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CHAIR PONTANILLA: ... (gavel). .. Good afternoon, Members.
COUNCILMEMBER BAlSA: Hi.
CHAIR PONTANILLA: The Budget and Finance Committee meeting is now in
session. Today is July 23,2007. The time is 1:36. At this time the Chair
would like to introduce the Members that are here this, this afternoon. We
do have Member Michelle Anderson, Member Gladys Baisa, Member Bill
Medeiros, Member Mike Molina, and Member Mike Victorino.
COUNCILMEMBER VICTORINO: Good afternoon, Chair.
CHAIR PONTANILLA: Excused this afternoon are Member Mateo, Johnson,
and our Council Chair, Mr. Hokama, who will be joining us later.
Up front from the Administration we do have our Corporation Counsel
First Deputy Traci Villarosa, as well as Fred Pablo our Budget Director,
and from the Finance Department Ty Yoshimi. Ty is the Accounting
System Administrator.
Also up front we do have Russell Yamane and Randal Taniguchi from
Russell Yamane & Associates CPA, Inc.
Our Council Staff supporting us this afternoon is Lance Taguchi, as well
as Yvette Bouthillier, our Committee Secretary. Do we have anybody
signed up for public testimony?
MS. BOUTHILLIER: No.
CHAIR PONTANILLA: Thank you. At this time, if there's no objections, the
Chair would like to close public testimony.
COUNCIL MEMBERS VOICED NO OBJECTIONS.
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CHAIR PONTANILLA: Thank you. This afternoon, Members, we do have
several items on the agenda. And this afternoon, the Chair would like to
start off with BF-8, if there's no objections, and, and the reason to that is
we do have Russell Yamane and Randal Taniguchi here to provide us with
information in regards to audits that had been done for the County of
Maui. Is there any objections?
COUNCIL MEMBERS VOICED NO OBJECTIONS.
CHAIR PONTANILLA: Thank you.

ITEM NO. 8:

DEPARTMENT OF WATER SUPPLY'S FINANCIAL
AUDIT REPORT (C.C. No. 07-73)

CHAIR PONTANILLA: Okay, BF-8, Department of Water Supply's Financial
Audit Report. This is a result of County Communication 07-73, from the
County . . . from the Council Chairman, transmitting a report entitled
"DEPARTMENT OF WATER SUPPLY, COUNTY OF MAUl
(Proprietary Fund, County of Maui), Financial Statements for the years
ended June 30th , 2006 and June 30th , 2005, Supplemental Schedules For
the year ended June 30, 2006 and Independent Aud ... , Auditors' Reports",
prepared by Russell Yamane & Associates CP As, Inc.
Available to the Committee this afternoon, this afternoon
independent auditor Russell Yamane.

IS

our

So, at this time, the Chair would like to call on the Water Department if
you want to make opening comments.
(note: silent)
MS. PERDIDO:
Good afternoon, Holly Perdido, Fiscal Officer of the
Department of Water. Basically this year our 2006 audit went well. We
had no exceptions and will defer to the auditors to respond.
CHAIR PONTANILLA: Thank you. Mr. Yamane, thank you for making
yourself available this afternoon to the Committee. At this time, the Chair
will like to ask you for your comments and then will open up the floor for
discussion. Mr. Yamane.
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MR. YAMANE: Thank you, Mr. Chair. I guess I just briefly like to, you know,
mention certain things on the Financial Statement for the Department of
Water Supply. I know the agenda is kind of full and there are other issues
to, to discuss.
Just from a pure statement of net assets standpoint. Net assets for the
Fiscal Year ended June 30, 2006 stood at 317 million in total assets
compared to about 314 million at the end of last year.
Total debt for the Water Supply was down from 44 million at 2005. It's
down to 42 million at the end of '06. The results ... is the, is an increase
in overall net assets. Overall net assets increased to $275 million just
slightly below 270 million at the end of '05. Keeping in mind these are
very substantial numbers. Most of it are assets that are invested in the
actual plant itself and the net asset category invested in capital assets stood
at $239 million at the end of '06.
Overall for the year revenue $32.7 million. Operating costs slightly under
$37 million resulted in an operating loss of 4.1 million, which is pretty
consistent with the year before. Keeping in mind that in the expenditure
category that I just mentioned there's about $10.7 million of expenditures
for depreciation purposes, which the reason why I point that out is
although we had a loss, a lot of it is, is a depreciation loss of $10.7 million.
COUNCILMEMBER ANDERSON: Chair.
CHAIR PONTANILLA: Member Anderson.
COUNCILMEMBER ANDERSON: I wonder if! could get clarification on that.
CHAIR PONTANILLA: Yeah, as soon as he's done with his comments-COUNCILMEMBER ANDERSON: Okay.
CHAIR PONTANILLA:
Mr. Yamane.

--then I'll open it up to the floor.

Go ahead,

MR. YAMANE: And the other major item in the Statement of Revenue and
Expenditures, capital contributions that were made from various sources,
$8.7 million during this year compared to $10.6 million in the prior year,
resulted in a change in net assets of $5.4 million, which as I mentioned
previously, net assets grew by ... from 269 to 275.
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At this point, I guess, you know the, the rest of the financial statements
starting on Page 8 and further down contains footnotes to the financials,
which are very important. Most of them are updates from previous years,
and unless somebody wants to go through in detail, or if somebody has
any specific questions, you know, I won't go into specific details in, in any
of the footnotes, but I'll be glad to entertain any questions.
CHAIR PONTANILLA: Thank you. Are you done, Mr. Yamane?
MR. YAMANE: Ah, yes, sir, Mr. Chair. Member Anderson, you had a question?
COUNCILMEMBER ANDERSON: Yes. Thank you, Chair. Mr. Yamane, on
the depreciation, I'm assuming that means that it's a depreciation of the
assets?
MR. YAMANE: That is correct.
COUNCILMEMBER ANDERSON: So, on Page 4, where we have Net Assets, it
says, invested in capital assets. So the $10 million . . . I'm confused
because unless there were more assets brought online that I don't know
about, but in '05 the, urn I'm just looking at invested in capital assets, we
had 226 million and then in '06 we have 239. So that $10 million
depreciation is not reflected in the, in this asset figure at all. Is that
correct?
CHAIR PONTANILLA: Mr. Yamane.
MR. YAMANE: Page 4 of the section that you are referring to is the section
called Net Assets. What this section represents is the difference between
total assets of 317 million, less total liabilities of 42 million, which would
result in your net asset category.
COUNCILMEMBER ANDERSON: Oh, I'm sorry.
MR. YAMANE: The, the area where you can see the depreciation or, you know,
the bulk ofit really is on Page 3.
COUNCILMEMBER ANDERSON: Okay.
MR. YAMANE: About three-fourths of the way down, Property Plant and
Equipment, where you see utility plant in service.
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COUNCILMEMBER ANDERSON: Right.
MR. YAMANE: And the very next line item is less accumulated depreciation.
So the change from $134 million in accumulated depreciation, you know,
since the beginning of time is 134 million, and at the end of '06, it
increased by about ten-point some odd million dollars. That represents the
depreciation expense that has been charged off in the Statement of
Revenue and Expenditures for the Year 2006. So, this is where your asset
is being decreased based on this depreciation concept. So, that's really
where, where you should be concentrating on in terms of the depreciation
expense.
COUNCILMEMBER ANDERSON: Yeah, great. Thank you. So, you know,
being a CPA, you probably aren't going to like what I'm gonna say, but
just in, and trying to simplify this a little bit. If we were to take out that
depreciation from the operating expenses, which is really just kind of a
bookkeeping measure. It's not cold hard cash. So, then we would be
basically in the red, in the black, rather than in the red as far as operating
expenses. Correct? I'm looking at Page 5 under Operating Expenses.
You show a loss of 4 million in Operating Expenses. But if, if we were
not to, if we were to just look at the actual expenses and not the
depreciation then we'd be okay? We would not be operating at a loss?
MR. YAMANE: Correct. And, I guess, it's probably shown better maybe in the
Statement of Cash Flows starting on Page 5, and Page 6, and on Page 7.
Where Page 7, we start with the net loss and we add that depreciation of
10.7 million, and we basically boil down to the number of net cash
provided by operating activities. So, if you're looking at it purely on a
cash flow basis this is the statement that-COUNCILMEMBER ANDERSON: Okay.
MR. YAMANE: --kind of adjusts for that.
COUNCILMEMBER ANDERSON: Yeah. You've just taken out depreciation in
this cash flow analysis, right?
MR. YAMANE: Correct. Because it is a non-cash expenditure-COUNCILMEMBER ANDERSON: Right.
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MR. YAMANE: --therefore it is added back in, in this reconciliation on Page 7.
COUNCILMEMBER ANDERSON: Okay, great. Thank you. And then,
Mr. Chair, I had a couple of questions on the Notes, but I will yield if
other Members have questions.
CHAIR PONTANILLA: Okay. Members, any more questions? Okay. Member
Anderson, go ahead.
COUNCILMEMBER ANDERSON: Thank you, Chair. Members, starting on
Page 13. This shows the unrestricted cash, cash equivalents, and
investments. So, I just want to be clear, Mr. Yamane, that the unrestricted
cash is a reflection of the water system development fees collected. Is that
correct? No? Maybe Holly knows.
MS. PERDIDO: The unrestricted cash is basically not the, the water system
development fee is restricted.
COUNCILMEMBER ANDERSON: So this is a ... um ... water service fee. Is
that right?
MS. PERDIDO: Which page are you looking at?
COUNCILMEMBER ANDERSON: Page 13. It's Notes to the Financial
Statements. It might be easier to look at Page 4 under Net Assets. They
have restricted and unrestricted, and under restricted they reference Note
3. My basic questions are regarding restricted and unrestricted funding.
(note: silent)
MS. PERDIDO: Okay. Basically under our restricted funds, we have water
system development fees, source, and storage funds. Those are all
considered restricted. The unrestricted would be our revenue funds, our
debt service fund. And then also under restricted we have the customer
deposit fund and some of those others that are restricted in the uses of the
funds. And then the CIP projects that correspond to those funds would be
likewise restricted or unrestricted. The Capital Reserve Fund is also
unrestricted, which is as you know transferred from the revenue fund to
the, the fund that we use for our CIP.
COUNCILMEMBER ANDERSON: Well if you look at Page 14, it breaksdown
the source of the restricted funds. Some of which you mentioned. But I
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don't see a breakdown on the unrestricted cash and investments. So, could
you tell me what that entails?
MS. PERDIDO: The unrestricted fund would be our revenue fund.
COUNCILMEMBER ANDERSON: Which is?
MS. PERDIDO: Which is the fund that we ... similar to the County's General
Fund, It's like the Water Department's main fund.
COUNCILMEMBER ANDERSON: Like your General Fund?
MS. PERDIDO: Pardon me?
COUNCILMEMBER ANDERSON: Like your General Fund?
MS. PERDIDO: It's like the Water Department's General Fund because all the
rev .. " monies have to be separated from the County's General Fund. It's
in the, you know, it's in a separate sub-object basically. So, our revenue -COUNCILMEMBER ANDERSON: Everything goes there first?
MS. PERDIDO: Pardon me?
COUNCILMEMBER ANDERSON: Everything goes there first?
MS. PERDIDO: All the water revenues go there. Not the water system fees.
COUNCILMEMBER ANDERSON: Water revenues?
MS. PERDIDO: Water revenues.
COUNCILMEMBER ANDERSON: And those consist of?
MS. PERDIDO: The water revenues would be everything for, you know, that we
collect for the water bills and any other miscellaneous charges. For
instance, if we install their service ... {inaudible} . .. or any of that type of
items come into the, the revenue fund.
COUNCILMEMBER ANDERSON: So, but it's basically made up of the water
service fees?
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MS. PERDIDO: Correct.
COUNCILMEMBER ANDERSON: Okay.
MS. PERDIDO: And then we have our ... that Capital Reserve Fund is also
unrestricted or I don't know if you want to say capital reserve, or the fund
that we transfer to use for the CIP. The gen ... , you know the ... not the
restricted CIP, the unrestricted CIP, and that fund is labeled unrestricted.
And then we also have our . . . we have a debt service fund that we do
transfer debt service for the year, too, and that's unrestricted also.
COUNCILMEMBER ANDERSON: Debt service. Okay. Thank you, Chairman.
CHAIR PONTANILLA: Thank you. Members, any more questions in regards to
BF-8? Mr. Hokama, and welcome to the meeting.
VICE-CHAIR HOKAMA:
Thank you, Chairman.
This would be for
Ms. Perdido more than likely or if there's someone else from the
Department. Chairman, I was just going to ask, my understanding of
reading the audit that Mr. Yamane's firm provided us with, when we look
at ERS, the retirement system portion, the Department has approached this
as basically the, the rest of the government entities with a pay as you go
kind of approach. Would that be a good understanding of this Committee
this afternoon?
MS. PERDIDO: Yeah. We do follow the Coun ... , you know, whatever the
County gives us the amount on the ERS, what we need to payor what we,
we look for that. Yes. We do follow them.
VICE-CHAIR HOKAMA: What I would like to know this afternoon, if possible,
is that this Committee during Budget has strived to make serious attempts
to minimize unfunded liability on, on the County of Maui. So, we are
looking at ways of accelerating what we can financially afford to reduce
that liability. Is the Department geared from the audit report that we are
seeing structured enough so that if we ask Water Department you need to
provide five times what you normally have been in the past to pay for your
retirement system contributions, your health fund system contributions. Is
the Department in a position to provide those funds? Or is there things we
need to be aware of that the Department would not be able to provide
those funds? I don't know if that would be for the Budget Director, for
you, Ms. Perdido, or Mr. Yoshimi.
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MS. PERDIDO: Well, I know in this budget session I did not account for it in the
Water Department Budget for the Fiscal Year '08 upcoming Budget.
VICE-CHAIR HOKAMA: Okay. So that being the case then, you know, Chair,
Mr. Chairman, we provided additional funds this Committee to the
Council's adoption. We made great strides to reduce the health section
and we anteed up another $11, $12 million. I, I, I apologize for not giving
you the correct numbers, Ms. Perdido. But I'm assuming a portion of that
is going to be assessed to the Water Department. I need to know are you
financially able to perform and pay your share as stated in this audit
report? Or, are you going to come back and say for us to pay, we need
you to do an expedited fee adjustment, rate adjustment. I don't know what
you would be recommending to us.
MS. PERDIDO: I'll have to consult with the Budget Director and Finance to see
what ... how much it would be and re-evaluate, you know, what is in the
'08 Budget to see if there's anyway we could cover it.
VICE-CHAIR HOKAMA: Okay. Thank you. Mis ... , Mr. Chairman, I would ask
the auditors if they have a response if they would ... are prepared to give
any type of verbal comment at this time.
CHAIR PONTANILLA: Mr. Yamane.
MR. YAMANE: Yeah. I have no comment at this time, Councilmember
Hokama. That's something I'd have to probably consult with the Water
Department.
VICE-CHAIR HOKAMA: Okay. I appreciate that response. Chairman, thank
you very much.
CHAIR PONTANILLA: Thank you. Members, any more questions for
Mr. Yamane or the Department in regards to this item? Member
Anderson.
COUNCILMEMBER ANDERSON: Thank you, Mr. Chair. Back to Page 14 on
the restricted funds. Under ... um ... first of all, I guess you need to
explain to me so I can understand. You have two categories here basically
with the same breakdowns as far as items. And one is Cash with the
County's Treasury and the other is Investments with the County's
Treasury. Could you explain the difference between the two? In other
words, this is what I'm assuming, cash means you have the actual cash

- 10 -

BUDGET AND FINANCE COMMITTEE
Council of the County of Maui
July 23, 2007

and investment means the money has been contributed towards
investments. I, I don't understand what your ... the break down.
MS. PERDIDO: Okay, basically this breakdown is what we receive, Finance
takes our, our money, our cash, and invests part of it. So, this is a part of
the cash according to our accounts that they . . . a portion they leave in
cash and the rest they invest. So, basically this is our cash and it's just a
breakdown that -COUNCILMEMBER ANDERSON: Some of it is investment?
MS. PERDIDO: Some of it is invested through the Treasury ... (inaudible) . ..
COUNCILMEMBER ANDERSON: Okay. That's what I thought. So,
Ms. Perdido, could you tell me between '05 and '06, under customer
deposits, under investments, it looks like there's an increase of 220 some
thousand dollars. So, and I don't see 220 some thousand dollars under
cash in '05 or '06. So, somewhere along the line $220,000 of customer
deposits got forwarded to the Treasury and was invested. Is that a correct
assumption or statement?
MS. PERDIDO: I'm not sure if Randal can explain a little beUer. Basically, this
is our total cash and I . . . the Treasury invested how they deem
appropriate. And so, I'm not even sure how they do the investing on the
monies. We do try to let 'em know if monies will be in there longer or,
you know, we work with them if we have a big payment coming up. But
on that part I'd have to defer to -COUNCILMEMBER ANDERSON: You know, I'm not really so interested
about the, the investment part of it. What I'm interested in is it looks to
me like you, you guys received $220,000 in customer deposits in a one
year period between '05 and '06. And so, what does that reflect, Holly?
Does that reflect deposits towards meters? Exactly what is a customer
deposit?
MS. PERDIDO: Okay, customer deposit could be a, a tenant deposit when
someone comes in and applies for a meter and needs to put a one year
tenant deposit down. It could be a repair and replacement bond, any kind
of other monies that they put down for any improvements. It ... there's a
variety of different deposits that do come into the Department and it's,
they're in for different, differing length oftime.
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COUNCILMEMBER ANDERSON: So, this doesn't reflect water meter deposits
or system development fees?
MS. PERDIDO: This could ... no, it does not.
COUNCILMEMBER ANDERSON: Water meters, too?
MS. PERDIDO: I, I'm almost sure it does not. I could double-check on that for
you if it does because when we receive water system development fees
they go into the water system development fee account even though
they're for the future. That's how we've always-COUNCILMEMBER ANDERSON: Yeah, I see they're separate here.
MS. PERDIDO: Okay.
COUNCILMEMBER ANDERSON: But I don't see anything regarding ...
MS. PERDIDO: I could give you-COUNCILMEMBER ANDERSON:
Are you saying that water system
development fee is what the, the water meter fee is?
MS. PERDIDO: That is the fee that they pay once they get a meter. Correct.
Now, I could give you a detailed breakdown of the customer-COUNCILMEMBER ANDERSON: No, no, no.
MS. PERDIDO: --deposit account. We do have that.
COUNCILMEMBER ANDERSON: Okay, that's fine. Thank you, Mr. Chair.
Thank you.
CHAIR PONTANILLA: Thank you. Members, any more questions for the
Department or Mr. Yamane? Seeing none. The Chair would like to
recommend the filing of this County Communication.
VICE-CHAIR HOKAMA: So moved.
COUNCILMEMBER MOLINA: Second.
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CHAIR PONTANILLA: It's been moved and second. Members, any more
discussion? Member Anderson, you have your hand up?
COUNCILMEMBER ANDERSON: If you file it, this, this report's going out of
the binder. Is that right?
CHAIR PONTANILLA: Yes.
COUNCILMEMBER ANDERSON: I'd like to see it stay in the binder 'til our
next budget session so that at least we have it.
CHAIR PONTANILLA: We can bring back this for reference-COUNCILMEMBER ANDERSON: Yeah.
CHAIR PONTANILLA: --during Budget time. Do we need to file or do we need
to?
MR. TAGUCHI: Chair Pontanilla, the Department's audits are available in our
office. Filing the document would mean that this County Communication
would be filed but the audit itself is always available in our office.
CHAIR PONTANILLA: And that can, that could be made available during the
Budget time?
MR. TAGUCHI: When you say made available, you mean Members would have
full access to it. Yes. Whether or not you want to transmit it into the
Fiscal Year 2009 Budget that would be an option for any Member or
yourself as Chair of the Budget and Finance Committee.
CHAIR PONTANILLA: Okay. For the 2009 Budget, you know, we'll have the
same review as this last Budget cycle that we went through. So, at that
time, we can bring back this item, not this item but the audit report-COUNCILMEMBER ANDERSON: The audit.
CHAIR PONTANILLA: --during that time.
COUNCILMEMBER ANDERSON: Okay. Thank you, Chair.
CHAIR PONTANILLA: Yeah. Thank you. Any more discussion, Members?
All in favor of the motion please say aye.
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COUNCIL MEMBERS: Aye.
CHAIR PONTANILLA: Motion is carried. Thank you, Members.

VOTE:

Councilmember Anderson, Baisa, Medeiros,
Molina, Victorino, Vice-Chair Hokama, and
Chair Pontanilla.
None.
None.
None.
Councilmember Johnson and Mateo.

AYES:

NOES:
ABSTAIN:
ABSENT:
EXC.:
MOTION CARRIED.
ACTION:

ITEM NO.3:

FILING of communication.

MANAGEMENT LETTER, FISCAL YEAR 2006 AUDIT;
AND
COMPREHENSIVE ANNUAL
FINANCIAL
REPORT (CAFR) (C.C. Nos. 07-70 and 07-72)

CHAIR PONTANILLA: The next item on our agenda is BF-3, Management
Letter, Fiscal Year 2006 Audit; and Comprehensive Annual Financial
Report, which is the CAFR.
The Committee is in receipt of County Communication No. 07-70, from
the Council Chair, transmitting a management letter dated December 22,
2006, from Russell Yamane & Associates CP As, Inc., on significant
deficiencies in design or operation of internal control that could adversely
affect the County's ability to record, process, summarize, and report
financial data. The management letter was issued in conjunction with the
independent financial audit of the County of Maui for the Fiscal Year
ended June 30t\ 2006.
The Committee is also in receipt of County Communication No. 07-72,
transmitting a report entitled "COUNTY OF MAUl, STATE OF
HAWAII, COMPREHENSIVE ANNUAL FINANCIAL REPORT FOR
THE FISCAL YEAR ENDED JUNE 30, 2006", prepared by the
Department of Finance.
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At this time joining us this afternoon is Mr. Ty Yoshimi, Accounting
System Administrator (end of tape lA - 2:03 p.m.) and Mr. Yoshimi, if
you do have any opening remarks at this time? No opening remarks.
Thank you.
At this time, the Chair would like to ask Mr. Yamane to provide the
Committee with an overview, then the Members will be allowed to ask
questions for . . . on, on the Department as well as Mr. Yamane.
Mr. Yamane.
MR. YAMANE: Okay. Thank you, Mr. Chair. I guess, I'll first start off with the
Comprehensive Annual Financial Report also known as the CAFR. That's
the very thick document that you have. This is what most municipalities
prepare in terms of their audited financial statements. Over the . . . I
guess, it was probably about five years ago where the Government
Auditing Standards Boards [sic} issued a new pronouncement known as
GASB 34, which restructured part of the financial statements for
municipalities and other governmental units.
And the major change that was mandated by that pronouncement is, is on
Page 37 and 38 of your report. And I'll, I'll just briefly go through that in
terms of, you know, prior to, prior to GASB 34, fund accounting was, was
commonly used. But in GASB 34 they tried to shift it more so that there's
a presentation with regards to net assets of the municipality. So, what you
have on Page 37 is a listing of all the County's assets segregated into
Governmental Activities and Business-Type Activities.
So, as you can see in the top section Total Assets on Page 30 ... , no, on,
yeah, 37, in the far right-hand column Total Assets of $985 million. And
most of that, if you look about six lines up in this report, most of it is in
your Capital Assets and the largest being in Infrastructure.
In the Liability section below the Assets, Total Liabilities stood at $338
million. And the difference between the assets of the County and the
liabilities results in the Net Assets of the County of Maui.
In the Net Asset category, they're segregated between, again like we saw
on the Department of Water Supply, amounts that are invested in capital
assets. There are certain assets that are restricted in nature. You know,
primarily capital projects and in certain instances where you, you've
received funds that haven't been expended for those specific purposes.
These are restricted from external sources.
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And the last category is your unrestricted category of Net Assets. So, at
the end of '06, total Net Assets stood at $647 million.
The next page, Page 38, is a new a statement that was required by GASB
34. On the top section of the ... this page are all your expenditures,
governmental activities. And moving towards the right are Charges for
Services, these are various charges by these different governmental
activities.
In addition, in the next column, you receive various grants and other
contributions that are also used to fund these governmental activities.
And in the third to the right column, and the . . . then the second to the
right column, column from the right, these are your net expenditures after
taking into consideration all the charges for services and all your grants
and contributions.
So, as an example, in the Governmental Activities, it boils down to $161
million that are spent for various governmental activities. And how did
you, how did you manage to pay for that? On the bottom in that same
column your sources of revenue, real property taxes, transient
accommodation taxes, these are all the revenue sources that the County
receives to assist in paying for these costs that are, that are listed up on the
top. So, anyway this is one of the new statements that's been presented
for the past several years.
I think the only other item that I'd want to make comment on is one other
new aspect of the report as a result of GASB 34, is the Management and
Discussion and Analysis, and that shows up on, let's see, Page 21. For
some of you that may be aware of, you know, publicly held companies.
This is required disclosure for publicly held companies that you disclose
various aspects of operations and this is from management's viewpoints.
So, this is similar to that, not, not, not exactly the same but the thrust of
this was they wanted the government to discuss various aspects of the
financial statements so the reader could quickly zero in on certain of the
key elements for this past year.
So, it's something that's more of a, I guess, I would call it like an
executive summary. It highlights major things throughout the year
because, you know, as much, you know, we've, we've . . . we're
comfortable in reviewing a lot of this report the public in, in a lot cases
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may not fully understand the entire report itself. But I think concentrating
on the Management Discussion and Analysis and also the footnotes, I
think, are very important. And I think if ... that's where the direction
really needs to be focused in on to at least try to quickly grasp some of the
major areas during this past year.
Other than that, I don't, you know, want to go through in detail in, in a lot
of the other supplemental schedules. These are just supplemental
schedules to tie out to the total report. But I'll be glad to entertain any
questions at this point in time that any Members may have, Mr. Chair.
CHAIR PONTANILLA: Thank you, Mr. Yamane. Before I ask the Members to
ask the panel over here questions, the Chair would like to defer questions
relating to the current year reportable conditions. And this is in regards to
utilizing operation funds for capital related project. We do have a single
audit that we're going to discuss later that will come up. So, at this time,
the Chair would like to ask the Members if there are any questions for the
Department as well as Mr. Yamane at this time?
VICE-CHAIR HOKAMA: Chainnan.
CHAIR PONTANILLA: Member Hokama.
VICE-CHAIR HOKAMA: Chainnan, thank you. Mr. Yamane, can you help us
understand how the County is, is dealing with this situation. Let's take
Human Concerns Department,' they enter into a contract of services with a
non-profit. The contract starts, for example, October 1st and runs through
September 30th of the following year. So, it's going to go beyond the
current fiscal year because they have a one-year contract. How is the
Derartment, as well as you, as the auditor, dealing with this since on June
30t , I would think that they would still, required to come up with some
kind of financial comment of whether at the close of June 30th or 30
business day? Or, is this treated very differently in bookkeeping and
reporting?
CHAIR PONTANILLA: Mr. Yamane or Mr. Y oshimi?
VICE-CHAIR HOKAMA: I'm just trying to understand how we consolidating
and when, when do we report it? In the beginning of the first fiscal year
where the contract started or we wait 'til the following year when the
contract tenn ends, which is the next fiscal year?
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MR. YOSHIMI: In situations like that what happens is we encumber the contract.
VICE-CHAIR HOKAMA: Okay.
MR. YOSHIMI: And I believe the Charter provides for us to enter into contracts.
It says nothing prohibits the County from entering into a contract that ends
into the next fiscal year. So, basically what happens is we expend on the
contract or grant and whatever expended as of June 30th is, is shown as an
expenditure and whatever is outstanding is the encumbrance. It's an
encumbrance outstanding.
VICE-CHAIR HOKAMA: Okay. And this is general practice, Mr. Yoshimi, for
all contracts?
MR. YOSHIMI: Yes, correct.
VICE-CHAIR HOKAMA: Pretty much. Okay. Has it, has it been a problem
with, with the operations because then ... well, you keeping contract, of a
lot of contracts with all different starting dates and ending dates. So, is
this a operational concern that we need to be aware of-MR. YOSHIMI: No. It's-VICE-CHAIR HOKAMA: --or do you find that this would be workable?
MR. YOSHIMI: --whatever is still outstanding as of June 30th is shown as an
encumbrance and that's shown as an encumbrance of the fund balance,
yeah, in any given fund.
VICE-CHAIR HOKAMA: Okay. Who is responsible for ensuring that Finance
knows what is the accurate status of the account? The lead agency or lead
Department or you're just going on what the County has paid by a request
for reimbursements or what?
MR. YOSHIMI: Yeah. We, we try to expend whatever's was performed as of
June 30th . And if we have, an example, for like some CIP contracts where
big monies are involved, if the contractor has performed up to June 30th
and hasn't submitted their billing, then we try to accrue when the auditors
at points had recommended that we accrue some of the expenditures. So,
we reflect whatever the current operations was for the year.
VICE-CHAIR HOKAMA: Okay.
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MR. YOSHIMI: So, whatever is not expended is an encumbrance forward.
VICE-CHAIR HOKAMA: Okay. And, and this Committee can take your
responses it is not a operational concern for the Department in keeping
track of all these various contracts?
MR. YOSHIMI: No, I don't think so.
VICE-CHAIR HOKAMA: Okay. Thank, thank you, Chairman.
CHAIR PONTANILLA: Thank you. Members, any more questions for the
Department as well as Mr. Yamane?
VICE-CHAIR HOKAMA: Chairman, we just on the CAFR, right, for questions?
CHAIR PONTANILLA: Yes. Yes.
VICE-CHAIR HOKAMA: Oh, Chairman, I have one more.
CHAIR PONTANILLA: Mr. Hokama.
VICE-CHAIR HOKAMA: Mr. Yamane, by State law, all the department heads
are required to sign a Physical Asset Inventory Sheet, which includes
vehicles. And if they don't, I think, State Statute has a penalty section. I
know for a fact not all the departments comply. Has this hampered your
ability to provide the County or this Council with accurate auditing reports
because I would assume depreciation would come off of this physical
asset inventory listing?
MR. YAMANE: Council Hokama ... Councilmember Hokama, I guess, on the
State Statute side this is not something that we've, you know, both paid
full attention to at this point in time. I guess, it's something I think we
were made aware after the audit that, that's something that we, we could
possibly explore. So, at this point in time, I guess, it's not something that
we have actually done detailed testing during this fiscal year. But that's
something that's ... we're doing this year's audit and we are going to be
assessing that situation.
VICE-CHAIR HOKAMA: Okay. Can you give this Committee this afternoon
some kind of sense of the scope of impact on, on, on an audit that you, you
performed for us, whether it's, you would consider it a minor thing?
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Potentially it could be a issue that we, we need to take corrective action or
implement some type of procedures to ensure that we have the appropriate
information that the stat. .. , State Statute requires.
MR. YAMANE: I guess, I'm at this point, I'm unable to fully comment, you
know, to, to your questions. I guess it really depends on what we uncover
and whether or not we deem it to be a significant matter relative to the
County's performance. Certainly, if it is something that is ... that needs
to be corrected, we would certainly recommend more than likely
procedures that would prevent or at least assist the County in, in
complying with this, this particular section.
VICE-CHAIR HOKAMA: Okay. Chairman, I would ask that this Committee
stay on this issue.
CHAIR PONTANILLA: Uh-huh.
VICE-CHAIR HOKAMA: I believe last year or two years ago as, as, as your
Chairman, I did receive from Finance a incomplete listing of the
inventory. And there were some very, I would say, major highlights of
Departments that did not comply with the law. And that, that is disturbing
that the Directors may not know their full responsibility on the State law
to the County Department as a Department Head. So, I would ask that
maybe you might want to send a communication to Mr. Pablo, Managing
Director Morrison and that this is something we take seriously comp ... ,
compliance with all laws. Thank you, Chairman.
CHAIR PONTANILLA: Thank you. And I, and I think, the cost of government
also note that. Thank you. Members, any more questions for the
Department as well as Mr. Yamane at this time? If not, seeing none, the
Chair would like to recommend the filing of this County Communication.
VICE-CHAIR HOKAMA: So moved.
COUNCILMEMBER VICTORINO: Second.
CHAIR PONTANILLA: Moved by Member Hokama, second by Member
Victorino. Members, any more discussion? If not, all in favor of the
motion to file the County Communications please say aye.
COUNCIL MEMBERS: Aye.
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CHAIR PONTANILLA: Motion is carried.

VOTE:

AYES:

Councilmember Anderson, Baisa, Medeiros,
Molina, Victorino, Vice-Chair Hokama, and
Chair Pontanilla.
None.
None.
None.
Councilmember Johnson and Mateo.

NOES:
ABSTAIN:
ABSENT:
EXC.:
MOTION CARRIED.
ACTION:

ITEM NO.9:

FILING of communications.

SINGLE AUDIT REPORT

(C.C. No. 07-71)

CHAIR PONTANILLA: Members, the next item on our agenda is BF-9, which is
a Single Audit Report. This is a result of County Communication
No. 07-71, transmitting a report entitled "COUNTY OF MAUl, STATE
OF HAWAII: SINGLE AUDIT REPORT FOR THE FISCAL YEAR
ENDED JUNE 30th , 2006", prepared by Russell Yamane & Associates
CPAs, Inc. Mr. Yamane, if you have any comments in regards to this.
MR. YAMANE: Yes, Council . . . Councilmember Pontanilla. Let's see, the
Single Audit Report just for refresher for some of you and for those that
are not familiar with it. I'll just briefly mention that the Single Audit
Report is a culmination of reports that the County needs to comply with as
a result of receiving Federal grants. All, all governments and your
non-for-profit organizations that receive Federal funds in excess of certain
dollar amounts must comply with the Circular OMB A-l33, which
requires that the entity undergo an audit. There are specific requirements
that an auditor must go through in terms of auditing Federal grants.
On Part ... in Part I, there's a summary of our audit results and in Item
No.6 in Part I, we identify the programs that were deemed to be major
programs during this past audit year. And in this case, there were four:
the Community Development Block Grant, the Housing Section 8, Youth
Opportunity, and Workforce Investment Act. So, these programs being
designated or, or meeting the criteria as major programs, we, as auditors,
must perform certain procedures on, on these programs to determine if
they are in compliance.
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Section II or Part II is a Reportable Condition. This is where we're
disclosing that during our audit we noted that operating funds were being
used for the construction of a structure that was located in the War
Memorial Complex. We also noted that the project was being constructed
internally using County personnel. From our standpoint, the generally
accepted accounting principle require that capital assets be capitalized and
depreciated. And I guess the effect here is the use of operating funds and
appropriation will result in materials and supplies being expensed rather
than being capitalized. And therefore, there will be an understatement of
the County's assets and understatement of current and future year's
depreciation on the project.
There are several other non-financial statement implications as we noted
here. And our recommendation was that the County should consider
reviewing the current controls to see whether changes should be made to
ensure that CIP projects are accounted for in the appropriate manner.
This is the only item that we are reporting here in the, the Statement of
Audit, in the Single Audit Report. It is also contained in our Management
Letter as, as our current year findings. Let's see, so I, I know we can
corne back to this but just the, the remainder of the Single Audit Report.
There are several reports that we must render.
And in the very last section is a listing of all the Federal grants, all the
expenditures for Federal awards that the County has expended during this
past year and it is segregated into various Federal Departments.
The largest Department, which the County receives funds from is the
Department of Housing and Urban Development, slightly over $17 million
during this past fiscal year out of the total expenditures of $27.2 million.
At this time, I'll, I'll be glad to answer any questions that the Members
may have.
CHAIR PONTANILLA: Thank you, Mr. Yamane. Members, any questions? By
the way, we do have members from the Parks Department here. We do
have Deputy Director Zach Helm as well as Mr. Francis Miyazono, if you
have any questions for both gentlemen. So, Members, questions for the
Department as well as Mr. Yamane? Mr. Hokama.
VICE-CHAIR HOKAMA: Chairman, thanks. Mr. Yamane, did you recommend
any revisions in controls either to Finance or to the Administration on how
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we can avoid potential abuses in the future? Or, or, is this something that
as the auditor you made us aware of the situation, now it is up to us to look
at corrective options?
MR. YAMANE: Yeah. At this point, we haven't come up with, you know, any
specific recommendations as to how it needs to be corrected. We, we
have not done that.
VICE-CHAIR HOKAMA: Okay. Would a independent study directed by the
Council on options of improving this process something that as an auditor
you would be open and supportive to or would you prefer not to give
comment?
MR. YAMANE: Yeah. This from ... based on our audit, I guess, it's hard at this
stage for me to comment on it. And, and the only reason why I say that is
this is one instance that we've, we've noted here and, you know, we're not
certain if there are numerous other inci. .. , incidences or, or not. So, it's
very difficult at this point in time to say whether or not a separate study is
warranted. You know, you know, you're talking about additional cost and
at this stage I am not able to comment on whether it's appropriate.
VICE-CHAIR HOKAMA: Uh-huh. I know, I can appreciate you're in a difficult
position that I can see this afternoon. But I can assure you this is not a
lone single situation. This has happened more than ... more times than I
am comfortable with, with various departments. So, Chairman, at the
right time I would ask this Committee to consider moving forward a
resolution to authorize the Chairman to put forth an RFP to find ways of
improving our CIP projects and eliminating that we go through this type of
situation again.
CHAIR PONTANILLA: Thank you.
VICE-CHAIR HOKAMA: Thank you, Chairman.
CHAIR PONTANILLA: Member Anderson.
COUNCILMEMBER ANDERSON: Thank you, Chair. You know, I guess that
it's always good to find out what went wrong and why it went wrong.
And it seems to me like there should be some current controls in the
Department. If operating funds were spent for capital improvement, I
guess, this would be for the Department, what controls do you currently
have before you issue a check to make sure that the expenditure is for,
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number one, appropriately ... um. .. appropriately allocated funds,
number one, and that the expenditure has . . . is an, is an approved
expenditure? I mean, I, I think, we need to know what the controls are
currently in place and if there are none then we need to know that, too.
CHAIR PONTANILLA: Maybe it's a good question for the Finance Department
if you could comment on that.
MR. YOSHIMI: This supposing incident ... instance of this building was
actually discovered by our purchasing people where they noticed the huge
amount of supplies being purchased and was likewise called to the
Director's attention and, I guess, we alerted the auditors, too, yeah. And
their ... they did notice the irregular ... , irregularity of the amounts that
they were, were being purchased for the type of materials that was
purchased. So, they flagged it out as being citable and that's when we
found out what was happening. So, our purchasing people kind a keep an
eye on things like that because it was an irregular amount of that was
being purchased for this instance here.
COUNCILMEMBER ANDERSON: Well, how much irregular amount was
expended before they noticed it?
MR. YOSHIMI: Dollar-wise I don't know but it just-COUNCILMEMBER ANDERSON: Enough to build a building-MR. YOSHIMI: Yeah, but, I mean-COUNCILMEMBER ANDERSON: --because it's there.
MR. YOSHIMI: It was unusual in that it was not normal operating type supplies.
So, that's why he noticed the irregularity.
COUNCILMEMBER ANDERSON: Well, that's my question is, you know, what
control is there to prevent somebody from purchasing supplies for a
capital improvement project? In other words, was somebody passing this
through in, in a way, in a manner to make it look like they were just
purchasing operating supplies?
MR. YOSHIMI: I guess that was the intent and I don't know whether they
parceled it out to that extent. I don't know the exact details but it just
caused this red flag to come up because of the amounts that was being
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purchased. And I don't know the exact circumstances like I said, whether
they were actually parceling it out where it was small amounts purchased
there and there. That I don't know.
COUNCILMEMBER ANDERSON: And so, the start and finish of these
purchasing ... of these purchases happens in the Purchasing Department
of the Finance Department?
MR. YOSHIMI: Correct.
COUNCILMEMBER ANDERSON: And so there's just one division within that
Department? There's nobody that oversees the authorizations for these
purchases outside that division?
MR. YOSHIMI: You talking about Parks? (end of tape IB - 2:37 p.m.)
COUNCILMEMBER ANDERSON: ... find out if there's any kind of controls
currently in place and it, it doesn't sound like there are unless, you know,
just someone noticing an over expenditure of supplies raised a red flag,
but it certainly didn't seem to make any difference because the building
got built with operating funds. So, I'm trying to find out, Mr. Chair, if
there's anything currently within Finance Department's setup that would,
you know, trigger some kind of a control over this. It seems to me if
you're spending money for capital improvements and you're using
operating funds there should be a check and balance somewhere in the
system that prevents that check from being written.
CHAIR PONTANILLA: Member Anderson, I, I think what the Chair would
recommend is to send a letter to the Finance Department in regards to the
present controls that we have to circumvent, you know, monies being
spent for projects that, you know, you don't have money for. And, and I
think, you know, this is not the only one because we had the same incident
at Kalama Park.
COUNCILMEMBER ANDERSON: We did?
CHAIR PONTANILLA: If you do remember that in regards to the security.
COUNCILMEMBER ANDERSON: Security?
CHAIR PONTANILLA: Yes. So, we'll write a letter to the Finance Department
to ensure this Committee in regards to present control and, and the request
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by Member Hokama or Chairman Hokama in regards to a resolution, you
know, we can work on some con ... , some controls in regards to ensuring
the public that, you know, the money is being spent the right way.
COUNCILMEMBER ANDERSON: Okay, thank you, Mr. Chair. I have one
final question on this.
CHAIR PONTANILLA: Go ahead.
COUNCILMEMBER ANDERSON: On Page 3, under the Summary Part I of the
auditor's results, it says that under Item 7, the County did not qualify as a
low-risk auditee as defined in OMB Circular A-133. Could you clarify
that for me? What is a low-risk auditee?
MR. YAMANE: Yeah. Basically a low-risk auditee is just an audit classification
that we use to determine how much programs we'll test. So, it really has
no bearing on, you know, the County's operations or any aspects of, you
know, the County. It's just due to the size of the, the grants and the
amount of money that is received. You know, we have a hard time
categ ... , categorizing it as low-risk.
COUNCILMEMBER ANDERSON: According to the Federal standards, we're
not considered low-risk auditee.
MR. YAMANE: We have, we have, you know, a checklist that we run through
and, you know, if certain criteria are not met, such as a reportable
condition, it automatically kicks you into a high-risk level. And, and this
is just from an auditing standpoint.
COUNCILMEMBER ANDERSON:
Thank you, Chairman.

Yeah.

Okay.

Thank you very much.

CHAIR PONTANILLA: Thank you. Members, any more questions for the
Department as well as Mr. Yamane in regards to this particular item,
BF-9, Single Audit Report? Member Hokama.
VICE-CHAIR HOKAMA: Chairman, forgive me, I, I, I was just trying to recall
at, at our ... last week at our National Conference, the Board of Directors,
which I, I have the privilege of representing our County and, and the State,
did report that I believe the EPA is going through some type of additional
review regarding auditing. And I was just wondering if may be
Mr. Yamane is aware of this writs and changes in how the Fed ... , Federal
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Government, not only the EPA, the EPA was the, the one that the, the, our
organization was concerned about but as an overall corrective direction or
change from the Feds? Is, is something happening that we need to know
regarding how the Federal Government is looking at single, all Federal
audits and is our County prepared to meet this new adjustment, please?
MR. YAMANE: I, I can't specifically comment on the EPA Department itself.
They may be under addition [sic], different initiative but in general it's our
understanding that some of these single audits have not, you know, we go
through what is called peer review where our audits are subject to review
by other government, other auditors. And all of these findings are being
rolled up and, and the Federal Governments do look at these and this is an
area of concern that the, the gov .. " the Federal Government has always,
not always, but they've recently found that some of the audits have been
substandard. And, I think, in certain areas it has been more substandard
then others and maybe that's why there's been some concerns in the EPA
area.
Specifically, you know, I guess, that's something we assess as we conduct
Single Audit procedures because we do have to utilize, you know, OMB
Circulars and, and other steps that are required. And, but I don't have
anything specific that, that they're earmarking any specific department but
as, as things come out, you know, we'll certainly be able to try to
communicate that to the Council and certainly as we're auditing if there
are new things well we definitely will be auditing those specific areas of
concerns. But, you know, this is something ... it's, it's been continuous
ever since the Single Audit has come out that they are constantly looking
at areas of substandard performance.
VICE-CHAIR HOKAMA: Thank you, Mr. Yamane, Chairman, thank you. And
again, as I am, am recalling the, the meeting that I was sitting in. I believe
it was the Inspector General that is driving this from Department of
Interior. And, and the general area of concern is grant funds to third party
entities and their ability to manage and verify the use of this, these funds.
So, I think, it might be just wise for the County to review some of our
procedures and be prepared should we get drawn into a test review. But
it's something, I think, we, we need to ensure ourselves that we can pass
an Inspector General review of the County's Single, Single Audit
program. Thank you.
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CHAIR PONTANILLA: Thank you, Mr. Hokama. Members, any more
questions? Okay, at this time, seeing none. The Chair would like to
recommend the filing of this County Communication.
VICE-CHAIR HOKAMA: Chairman, just one second, please. May I have a
short recess, please?
CHAIR PONTANILLA: Sure. We'll take our mid-afternoon recess.
reconvene at 3:55 [sic}. Ten minute recess. This Meeting is--

We'll

COUNCILMEMBER VICTORINO: 2:55.
CHAIR PONTANILLA: Oh,2:55. Wow, you guys all awake, huh.
COUNCILMEMBER VICTORINO: Everybody was going run home.
CHAIR PONTANILLA: Okay, we will return here at 2:55. Meeting is in recess .
. . .(gavel) . ..

RECESS:
RECONVENE:

2:45 p.m.
3:00 p.m.

CHAIR PONTANILLA:
.. (gavel). .. The Budget and Finance Committee
meeting is now reconvened. Thank you, Members, for that short recess.
At this time, the ... is there any more discussion in regards to this budget
item this afternoon? If not, the Chair would like to recommend the filing
of this County Communication.
VICE-CHAIR HOKAMA: So moved.
COUNCILMEMBER MOLINA: Second.
CHAIR PONTANILLA: Move by Member Hokama, second by Member Molina.
Members, any more discussion in this?
VICE-CHAIR HOKAMA: Chairman.
CHAIR PONTANILLA: Mr. Hokama.
VICE-CHAIR HOKAMA:
Chairman, I'm happy to support your
recommendation before the Committee this afternoon. I will though also
make a final comment that I would state that we will be preparing a
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resolution for consideration either by this Com ... , by this Committee, first,
I would, I would . . . really would be appropriate regarding the
authorization to move forward through Chair's Office appropriate audits
that the Council would authorize the Chair to do.
CHAIR PONTANILLA: Thank you, Mr. Hokama. So noted. Any more
discussions, Members? Ifnot, all in favor of the motion please say aye.
COUNCIL MEMBERS: Aye.
CHAIR PONTANILLA: Thank you very much. Motion is carried.

VOTE:

Councilmember Anderson, Baisa, Medeiros,
Molina, Vice-Chair Hokama, and Chair
Pontanilla.
None.
None.
None.
Councilmember Johnson, Mateo and Victorino.

AYES:

NOES:
ABSTAIN:
ABSENT:
EXC.:
MOTION CARRIED.
ACTION:

ITEM NO. 50:

FILING of communication.

INTERGOVERNMENTAL AGREEMENT (STATE WATER
POLLUTION
CONTROL
REVOLVING
FUND
LOAN,
(WAILUKU-KAHULUI WASTEWATER PUMP STATION FORCE
MAIN REPLACEMENT) (C.C. No. 07-198)

CHAIR PONTANILLA: The next, next budget item is BF-50. This is
Intergovernmental Agreement ... State, State Water Pollution Control
Revolving Fund Loan, Wailuku-Kahului Wastewater Pump Station Force
Main Replacement. This is a result . . . is a result of County
Communication No. 07-198, from the Budget Director, transmitting a
proposed bill entitled A BILL FOR AN ORDINANCE AUTHORIZING
THE MAYOR OF THE COUNTY OF MAUl TO ENTER INTO AN
INTERGOVERNMENTAL AGREEMENT FOR A STATE WATER
POLLUTION CONTROL REVOLVING FUND LOAN FOR THE
WAILUKU WASTEWATER PUMP STATION FORCE MAIN
REPLACEMENT.
This is WAILUKU-KAHULUI COMMUNITY
PLAN AREA, FOR THE FISCAL YEAR 2008 BUDGET ORDINANCE
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(ALSO KNOWN AS THE WAILUKU-KAHULUI WASTEWATER
PUMP STATION FORCE MAIN REPLACEMENT). The purpose of the
proposed bill is to authorize the Mayor to enter into an intergovernmental
agreement to finance the construction of the Wailuku-Kahului Wastewater
Pump Station Force Main Replacement project in an amount not to exceed
$10,360,000. At this time, the Chair would like to call on Mr. Pablo for
some comments.
MR. PABLO: I have no comment ... (inaudible) . ..
CHAIR PONTANILLA: Thank you. Also with us this afternoon, we do have the
Director of Environmental Management, Cheryl Okuma, as well as the
Wastewater Division Chief, Mr. Dave Taylor. Ms. Okuma, do you have
any comments that you'd like to make at this time?
MS. OKUMA: No. Other than Mr. Taylor will be addressing the specifics in
terms of this bill. Thank you.
CHAIR PONTANILLA: Thank you. Mr. Taylor.
MR. TAYLOR: Thank you, Mr. Chair. We were here a few weeks ago with
seven similar ordinances. Those were projects out of the FY '07 Budget.
This project is the first in the FY '08 CIP project ... CIP budget. There
will be more coming over the rest of the year as those projects get closer,
but as we're ready to actually go into construction on this project we need
to move forward at this time.
This particular project is a replacement force main, which runs from our
pumping station, which is located near the Y. Hata site in Waiehu to the
Kahului Treatment Plant near Kanaha Beach Park. The replacement force
main will run from the site, which is on the Y. Hata property, across
Kahului Beach Road. It will run in the shoulder along Kahului Beach
Road, in the park, in front of Harbor Lights, and in front of the hotels; it'll
come back into the road, and then the rest of way it'll run parallel to
Kaahumanu Avenue, but in the hotel parking lots, behind First Hawaiian
Bank through the harbor land, and then come out on the Amala Place near
the treatment plant.
So, as you can see, we spent a lot of time to try to keep this project out of
the roads. That being said, there is going to be this portion in front of
Harbor Lights, about 1,000 feet or so that is going to be in Kahului Beach
Road and there will be traffic impacts that we'll try to minimize by
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detours, by only closing one lane at a time, things like that. But there will
be some traffic impacts around that intersection.
We ... this project was, as I had mentioned before, in the Fiscal Year
2008 Budget, we went out to bid actually before the funding was approved
just so we could move on the project. The bids opened a few weeks ago.
The bid price is $9.2 million. So, it is less than that 10 million that the
SRF loan is for. We are executing the contract and, and anticipate giving
a notice to proceed in the next few weeks.
We have coordinated with the State Department of Transportation. They
are paving ... repaving Kahului Beach Road early next year. So, we need
to finish our portion in the road before the end of the calendar year so that
when they come and repave the road, all of our trench patches will, will
disappear. So, we have coordinated. We've done what we can for traffic.
We're going to move on this project as soon as the contract is executed.
And I just wanted to kind of give a heads up because you will be hearing
about the traffic impacts. You'll be experiencing the traffic impacts. And
all I can say about that is we'll do our best to get out of there fast, but we
are going to have to deal with these short-term impacts to, to get this
project completed.
CHAIR PONTANILLA: Thank you, Mr. Taylor. At this time, the Chair would
like to recognize Ms. Cindy Young from our Corporation Counsel who is
with us this afternoon. Members, is there any questions in regards to the
Department? Member Anderson followed by Member Molina, then
Member Baisa.
COUNCILMEMBER ANDERSON: Thank you, Chair. So, Mr. Taylor, you said
you've coordinated with DOT. Did you coordinate with DOT in regards
to the trenching through the harbor and how it might impact the Superferry
operations?
MR. TAYLOR: We've coordinated with both Department of Transp ... ,
Transportation Highways for the road and Department of Transportation
Harbors for working through the harbor. And we have a ... we actually
have a right-of-entry legal agreement with DOT Harbors. So, we have
something worked out about how to get through the harbor and how to
work with them. So, we'll be continually working with them with hours
and locations. But we don't, we don't really foresee any kind of large
policy issues. It will just be more of a weekly coordination effort.
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COUNCILMEMBER ANDERSON: Okay. Thank you. Thank you, Chair.
CHAIR PONTANILLA:
Molina.

Thank you.

Member Baisa, followed by Member

COUNCILMEMBER BAlSA: Thank you, Chair. Mr. Taylor, I'd just like to
congratulate you on getting off the dime here. It's the third week of July
and you seem to have the ducks lined up, and I am very impressed with
the, the speedy action. It is important that we move these CIP dollars as
you know and it takes this kind of planning. And thank you very much.
CHAIR PONTANILLA: Thank you.
MR. TAYLOR: Thank you, Ms. Baisa. And, and just to, to not pat ourselves on
the back too much, this, this project was originally in the fiscal year a few
years ago and it's actually fallen behind, which is why we're ready so
early in the fiscal year. So, I don't want to take credit for something that
that really wasn't because of our doing.
COUNCILMEMBER BAlSA: Well, whoever did it, hats off to you because we
need to move our CIP projects and it's good to see the coordination going
on. Nobody hates anything worse then to fix the road and having
somebody come along and dig it up. That happens a lot. So, thank you.
CHAIR PONTANILLA: Thank you, Member Baisa. Member Molina.
COUNCILMEMBER MOLINA: Thank you, Mr. Chair. Good afternoon,
Mr. Taylor, and, and Ms ... , Ms. Okuma. Just following up on the traffic
impacts or the work itself. Most of the work will be done during the day
or are you looking at some night hours and weekends as well to expedite
the construction?
MR. TAYLOR: We're looking at probably doing most of the work during the
day, during normal work days, and there may be a few spots here and
there during the evening. Those would possibly say through the harbor if,
if that's how their workload is. We're going to be flexible. But the road
work because that's most ... what most of the public is concerned about,
we are going to be doing the Kahului Beach Road work during the day.
COUNCILMEMBER MOLINA: Okay. Thank you. And these lines that you're
looking at replacing these are like over 30 years old ... (inaudible) . .. ?
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MR. TAYLOR: That, that's correct. They're ... the force main it's a single line.
It's 21-inch diameter force main, which is built out of some materials that
I don't even know how to explain it. Something that's very nonstandard.
We don't have it anywhere else. It's a mixture of concrete and ductile
iron, which is in the salt water, which is probably corroded, and it was
originally put in, in the early 1970s.
So, it's, it's a huge concern of ours. The lines about two miles long and
there is no intermediate valves. There's no way to bypass it. If it were to
break tomorrow, it would just spill into the ocean 'til we could fix it. So,
because this line carries two-and-a-half, three million gallons a day, if it
broke, it would be very possible that we could spill 3-, 4-, 5-million
gallons of sewage into the ocean before we could get it fixed.
So, this is a super high priority. It is, it is frankly the, the biggest ... the
single project we have that keeps us up at night. And we, we really need
to get this project moving and, and get it finished before something
happens.
COUNCILMEMBER MOLINA: God speed to you all on this one. We're going
to get it done. Thank you. Thank you, Chair.
CHAIR PONTANILLA: Thank you, Member Molina. Member Medeiros.
COUNCILMEMBER MEDEIROS: Mahalo, Mr. Chair. Mr. Taylor, what is the
proposed month that you think you're going to start the project?
MR. TAYLOR: We're anticipating giving a contractual notice to proceed in early
August and at that point it's up to the contractor. He's got to acquire
materials and get them here. But the contract . . . he, he has to finish the
road portions before the end of this calendar year. So, we're probably
looking at starting around September and that's, that's my best guess. So,
yeah, it's right about the time school starts unfortunately. And, you know,
we'll try to finish the road portions by the end of the year.
COUNCILMEMBER MEDEIROS: So, so, you are taking into consideration the,
the work and school traffic?
MR. TAYLOR: At, at this point, we're, we're, we're basically sort of stuck with
our schedule. We, we have to do the road work before the end of the year,
and as soon as he can get his pipe here, we're going to start. And
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basically, we're going to race and get it ... and, and try to finish the work
by the end of year. So, there's really not a lot we can do to be flexible
with the schedule. We're just going to have to start as soon as we, as soon
as we can.
COUNCILMEMBER MEDEIROS: Yeah, I, I can understand the month you're
starting but what about the time of day to mitigate school and work
traffic?
MR. TAYLOR: The, the hours right now that we worked out with the State
Department of Transportation are that we can, we can close a single lane.
There's four lanes in Kahului Beach Road ... of Kahului Beach Road at
that intersection and we're allowed to close one single lane from 8:30 in
the morning 'til 3:30 in the afternoon. So that's, based on our plan, we
feel we can get the pipeline in just having one out of the four lanes closed
during that time, and that's what we're moving ahead with during those
hours.
COUNCILMEMBER MEDEIROS: Okay, that, that will be good for traffic. My
other question is in the replacement process of this project. Are you
pulling the pipes out, the old existing pipes, and putting new ones, or are
you inserting new lines within the existing lines?
MR. TAYLOR: In this, in this particular project because this is a force main, it's
a line under pressure and there's no intennediate valves or manholes or
anything, we can't shut the existing line off really at all, ever. So, a new
line has to go in next to it, parallel to it. Once the new line is operational
we take the old line out of service and we do not have any plans to remove
the old line.
COUNCILMEMBER MEDEIROS: Okay. Thank you, Mr. Taylor. Thank you,
Chair.
CHAIR PONTANILLA: Thank you, Member Medeiros. Members, any more
questions for the Department at this time? If not, the Chair would like to
recommend the adoption of the proposed bill, "A BILL FOR AN
ORDINANCE AUTHORIZING THE MAYOR OF THE COUNTY OF
MAUl TO ENTER INTO AN INTERGOVERNMENTAL AGREEMENT
FOR A STATE WATER POLLUTION CONTROL REVOLVING FUND
LOAN FOR THE WAILUKU WASTEWATER PUMP STATION
FORCE
MAIN
REPLACEMENT,
WAILUKU-KAHULUI
COMMUNITY PLAN AREA, FISCAL YEAR 2008 BUDGET
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ORDINANCE
(ALSO
KNOWN
AS
WAILUKU-KAHULUI
WASTEWATER PUMP STATION FORCE MAIN REPLACEMENT)"
and also the filing of the County Communication.
COUNCILMEMBER MEDEIROS: So moved.
VICE-CHAIR HOKAMA: Second.
CHAIR PONTANILLA: Moved by Member Medeiros, second by Member
Hokama. Members, any more discussion? Member Hokama.
VICE-CHAIR HOKAMA: Chairman, I, I would just be interested if, if we can
get from either Finance or the Budget Director what the interest rates are?
CHAIR PONTANILLA: Thank you.
VICE-CHAIR HOKAMA: Because again, if the resolution states that we, we
shall pay no more than our GO 20-year Bond, and we have been very
fiscally prudent over the course of the last five years, and we can drive this
interest even further down, then I'm assuming the State's going to honor
their agreement to reduce the interest also then.
CHAIR PONTANILLA: Mr. Pablo.
VICE-CHAIR HOKAMA:
Chairman?

Or, are we just going to go GO Bond financing,

MR. PABLO: Thank you, Mr. Chair. I do not have the, the rate right now for the
current rate for the SRF loan. I would need to consult with the Finance
Department on that.
CHAIR PONTANILLA: Thank you.
VICE-CHAIR HOKAMA: Thank you.
CHAIR PONTANILLA: Any more questions, Mr. Hokama?
VICE-CHAIR HOKAMA: No. I'm good. Thank you.
CHAIR PONTANILLA: Okay. Thank you very much. Okay, all in favor of the
motion please say aye.
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COUNCIL MEMBERS: Aye.
CHAIR PONTANILLA: Thank you very much. The motion passes.

VOTE:

Councilmember Anderson, Baisa, Medeiros,
Molina, Vice-Chair Hokama, and Chair
Pontanilla.
None.
None.
None.
Councilmember Johnson, Mateo and Victorino.

AYES:

NOES:
ABSTAIN:
ABSENT:
EXC.:
MOTION CARRIED.
ACTION:

ITEM NO. 48:

FIRST READING of proposed bill; and FILING of
communication.

INCREASE IN PER DIEM AND MEAL ALLOWANCE
FOR TRAVEL (C.c. No. 07-196)

CHAIR PONTANILLA: Members, the last item that we have on our agenda this
afternoon is BF-48, Increase in Per Diem and Meal Allowance for Travel.
This is a result of County Communication No. 07-196, transmitting a
proposed bill entitled "A BILL FOR AN ORDINANCE AMENDING
CHAPTER 2.48, MAUl COUNTY CODE, RELATING TO TRAVEL
EXPENSES". The purposes of the proposed bill are to: (1) increase the
per diem allowance for ... from travel outside the State of Hawaii from
$130 to $145 per 24-hour day; (2) increase the per diem allowance for
travel to another island within the State from $80 to $90; (3) increase the
time period for computing per diem from 30 minutes to an hour before
scheduled flight departure time; and (4) increase meal allowances for same
day travel to and from Hana and to and from Haleakala Crater from $4.25
to $6.00 for breakfast, from 4.75 to $8.00 for lunch, and from $6.00 to
$10.00 for dinner.
At this time, the Chair would like to call on the Budget Director at this
time for comments.
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MR. PABLO: Thank you, Mr. Chair. I don't have any direct comments on this
particular proposed bill. Mr. Lance Hiromoto, Deputy Director from
Personnel, will be available to answer any questions.
CHAIR PONTANILLA: Thank you. Mr. Hiromoto.
MR. HIROMOTO: Thank you, Chair. I have no opening comments. Thank you.
CHAIR PONTANILLA:
Thank you.
Members, any questions for the
Department? Member Hokama followed by Member Medeiros.
VICE-CHAIR HOKAMA: And this is for Mr. Hiromoto. This is being driven
not by any State Statute amendment. This is basically driven by the
Collective Bargaining Agreements we have ... what's, what's the right
word ... we've approved. Council has approved for funding and that
what we are offering all County employees that are not covered by
collective bargaining the same benefit that the employees that are covered
by collective bargaining. Is that a good understanding?
MR. HIROMOTO: That's, that's, that's basically true. Yes.
VICE-CHAIR HOKAMA: Thank you, Chairman.
CHAIR PONTANILLA: Thank you. Members, any more questions? Member
Medeiros.
COUNCILMEMBER MEDEIROS: Thank you, Mr. Chair. Yeah, for the
Department. It says 24-hour day. Is that the one second after midnight to
midnight or is it from when you travel to when you end? What is the
24-hour day?
MR. HIROMOTO: I think that Ordinance says that it starts from 12 o'clock,
12 o'clock midnight we count quarter, quarter days. But, yeah, you're
basically right. If you leave today, now, you come back tomorrow,
overnight then it would count.
COUNCILMEMBER MEDEIROS: As a 24-hour-MR. HIROMOTO: Count, it will be, it will be an overnight -COUNCILMEMBER MEDEIROS: --time period?
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MR. HIROMOTO: It will be an overnight travel. Yes.
COUNCILMEMBER MEDEIROS: Overnight travel. Okay, thank you. Thank
you, Chair.
CHAIR PONTANILLA: Thank you, Mr. Medeiros. Members, any more
questions in regards the Department? If not, the Chair would like to
recommend the adoption of the proposed bill.
VICE-CHAIR HOKAMA: So moved.
COUNCILMEMBER MOLINA: Second.
VICE-CHAIR HOKAMA: Filing included, Chairman? Is the filing included?
CHAIR PONTANILLA: And the filing of the communication.
VICE-CHAIR HOKAMA: So moved.
COUNCILMEMBER MOLINA: Second
CHAIR PONTANILLA: Moved by Member Hokarna, second by Member
Molina. Members, any more discussion? If not, all in favor of the motion
please say aye.
COUNCIL MEMBERS: Aye.
CHAIR PONTANILLA: Thank you. Motion is carried.

VOTE:

AYES:

Councilmember Anderson, Baisa, Medeiros,
Molina, Vice-Chair Hokama, and Chair
Pontanilla.
None.
None.
None.
Councilmember Johnson, Mateo and Victorino.

NOES:
ABSTAIN:
ABSENT:
EXC.:
MOTION CARRIED.
ACTION:

FIRST READING of proposed bill; and FILING of
communication.
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CHAIR PONTANILLA: Members, that was the last item on the agenda this
afternoon. I would like to thank all of you for being here this afternoon. I,
I know, it, it's been a long two weeks that, you know, we haven't met.
And, you know, kinda rusty, got to catch up again, yeah. So, thank you
very much. This meeting is adjourned. . .. (gavel) . ..

ADJOURN:

3:21 p.m.

APPROVED:

PONTANILLA, Chair
Budget and Finance Committee
Transcribed by: De1fey Fernandez

bf:min:070723:yb
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