand the impacts from the CIP and what it's
going to cost and everything else. And then we can tie it in also to
possibly the water rate consideration and Public Works consideration for
sewer increases at the same time and it might be helpful. So I would ask
for your consideration of that, please.
CHAIR PONTANILLA: Thank you, Member Hokama. We'll take a look at the
schedule and see where we can have both the Water Supply and the Public
Works and Environmental Departments, you know, close ... closely related
items be done on the same day.
MR. TAGUCHI: Chair Pontanilla?
CHAIR PONT ANILLA: Lance, go ahead.
MR. TAGUCHI: On April 18th we have the day scheduled for rates and fees.
The discussion would be on all the various changes to the rates and fees.
Perhaps we could work the meeting in such a fashion to take the water rate
proposed increases and the sewer rate proposed increases back-to-back.
CHAIR PONTANILLA: Sounds good. So we'll work on that possibly the 18th .
Member Hokama.
VICE-CHAIR HOKAMA:
Chairman, thank you very much for that
consideration. I would appreciate it. But I have one, one question for the
Department, please.
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CHAIR PONT ANILLA: Sure, go ahead.
VICE-CHAIR HOKAMA: The water rate proposal in this study that you've
presented to the Members is based on all of the approved CIPs being
accomplished and all of the request for this coming '08 being appropriated
and that's how you coming up with debt service and projections of
reserved funds and everything else. Is that the premise?
MR. ENG: Member Hokama, yes, you are absolutely correct.
VICE-CHAIR HOKAMA: So if we do make adjustments to CIP, we would then
assume that there is a good ... possibility to adjust rates?
MR. ENG: It would impact like debt service, yes.
VICE-CHAIR HOKAMA: Okay. Thank you very much.
CHAIR PONT ANILLA:
Thank you, Mr. Hokama.
Members, anymore
questions? If not, the Chair would like to again thank Mr. Hokama for
chairing the meeting at the start and thank the Water Department for being
here this afternoon talking about the water rates and the possibility of
increase. Thank you, Mr. Eng and Ms. Plorido [sic].
VICE-CHAIR HOKAMA: Perdido.
COUNCILMEMBER ANDERSON: Perdido.
COUNCILMEMBER MOLINA: Perdido.
COUNCILMEMBER VICTORINO: Perdido.
CHAIR PONT ANILLA:
(laughter) . ..

Okay.

I guess everybody heard that, right?

COUNCILMEMBER VICTORINO: We all tired but we heard that, Boss.
CHAIR PONT ANILLA: Okay. Again, tomorrow we do have the Public.
Department of Public Works and Department of Environmental
Management. Remember, Members, we made a decision last election that
we will be splitting the Public Works and Environmental Management
Department into two departments. So again, be prepared for a long
meeting tomorrow.
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ACTION:

DEFER pending further discussion.

CHAIR PONTANILLA: If there's no more comments to make, this meeting is
adjourned. . .. (gavel). ..

ADJOURN:

5:00p.m.

APPROVED:

NTANILLA, Chair
Budget and Finance Committee
Transcribed by: Clarita Balala
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