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1
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t

3
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PRESS:

t

The Maui News

4

5

CHAIR HOKAMA:

(Gavel)

We shall bring the Council's

6

Committee on Budget and Finance to order .. This is

7

the 16th of September

This morning we have Mr. Carroll t Mr. Kane t

8
9

10

Ms. Johnson t Mr. Mateo t Mr. Molina t Mr. Nishiki t
Mr. Pontanilla

t

and Ms. Tavares present.

Do we have any requests for public testimony?

11

12

MS. SAKAMOTO:

No.

13

CHAIR HOKAMA:

OkaYt Members

14
15

t

we have no requests for

public testimony at this time.
ITEM NO.8:

16
17

2003.

t

CHAIR HOKAMA:

DEPARTMENT OF WATER SUPPLY'S FINANCIAL AUDIT
REPORT (YEAR ENDED JUNE 30, 2003)
(C.C. No. 03-87)

Let us turn to the Item 1 of the agenda t

18

BF-8 t the Department of Water Supply's Financial

19

Audit Report for the year ending June 30th t 2002.

20

We'll have Mr. Tengan and his support personnel to

21

come join us in the front

22

t

please.

OkaYt before we start

t

this is part of County

23

Communication 03-87 t a transmittal from the Council

24

Chair to this Committee t and part of the Water

25

Supply report is the financial statements ending
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1

June 30th r as I stated earlier r as well as

2

supplemental schedules and the independent auditor's

3

report with management letter.
At this timer Mr. Tengan r you have comments

4
5

6

for the Committee?
MR. TENGAN:

Good morning r Mr. Chair and Council Members.

7

Yes r I'd like to just go over briefly our report for

8

the year 2002.

9

agenda item for today is in reference to the

In the area of operations r since the

10

Department's financial statements for the years

11

ended June 30 r 2002 and 2001 r we will discuss the

12

2002 report in comparison to the 2001 report.

13

The Fiscal Year 2002 represents the fifth and

14

final year in which water rates are adjusted --

15

water rate adjustments were approved by the Board

16

and by the County Council in 1997.

17

revenues for 2002 amounted to $27.4 million r as

18

compared to $28.0 million for the previous year r for

19

a decrease of nearly $700 r OOO.

20

amounted to $26.8 million r as compared to $26.2

21

million in 2001.

22

amounted to approximately $8.7 million.

23

revenues for 2002 decreased by $600 r OOO r while

24

operating expenses increased by $.6 million r

25

resulting in a net reduction of net operating income

Total operating

Operating expenses

Depreciation for both years
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5

by $1.2 million.
With regard to long-term debt, as of June 30,

2
3

2002 the Department had 40.

-- $47.9 million in

4

long-term debt obligations.

5

is $7.2 million the Department borrowed from the

6

State Revolving Loan Fund to finance the

7

improvements at the Kamaole water treatment

8

facility.

9

loan to finance the Department's Radio Read

Included in this amount

Another $2.4 million is outstanding on a

10

program, which required a complete change of meters.

11

The remainder of $38.3 million is represented by

12

county General Obligation Bonds.
Capital improvement projects.

13.

In the past

14

the Department CIP was formatted to fit the Board's

15

critical goals and objectives.

16

significant goal of the Board was to fund pipeline

17

replacement program.

18

that the Board will formulate and implement a

19

program to replace and construct new transmission

20

and distribution lines in areas where these are most

21

needed.

22

tracked 164 CIP projects, of which 10. -- I mean $10

23

million were for new projects.

24

the -- the total CIP budget for the year was $22.1

25

million.

As an example, a

For this stated objective,

During the 2002 Fiscal Year, the Department

The total CIP for
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Comparative financial ratios.

1

One of the

2

ratios that the Department watches closely is the

3

debt service coverage ratio

4

indicator looked upon by bond rating agencies

5

as it is a good barometer of financial strength.

6

This ratio is basically taking the revenues after

7

deducting operating expenses and dividing it by the

8

current portion of the long-term debt obligations.

9

We understand that a ratio of 1.5 is acceptable.

l

as it is the critical

10

However

11

critical level of between 1.15 and 1.25.

12

I

I

we have been -- we will be approaching a

Another benchmark often used by financial

13

analysts is the operating ratio.

14

measure of the total operating -- operation and

15

maintenance expenses divided by total operating

16

revenues.

17

ratio is 73.2 percent

18

for 19 -- I mean for 2001.

19

and

This ratio is a

For the Fiscal Year 2002 the Department's
I

as compared to 62.5 percent

With regard to GASB-34

1

the effective date

20

for implementation of GASB-34 was for the fiscal

21

year beginning July 11 2001.

22

financials -- financial reports were in full

23

compliance with GASB-34.

24

time that because of its accounting practices

25

Department was fairly up to the GASB-34 requirements

The Department's

We should mention at this
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1

at the implementation date.

2

worked with the independent auditors for the

3

required management discussion and analysis as

4

presented in the MD&A portion of the report.

5

last two pages of the GASB compliance statements and

6

the statement of net assets and statement of

7

revenues, expenses, and changes in -- from the net

8

assets are included in the report.

11
12

The

With that, I'll conclude.

9

10

The Department staff

CHAIR HOKAMA:

Okay, thank you, Mr. Tengan.

Why don't you

introduce the rest of your Department personnel.
MR. TENGAN:

I'm sorry.

On my right is Holly Perdido,

13

Fiscal Officer for the Department; and on my left is

14

Charlene Suzuki, the Assistant Fiscal Officer.

15

think these two ladies should be commended for

16

keeping the

17

CHAIR HOKAMA:

the books of the Department in order.

Okay, thank you.

Do they have anything

18

they would like to add before we move on,

19

Mr. Tengan?

20

MR. TENGAN:

21

CHAIR HOKAMA:

22
23

I

No.
Okay, thank

you~

We also have Mr. Wayne

Fujita, Members, the Deputy Director of Finance.
Mr. Fujita, you have any comments on the

24

Financial Audit Report as it regards to the

25

Department of Water Supply?

RALPH ROSENBERG COURT REPORTERS, INC.
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1

MR. FUJITA:

2

CHAIR HOKAMA:

3

Okay, thank you.

Thank you.

We also have Russell

Yamane & Associates.
Mr. Yamane, comments for the members at this

4

5

No comments right now.

time regarding the Water Department's program?

6

MR. YAMANE:

7

CHAIR HOKAMA:

I have no comments, Mr. Chair.
Okay.

Mr. Yoshimi, you have anything you

8

want to say?

Okay, Members, we have

the floor is

9

open now for you to ask questions or to request

10

clarification.

11

have any questions for our representatives.

12
13

COUNCILMEMBER MATEO:

Let me start with Mr. Mateo, if you

Thank you, Mr. Chair.

Good morning,

gentlemen.
George, I'm looking at page lIon your -- on

14
15

the report, and on page 11 there'S couple of items

16

that maybe you can -- you can clarify for me.

17

is listed under uncollectible accounts, $93,000.

18

When you take a look at Fiscal Year '02 versus '01,

19

you know, there -- can you tell me -- there is a

20

reduction in the uncollectibles.

21

at this point to address being able to collect those

22

funds and why the uncollectible status?

23

MR. TENGAN:

There

What is being done

In response to your question, Councilman

24

Mateo, this is an allowance for uncollectible

25

accounts.

It's based on a percentage of the

RALPH ROSENBERG COURT REPORTERS, INC.
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1

receivables at that point in time.

So it's --

2

doesn't necessarily mean the entire amount will be

3

written off.

4

primarily for people who go bankrupt and can't pay

5

off their bills and also for people that skip town.

6

In order to keep our receivables in control, we keep

7

on top of our billings and when they're payable.

8

an example, last night I opened my mail and I got a

9

final notice, so I paid my bill this morning,

However, these amounts are set up

As

10

something that I, you know, had forgotten to do.

11

But we do keep on top of our receivables.

12

goes for an extended time, we'll go out and shut off

13

the meters.

14

COUNCILMEMBER MATEO:

Thank you.

If it

And along the same page

15

there is a -- there is a category called unbilled.

16

What is unbilled?

17

MS. PERDIDO:

The unbilled is the amount at year end that

18

has not been billed out yet so we have to accrue

19

that.

20
21
22

COUNCILMEMBER MATEO:

And it -- from '01 to '02 it

increases.
MS. PERDIDO:

It just -- it just depends.

On the -- when

23

the billings go out, for instance, maybe your

24

billing will be in July, but we have to accrue up to

25

June 30th how much of that -- of your July billing
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1

is through June 30th.

2

timing.

3
4

COUNCILMEMBER MATEO:

So it's just a matter of

Okay.

But it is a number that is

Okay.

At this -- but at this

collectible?

5

MS. PERDIDO:

Correct.

6

COUNCILMEMBER MATEO:

7

particular point of reporting it was just a number

8

that was not received at this particular point

9

but --

10

MS. PERDIDO:

11

COUNCILMEMBER MATEO:

Not billed out yet.
Okay.

Thank you.

And then the last

12

question on the same page, the reference to

13

investments, what are these investments?

14

MR. TENGAN:

These investments are primarily in time

15

certificates of deposit that's handled through the

16

County Treasurer's Office.

17

COUNCILMEMBER MATEO:

Okay.

And for those certificates to

18

actually invest, who authorizes the monies to be

19

used for investment?

20

MR. TENGAN:

I believe the County treasurer.

21

COUNCILMEMBER MATEO:

Okay.

And there's a process that

22

they go through to determine what should and should

23

not be invested on?

24
25

MR. TENGAN:

For the specifics of the process, I would

refer to the Finance Department.
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11

COUNCILMEMBER MATEO:

Finance Department,could you tell us what

2
3

Okay, thank you. ,

the process is?

4\

CHAIR HOKAMA:

5

MR. FUJITA:

Mr. Fujita.
Thank you, Mr. Chair.

The process is that

6

for -- all the cash of the County's consolidated and

7

included in one large pool, and every day the County

8

reviews the cash balances.

9

morning what we do is we get the balances from all

So first thing in the

10

the banks and the investment companies and we do an

11

analysis of the amount that is available for

12

investing.

13

million almost every day, and what we do is we

14

latter these investments so that these investments

15

would be maturing on payroll due dates and vendor

16

release check dates.

On average we make investments of $3

Right now we have about 120 million that's a

17
18

part of the entire County pool.

19

the end of the month what we do is we do an

20

allocation of all of the interest earnings into the

21

various funds, including the Water Department.

22

that's how we do our investments.

23
24
25

COUNCILMEMBER MATEO:

Thank you.

On every month at

So

Thank you, Mr. Chair.

I'll yield to the other members.
CHAIR HOKAMA:

Okay, Ms. Johnson, questions at this time?
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1

COUNCILMEMBER JOHNSON:

2

CHAIR HOKAMA:

3

COUNCILMEMBER KANE:

4

CHAIR HOKAMA:

5

COUNCILMEMBER TAVARES:

Not at this time.

Mr. Kane?
Not at this time.

Mr. Carroll?

Ms. Tavares?

Thank you.

You mentioned, Mr. --

6

George, that you had operating revenues declining by

7

3 percent, and I guess this was due to decreased

8

consumption because of decreased rainfall or

9

whatever.

So how - - how did this. impact your

10

Department's operations, since you had less money

11

that the previous year?

12

MR. TENGAN:

Well, as the statement shows, we were able to

13

meet our operating expenses.

14

impact would be that we would have less monies to

15

transfer to our CIP or pipeline replacement program.

16

COUNCILMEMBER TAVARES:

Thank you.

However, the net

On page 8 you have a

17

section that's infrastructure contributions by

18

private developers totalling like $2.5 million.

19

Could you give us some detail about like what

20

infrastructure that was and which developers?

21

MR. TENGAN:

Are you making reference to the set of

22

financial statements that were prepared for in-house

23

use and not the official financial statements?

24
25

COUNCILMEMBER TAVARES:

No, I'm referring to page 8 under

the heading of capital asset and debt
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1

administration.

2

sentence before the last paragraphr it saysr

3

included in these additions are contributions by

4

private developers of infrastructure assets

5

dedicated to the Department of 2,5 million."

6

does that cover?

7

MR. TENGAN:

Under capital assets r the last
"Also

What

These are basically off-site improvements

8

that are acquired for private developers to

9

construct in order for them to turn over the systems

10

for operations by the Department.

11

include a pipeline extension or a tank or even a

12

booster pump.

13
14

COUNCILMEMBER TAVARES:

Okay.

This would

So there are many -- many

people involved in this?

15

MR. TENGAN:

Right.

16

COUNCILMEMBER TAVARES:

17

CHAIR HOKAMA:

18

COUNCILMEMBER PONTANILLA:

I'll pass for now.

OkaYr thank you.

Mr. Pontanilla?

Thank your Mr. Chair.

Looking

19

at page 8 also r along with page 11 in regards to

20

construction work in progress r on page 8 you

21

identify all of these projects that are currently

22

under construction.

23

the projects be completed in this fiscal year or

24

these projects going to be extending in Fiscal

25

'03-'04 year?

Out of these project here r will
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14

MR. TENGAN:

The believe the Kamaole water treatment plant

2

was closed out already, yeah, but it remained in the

3

books because there was some construction issues

4

outstanding and so we kept it in the books.

5

Central Maui source development, I believe that's

6

the -- that's an open project that's been

7

outstanding for over eight years.

8

project that deals with the Hamakuapoko wells, and

9

that hasn't been closed out yet.

The

This is the

Same with the

10

lower Kula tank and pump station, there was some

11

construction issues that had to be resolved.

12

COUNCILMEMBER PONTANILLA:

13

complete it?

14

MR. TENGAN:

So we got any target dates to

We should be -- I cannot give you a definite

15

date at this point in time.

16

to the engineering staff, but I believe most of the

17

issues have been resolved and should be closed out

18

this year.

19

COUNCILMEMBER PONTANILLA:

20

CHAIR HOKAMA:

21

VICE-CHAIR NISHIKI:

Okay.

I would need to go back

Thank you.

Thank you, Chair.

Mr. Nishiki?
Do you have an explanation on page 8

22

under cash flows?

I· don't know who wrote this

23

report.

24

You talk about unencumbered funds and all these

25

kinds of money_

(Inaudible) maybe?

What does that mean?

Is that monies that lay within the
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Department unspent?

1

2

CHAIR

3

MR. YAMANE:

HO~MA:

Mr. Yamane.
Yes, in general that -- what you're -- what

4

you've described is correct.

These are funds that

5

have not been encumbered for contract purposes, you

6

know, or for other expenditures.

7

refer to page II, you know, on the top section in

8

the current assets.

9

unrestricted current assets, and it reflects, you

So if you were to

These are, you know,

10

know, your cash balances of about 20.6 million and

11

other cash balances.

12

VICE-CHAIR NISHIKI:

And what normally have you found

13

where these monies get to be used for?

I guess my

14

question is, you know, they talk about (inaudible)

15

less money because we sold less wateri therefore, we

16

can't do pipeline replacement.

17

they give.

18

monies and what specifically can they be spent for?

19

And are these monies -- how do they get these

20

monies?

Are these monies generated from water rate

21

payers?

I don't understand the fact that they say

22

that they're operating less money, and yet they've

23

got money in here.

24

And why are they not spending it if they can, and is

25

there constraints?

That's the reason

My question is how can they spend these

What, can they spend it or not?
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16

CHAIR HOKAMA:

Mr. Nishiki, you want the auditor,

Mr. Yamane, to re -VICE-CHAIR NISHIKI:

I don't care who explains.

I want to

4

know

they say that they've got less money to

5

spend.

They can't do these projects, but why can't

6

they spend it?

7

CHAIR HOKAMA:

8

MR. TENGAN:

9

Mr. Tengan.
Yes, if I may, I'd like to clarify our

statement.

I didn't say that we don't have the

10

money at this point in time to fund projects.

11

said that we would have less monies to transfer into

12

the fund.

13

funds to cover the projects we budgeted for the

14

Fiscal Year 2004.

15

we don't have the money now, but it --' but I did say

16

it was -- we had less money to transfer into that

17

fund to fund future projects.

At the present time we do have sufficient

18

CHAIR HOKAMA:

19

VICE-CHAIR NISHIKI:

So, you know, I didn't say that

Mr. Nishiki.
Yeah, I guess my concern,

20

Mr. Chairman, is what is this?

21

carryover savings or what?

22

Where does the money come from?

23

questions answered.

24
25

MR. TENGAN:

I

Is this a slush fund?

It's not a slush fund.

designated for CIP.

Is this similar to

I want those

It's a fund

I'm sorry, what is the other
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2

part of the question?
VICE-CHAIR NISHIKI:

Obviously they're not spending the

3

money, Mr. Chairman, if it's designated (inaudible)

4

Is that a fair assessment to my statement?

5

MR. TENGAN:

Up till now, yes, but as you recall when I

6

came before the Council for this year's budget, I

7

said that I would make it a priority to -- to spend

8

the $21 million we have in our CIP.

9
10

CHAIR HOKAMA:

Mr. Nishiki.

VICE-CHAIR NISHIKI:

You know, I just don't like money

11

that we're collecting not spent.

12

spending, then maybe there should be reduction given

13

to rate payers.

14

people water bills based on

15

going to do things, and yet -- I won't be offensive

16

and say it's a slush fund.

17

concern is having money that is not being spent by

18

government.

19

is something that we should be concerned about,

20

because nobody here from this elite panel has said

21

anything more today.

22

there a concern or not?

23

CHAIR HOKAMA:

24

MR. YAMANE:

25

And if we're not

That's my concern.
th~

We're giving

fact that we're

I'm saying that my

And I don't know if this, Mr. Chairman,

I don't know, Russell, is

Mr. Yamane, you have a comment?
Yeah, I believe we touched upon the issue

probably several years ago.

I think -- and you had
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I mean, clearly I'm -- you

1

raised the question.

2

know, I'm just an external auditor here and I do not

3

control any of the day-to-day operations, but

4

looking at it from an external perspective, on one

5

hand it does appear like the Department has

6

significant unrestricted net assets, and that is

7

disclosed on page 12 on the statement of net assets

8

of the Department of Water Supply, and it amounts to

9

$22 million in terms of net assets, and most of it

10

is in the form of liquid assets.
And I guess the key question is, you know,

11

12

some of these projects, I'm sure, and I don't like

13

to put words in George's mouth, but some of these

14

projects may take time to get started.

15

the planning process, you know, it takes a lot of

16

time.

17

very large amount, you know, we have to look at the

18

overall operations of the water supply.

19

there's total debt of about $50 million.

20

unrestricted net assets were to be depleted to a

21

very low level, I would suspect that there would be

22

grave concerns on the Department's ability to -- you

23

know, to continue operations with a relatively low

24

balance.

25

know, that's not something that I or -- I don't know

And I think

And although 22 million may appear to be a

You know,
If the

As to what the balance should be, you
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1

if George them have -- has looked at it, but, you

2

know, clearly I think there's -- there's room to do

3

projects and it's a question of prioritization.

4

CHAIR HOKAMA:

Thank you.

5

VICE-CHAIR NISHIKI:

6

CHAIR HOKAMA:

7

COUNCILMEMBER MOLINA:

Mr. Nishiki?

No, I'll shut my mouth.

Mr. Mol ina.
Yeah, thank you, Chair.

Just one

8

clarification, on page 14 under cash flows from

9

investing activities, the decrease in investments

10

net showed 3 million -- 3.4 million in 2001 and then

11

2002 shows 11 million, 11.3.

12

the negative.

13

the difference?

14

CHAIR HOKAMA:

I presume that's in

Can I get clarification on that, why

Mr. Tengan.

Who's going to answer it,

15

Water Department or Finance Department?

16

Mr. Fujita.

17

MR. FUJITA:

18

CHAIR BOKAMA:

Finance.

I'm sorry, what was the question?
This is page 14 of the audit report under

19

cash flow from investment activities.

20

asking for comments regarding the decrease or

21

increasing in net investments between the two years.

22

We have a big variation.

23

MR. TENGAN:

24

CHAIR HOKAMA:

25

MR. TENGAN:

Mr. Molina is

Mr. Chair.
Mr. Tengan.
If you look at the page II, the balance
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1

sheets under current assets, you'll notice that

2

under the restated column 2001, under investments

3

and current assets, the amount is $12.5 million, and

4

the amount in 2002 is $20.6 million.

5

accounts for $8.1 million right there.

6

look at the restricted assets, it's $7.3 million, as

7

opposed to $10.6 million in 2002.

8

3. -- $3.4 million right there.

9
10

CHAIR HOKAMA:
that.

Yeah.

And if you

That's another

I bel ieve Mr. Mol ina understands

I think he wants to know why the shift in

11

COUNCILMEMBER MOLINA:

12

CHAIR HOKAMA:

13

MR. TENGAN:

14

So that

Yeah.

investment philosophy.
With regard to that, I would have to defer to

the Finance Department.

15

CHAIR HOKAMA:

16

MR. FUJITA:

Okay, Finance Department, please.
I believe that this number results from the

17

change in the total investments, and the investments

18

are based on the available cash from the Water

19

Department.

20

year to year, the available amount of cash that's --

21

that can be invested would change, and this is the

22

result of that fluctuation of the cash availability

23

from operations.

24
25

So as the operations are changing from

COUNCILMEMBER MOLINA:

So there was just less cash to

invest from 2001 to 2002?
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1

MR. FUJITA:

2

COUNCILMEMBER MOLINA:

3

CHAIR HOKAMA:

4

MR. TENGAN:

5

CHAIR HOKAMA:

6

MR. TENGAN:

7

That's correct.

MR. FUJITA:

9

CHAIR HOKAMA:

Thank you.

That's a lot of cash
Correction, Mr. Chair.
Mr. Tengan.
In 2002 there was more cash to be invested, I

believe.

8

Okay.

Would you agree with that, Mr. Fujita?

That's correct.
So I still don't understand why we have

10

this big shift in investment practices.

11

in the market that made us change the amount of cash

12

we putting into the program?

13

extremely attractive fund or a special rate that

14

made the Department change -- or the County change

15

how they're using Water Supply cash?

16

MR. FUJITA:

What change

Did you get an

Mr. Chairman, I guess I have to be a

17

little -- a bit more clearer.

18

department what we do is that we invest all

19

available cash.

20

strategy remained the same.

21

operations from the Water Department more cash

22

became available so we just invested more.

23

matter of the operations of producing more cash.

24
25

CHAIR HOKAMA:

In the treasury

So as far as the strategy, the
It's just that from the

It was a

So this would not in any way hinder the

Department.

Because during the last budget review,
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1

if the members will recall, we had directed the

2

Department of Water Supply to use more cash for

3

capital improvement projects and reduce the request

4

for any need for a bond float, and that is part of

5

the thing I wanted to, you know, share with you,

6

Mr. Nishiki, was that we ,made a - - I would sayan

7

informal directive that the Department, because of

8

the concern of cash, utilize cash for the CIP --

9

some of the CIP requirements, because I was not

10

happy with a request for bond.

11

and now, Mr. Fujita, that does not hinder or

12

restrict the Department from accomplishing that

13

direction?

14

MR. FUJITA:

And that -- and so

Mr. Chairman, the amount of the cash that's

15

available for investing relates into the liquid of

16

the asset form.

17

for bond projects, that's kind of like a different

18

question because --

19

CHAIR HOKAMA:

As far as encumbering the assets

Is it the same, money but?

I know it might

20

be a different question, but if you're talking about

21

the same money, then how I look at it, you know, is

22

very consistent.

23

24
25

MR. FUJITA:

The cash is the same money.

It's still cash

and -CHAIR HOKAMA:

So, again, because Mr. Nishiki's point was

RALPH ROSENBERG COURT REPORTERS, INC.
(808) 524-2090

BF 9/16/03

23

1

you have this money.

2

budget.

3

it on CIP r but now we hear a big chunk is in

4

investments.

5

told to do your CIP and that

6

were told they were going to do itr and yet Finance

7

is saying r wellr but I've got this nice chunk I'm

8

going to put in investments and until the minimum

9

term is overr you don't have -- do they have access

Use it.

We've supported in the last

You told us you're going to spend

So the Department is pretty much being
and you were -- we

10

to their money or you're going to front it from

11

another cash pot?

12

13
14
15

MR. FUJITA:

All this cash is liquid.

It can be

liquidated on a day's notice.
CHAIR HOKAMA:

So there is no restriction on the

Department to move forward on their projects r then?

16

MR. FUJITA:

That's correct.

17

CHAIR HOKAMA:

18

COUNCILMEMBER PONTANILLA:

19

CHAIR HOKAMA:

20

COUNCILMEMBER PONTANILLA:

Okay r Members.
Chair.

Mr. Pontanilla.
Got a question.

On the -- on

21

page 23 in regards to contributed capital r how do we

22

apply the monies that we collect for I guess any

23

construction jobs from -- from developers?

24
25

CHAIR HOKAMA:

Who are you directing that question tOr

Mr. Pontanilla?
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1

COUNCILMEMBER PONTANILLA:

2

CHAIR HOKAMA:

3

COUNCILMEMBER PONTANILLA:

4

5

Either the Director or Finance.

Mr. Tengan.
Do we apply to specific

projects?
MR. TENGAN:

I believe the construction in aid -- I mean

6

contribution in aid of construction can be obtained

7

in two ways.

8

developers, subdividers, and other people who make

9

cash payments to -- as an example, the water system

One is a cash contribution by

10

development fee, I believe we recorded into

11

contributions in aid (inaudible).

12

part is when developers put in infrastructure

13

improvements, that's also recorded as contributions

14

in aid.

15
16

COUNCILMEMBER PONTANILLA:

And the other

So they do it both ways, cash

and also in lieu of cash they do the work?

17

MR. TENGAN:

Right.

18

COUNCILMEMBER PONTANILLA:

Okay, thank you.

One more

19

question on page 13.

20

right in reducing our power and pumping costs by

21

over $300,000.

22

that or reduce that expense?

23

pumping/ operating expense.

24
25

MR. TENGAN:

Right.

We must have done something

You know, what did we do to improve
On page 13, power and

I would have to go back and look at

exactly what we did to -- you know/ where that
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1

amount was reduced.

2

that we pump less water, as you can see by our

3

revenues, which went down by about I guess nearly a

4

million dollars.

5

COUNCILMEMBER PONTANILLA:

Part of the reason would be

Did we ever implement the

6

pumping at night in regards to filling up tanks the

7

last fiscal year?

8
9

10

MR. TENGAN:

Yes.

A couple of our division heads worked

with MECO to go into an energy savings program and
we have -- we have obtained some savings from that.

11

COUNCILMEMBER PONTANILLA:

12

CHAIR HOKAMA:

Okay.

Thank you, Chair.

Yeah, hold on, Members.

I'm sorry,

13

I broke the cycle that I normally keep, so my

14

apologies to you.

15

question, and then

16

COUNCILMEMBER MATEO:

Let's see, I was asking a
Mr. Mateo, you have anything?

Thank you, Mr. Chair, yeah.

17

George -- excuse me, Mr. Tengan, to follow up where

18

Mr. Molina left off on page 22, the item under cash

19

with the County's treasury, source development fund

20

assessments, in Fiscal Year 2003 it was close to

21

800,000 and in 2002 it was

22

happened during this one-year period that we see

23

such a notable difference?

24
25

MR. TENGAN:

42,OOO~

Okay.

What

It's just the depleting of the fund by using

the monies that were collected previously to fund·
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projects.
COUNCILMEMBER MATEO:

And it was to fund projects and not

any specific investment?
MR. TENGAN:

Right.

This is the fund balance.

It is --

5

you know, whether it's in cash or investments, it

6

doesn't matter.

7

projects.

8
9

10
11
12
13

COUNCILMEMBER MATEO:

The reduction represents funding of

And the movement of monies, you

know, these were for projects in 2002 that is either
in planning or had been completed?
MR. TENGAN:

I would say that the contracts were executed

and the funds encumbered.
COUNCILMEMBER MATEO:

Thank you.

And I - - Mr. Chair, if I

14

may, just one last question, and this would be to

15

Mr. Yamane.

16

Mr. Yamane, the same question that you asked

17

in your report I would like to ask you.

18

had completed this particular report, is the

19

financial health of the Department improving or

20

deteriorating?

21

CHAIR HOKAMA:

22

MR. YAMANE:

After you

Mr. Yamane.·
I guess it -- you know, it depends on what

23

your definition of improving -- I mean, I guess if I

24

look at it, the

25

still had an operating profit of $500,000 for Fiscal

,

for the year 2002 the Department
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2002.

I guess in addition we have to keep in mind

2

that depreciation expense, which is reflected in the

3

financial statements, is about $8 million a year.

4

Depreciation expense is an accounting concept.

5

doesn't require any cash outlay.

6

in mind from a cash flow standpoint, you know, that

7

did provide a significant amount of cash flow and

8

that is reflected on page 14.

It

So we have to keep

If you look at cash flow from operating

9

10

activities, it is fairly consistent from year to

11

year where revenues less your current outlay of

12

expenditures, you know, other types of payments.

13

It's about $9.4 million cash flow from operations.

14

So what do you -- what did the Department do with

15

that?

16

page 14.

17

plant and equipment, $7 million this year, as

18

opposed to 10 -- almost $11 million the year before.

19

Some of that -- those funds were also invested as

20

we've seen before in investments, short-term type of

21

investments, and further down under the financing

22

activities part of that cash fiow has to be used to

23

repay debt.

24
25

It's reflected down in the lower sections on
They've invested some of that in property

So, you know, the debt repayment runs about
3.6 million, almost $4 million a year.
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1

cumulatively there's been a decrease in cash of

2

about 9.5 million, but keeping in mind a lot of it

3

went into the investments, in your short-term

4

investments.

5

overall I guess if you look at it, and if you wanted

6

to look at it purely from a cash flow standpoint,

7

there was an overall increase in cash flow for the

8

year.

9

the Water Supply healthier than the year before,

10

11
12

$11 million was invested there.

So

So if that is one of your definitions of is
I

then the answer would be yes.
COUNCILMEMBER MATEO:

Thank you -- thank you very much.

Mr. Chair, thank you.

13

CHAIR HOKAMA:

Ms. Johnson.

14

COUNCILMEMBER JOHNSON:

In general, when we're looking

15

back at these statements, this was prior to the

16

change that the Water Department went through,

17

because we're looking back now at a period of time

18

from 2001 to 2002.

19

looking back in that period of time -- and I guess

20

just trending -- and this may be to George, because

21

you kind of know what -- your meter revenues, what's

22

coming in, what projects you've got on line.

23

believe that some of the lessening income that you

24

had, because we had more rainfall now with the

25

drought conditions, that your revenues are coming up

So my question would be that
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1

and that your cash flow position and your overall

2

fiscal health is a little bit better, that would be

3

from June 2002 to 2003, to the present time?

4

CHAIR .HOKAMA:

5

MR. TENGAN:

Water Department.
I would have to look at the financial

6

statements for the year 2003 in order to respond to

7

that question.

8

would allow me that opportunity, I will respond to

9

that at a later date.

10

COUNCILMEMBER JOHNSON:

So if the Committee -- or the Chair

And the reason that I'm asking

11

this, Mr. Chair, is because this is a lag r and maybe

12

to Mr. Yamane, I realize that to close out year end,

13

just the process of you going through the audit,

14

what's the general period of time that it takes from

15

the ending of closure of a fiscal year until the

16

next time we're going 'to get some type of update?

17

MR. YAMANE:

Typically the audits of the Water Supply, we

18

conduct it in August and September of every year,

19

and the financials are usually -- I think there's a

20

deadline for issuance of I believe October sometime

21

where it's issued in draft to the Department, and

22

this past year, 2002, it took a little longer due to

23

the implementation of GASB-34, but I would say, you

24

know, typically five to six months at the outside

25

date is when the financial statements are -- are
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available for distributions.
COUNCILMEMBER JOHNSON:

Okay.

So we're always going to be

looking at the time lag; at least a year?
MR. YAMANE:

Well/ from an audited financial statement

5

standpoint/ that generally would be the time frame.

6

I believe/ though/ you know/ if -- the Department

7

does have internal financial statements which they

8

could provide on a more timely basis.

9

exactly what timing/ probably two/ three months at

10

the outside/ maybe even sooner/ but I believe that

11

would be something to focus in on that would provide

12

more timely information.

13

COUNCILMEMBER JOHNSON:

I'm not sure

And/ Mr. Chair / that's kind of why

14

I'm looking at this.

15

it's a look back at a specific point in time.

16

it may not necessarily reflect a trend.

17

with the concerns that we have about water/ as

18

Mr. Nishiki brought up also about implementing CIP/

19

looking forward in that/ I think it would be helpful

20

to maybe have some type of interim review or at

21

least reporting so that we would know what the

22

trends are going to be/ at least from my

23

perspective.

24
25

MR. TENGAN:

Mr. Chair

l

And while this is helpful/

in response to that

l

And

And I think

we do prepare

in-house financial statements on a monthly basis/
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1

and we do provide these statements to the Board --

2

or we provide it to the Board on a quarterly basis,

3

but if there's a need for the Council to look at it

4

on a monthly basis, we can transmit those financial

5

statements to the Council.

6

COUNCILMEMBER JOHNSON:

Okay.

And I would really

7

appreciate that kind of information.

Because while

8

this is helpful in looking back over that period of

9

time of how we did overall, I think in terms of the

10

current situation it's not as helpful just to know

11

where we are at present.

12

particularly interested because all of the Charter

13

amendments took place -- are basically impacted

14

January 1st of this year.

15

particularly in the first and second quarters of

16

this year I'd like to know if

17

looking at meter costs, if we're looking at

18

revenues, if we're looking at rainfall, which would

19

mean that people are using more water, then that's

20

going to impact the kind of revenue stream that we.

21

So that -- that, to me, is kind of what I would feel

22

would be a little bit more helpful, and the same

23

thing with your -- I guess on page 8, like Central

24

Maui source development, $3.2 million, that began

25

June 30th, 2002, I guess, somewhere around in there.

And particularly

I'm

So, you know,

you know, if we're

RALPH ROSENBERG COURT REPORTERS, INC.
(808) 524-2090

BF 9/16/03

32

1

This is a look back.

2

where do we stand on the progress on that Central

3

Maui source development?

4
5

6

CHAIR HOKAMA:

Okay, thank you, we'll ask the Department,

Mr. Tengan.
MR. TENGAN:

So I want to know currently

Quarterly numbers is fine.

If I may make a statement, Mr. Chair.

With

7

regard to the financing of the Department's

8

operations, the Charter has -- had little or no

9

effect on the financing of the department's

10

activities.

11

same mode as far as operations is concerned.

12

just that the administrative matters become somewhat

13

complicated.

14

CHAIR HOKAMA:

15

COUNCILMEMBER KANE:

16

So, you know, we're pretty much in the

Okay.

Thank you.

It's

Mr. Kane.

Two questions.

One to follow up on

your line of questioning, Mr. Chair.
Mr. Tengan, has your Department been directed

17
18

by the Administration -- have you received a

19

directive not to utilize cash for CIP?

20

MR. TENGAN:

No .

21

COUNCILMEMBER KANE:

A request for deferred?

In other

22

words, hold off for a little while and do it little

23

later?

Nothing like that?

24

MR. TENGAN:

No.

25

COUNCILMEMBER KANE:

No directive?
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MR. TENGAN:

No.

2

COUNCILMEMBER KANE:

Thank you.

The other question is for

3

Mr. Yamane.

Following up on Mr. Mateo's question,

4

and you gave a positive response depending on how

5

you look at it.

6

opposing response showing a negative or something

7

that we need to understand from a negative

8

perspective?

9

something there that would assist us in

Would you be able to give us an

Not negative, but maybe a weakness or

10

understanding the function of the Department and

11

helping t9 refine something so they can be

12

healthier, based on the numbers that you've provided

13

us in this report.

14

MR. YAMANE:

I believe the question dealt with the

15

financial strength of the Department and from

16

from our perspective the financial strength is still

17

positive.

18

and I know the issue was raised at least several

19

years ago about CIP and the cash that was available

20

within the department and questions about spending

21

it.

22

you know, there's -- it's still a lively discussion

23

here on that.

24
25

Clearly there's a lot of concern here,

So, I mean, that clearly is still an issue and,

If anything, I guess that's an area that
could be looked at, and probably, in terms of
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1

construction in progress or upcoming construction

2

projects, I think it really boils down to

3

prioritizing what needs to be done, what the total

4

cost is, and how you're going to finance it.

5

know, some of these projects may be millions and

6

millions of dollars and it may not be entirely

7

prudent to utilize all of your cash, your existing

8

cash because some of these projects are long-term

9

projects and that is primarily the reason for debt

You

10

financing, the bonds that you float, you float bonds

11

in order to do some 6 these of these major

12

improvements.

13

terms of, again, prioritizing, looking at the total

14

cost, and how you're going to fund it.

15
16
17

COUNCILMEMBER KANE:

So I think it's a fine balance In

Thank you, and, Mr. Chair, as

follow-up to that.
Mr. Tengan, would you say that we have an

18

existing reporting mechanism to provide this Council

19

or the Board of water supply with the information

20

that was just stated with respects to a --

21

prioritization of projects, the cost and how they're

22

going to be funded?

23

folks currently do or if not it seems like that

24

would be helpful for us to understand, besides

25

during budget having some sort of reporting

Is that something that you
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mechanism so we can track.
MR. TENGAN:

We're pretty much sticking to the budget as

3

far as priority of projects.

4

something --

5

COUNCILMEMBER KANE:

6

MR. TENGAN:

I'd like to add

Please do.

-- on the previous discussion.

I'd like to

7

remind the Council members that the cash has to be

8

on hand when we execute a contract, you know, the

9

fiscal office or now the Finance Director would have

10

to certify availability of

11

large project amounting to several million dollars,

12

that cash has to be available at the time we execute

13

the contract, and that's another reason for keeping

14

a cash balance.

15

COUNCILMEMBER KANE:

Yeah.

funds~

So if we have a

So help me understand the

16

relevance of what you just said to our deputy

17

director saying that the cash in investments is

18

fluid.

19

connection between the two?

20

know so I can --

21

MR. TENGAN:

Is there any relevance?

Not really.

I mean, is there

And if not then let me

Because the cash, as far as

22

being in the hands of the County treasurer, is

23

available to fund projects.

24

COUNCILMEMBER KANE:

25

CHAIR HOKAMA:

Okay, thank you.

Okay, thank you.

Thank you, Chair.

Mr. Carroll?
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Ms. Tavares?
COUNCILMEMBER TAVARES:

Yeah.

On page 12/ in the

3

statement of net assets/ clarify for me what are

4

customer advances for utility construction?

5

this about?

6

CHAIR HOKAMA:

Okay.

7

COUNCILMEMBER TAVARES:

8

CHAIR HOKAMA:

9

MR. TENGAN:

What is

Under current liabilities.
It's under current liabilities.

Mr. Director.
It's basically customer deposits or advances

10

left with the Department for any construction work

11

that has to be done to service them.

12
13
14

COUNCILMEMBER TAVARES:

So that's putting in water lines

and tanks and whatever/ those things?
MR. TENGAN:

Looking at the amount

+ don't

-- it's

15

probably for service connections or maybe even some

16

line extension.

17

replacement bonds.

18

COUNCILMEMBER TAVARES:

19

MR. TENGAN:

20

COUNCILMEMBER TAVARES:

21

MR. TENGAN:

22

that.

23

I'm not really -- repair and

So this is like --

I could give you more detail
deposits?

I'll give you a more detailed response on

COUNCILMEMBER TAVARES:

Okay.

And then on page 21/ you

24

know, in the notes there it talks about compliance

25

order projects to get the water system to EPA
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1

standards, and, you know what is the compliance

2

order and are we up to the standard now for EPA and

3

have all these compliance projects been completed

4

and put in operation?

5

an overview on that whole business with the EPA

6

compliance.

7

MR. TENGAN:

Yes.

Maybe you could just give us

Basically this is to meet the Safe

8

Drinking Water Act requirements.

At certain times

9

we need to do some system improvements to comply

10

with the EPA rules.

It could -- it could be

11

installation of a disinfection station.

12

the construction of a tank to meet chlorine contact

13

time.

14

what this amount represents, I don't have that

15

information right now.

It could be

It could be a whole bunch of things.

16

COUNCILMEMBER TAVARES:

17

MR. TENGAN:

Exactly

Have we been find by the EPA?

No, we haven't, but we have gotten I guess

18

pretty close to it in dealing with the led and

19

copper rule Upcountry.

20

COUNCILMEMBER TAVARES:

Okay.

And this statement of

21

420,000 is needed to complete the compliance

22

projects.

23

you going to complete these projects in this fiscal

24

year?

25

MR. TENGAN:

Is that in your 2004 budget?

Like are

Againr I would have to go back to our -- our
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staff and provide that information to you.

2

COUNCILMEMBER TAVARES:

3

MR. TENGAN:

So--

But I'm sure that, you know, these compliance

4

requirements were addressed in the fiscal year just

5

ended June 30/ 2003.

6
7

8
9

COUNCILMEMBER TAVARES:

So can I assume correctly that

this is a high priority for the Department?
MR. TENGAN:

Yes, it's always a high priority with regard

to the quality of water.

10

COUNCILMEMBER TAVARES:

11

CHAIR HOKAMA:

12

VICE-CHAIR NISHIKI:

Okay.

Thank you.

Mr. Pontanilla?

Mr. Nishiki?

You know, Danny was pursuing the

13

concern of uncollectibles.

14

get special preference in how far back they can fall

15

compared to a small water user?

16
17
18

MR. TENGAN:

Does a big water user

We follow the note -- the same notification

process.
VICE-CHAIR NISHIKI:

I guess my question is if that

19

process is followed, then how do we accumulate so

20

much uncollected debt that you write off?

21

MR. TENGAN:

As I explained earlier / this amount

22

represents basically bad debts that occur as a

23

result of bankruptcies and people skipping town

24

without paying their bills.

25

VICE-CHAIR NISHIKI:

Yeah

t

Russell/when you look at what
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1

he just said to

2

collection that is represented?

3

MR. YAMANE:

as a reason, is this a year's

The 93,000, that's -- again, this represents

4

an allowance for uncollectibles.

What this means

5

is -- and like any business, some of your

6

receivables may not be collectible in the future,

7

and therefore, most businesses would set up an

8

allowance by charging off an expense and creating

9

this reserve because you may not -- nobody really

10

knows, and it is just an estimate.

11

necessarily mean that you don't

12

has -- the Water Supply has not collected $93,000 in

13

the prior years.

14

to look at page 15, four lines from the top, the

15

actual amount of accounts that were written off this

16

past year was a very small $473.

17

was $35,000.

18

That doesn't
that the County

As a matter of fact, if you were

The year before it

And, you know, it's really only an estimate.

19

And I guess management uses its historical

20

percentages to determine something that is

21

reasonable, and I believe like most businesses, even

22

if you establish a reserve, you will still try to

23

pursue every receivable, because that really is

24

something that you're entitled to.

25

an estimate, Councilman Nishiki, and, you know, I

So it really is

RALPH ROSENBERG COURT REPORTERS, INC.
(808)

524-2090

BF 9/16/03

40

1

think page 15 r you know r tells a truer story in

2

terms of the actual bad debts that were written off

3

during the years.

4

VICE-CHAIR NISHIKI:

Okay.

Because that - - what you just

5

showed is a year.

6

was taken from a general ledger that showed that

7

this is how much was owed and yet not written off;

8

is that the understanding?

9

this ..

10

So the one that was represented

George r let me ask you

In your collection practices r if I fall back

two months r you cut me off r. right?

11

MR. TENGAN:

I believe so.

12

VICE-CHAIR NISHIKI:

Okay.

If somebody big falls back two

13

months r do you have the ability to make a different

14

policy and not cut that person off or are you

15

consistent?

16

George r please understand.

17

that power to make a different policy?

18

MR. TENGAN:

And he saysr oh r I got hard times r
Please.

Do you have

In some cases the Department has been doing

19

payment agreements with the consumers who are having

20

difficulty in paying their bills r and it applies to

21

individuals also r and not only to businesses or

22

large accounts.

23

incompassionate and just go out and shut off the

24

meters . I f

25

willingness to pay the bill r we will try to

So we are not totally

if the customer is showing some

RALPH ROSENBERG COURT REPORTERS r INC.
(808)

524-2090

BF 9/16/03

1

2

41

accommodate the customer.
VICE-CHAIR NISHIKI:

Russell, has their policy shown - - I

3

don't know if they've made any changes in their

4

policy, but is that policy a good policy in regards

5

to collecting the debt?

6

will not let me friend borrow money from me, if at

7

all possible.

8

situation where he's not living within his means.

9

And, you know, if I see that, then as a friend I

In other words, you know, I

You know why?

Because it creates a

10

won't.

11

within the Maui Electric or whatever, I mean, you

12

know, they -- they nail you and you don't have

13

electricity because that's a responsibility.

14

find a weakness in some of the PQlicies that they've

15

taken?

16

MR. YAMANE:

I guess my question is within a water policy

Do you

During our audits I guess we have not, you

17

know, found that to be a weakness in their policies,

18

I guess.

19

VICE-CHAIR NISHIKI:

20

CHAIR HOKAMA:

Okay.

Mr. Molina?

Thank you.
I would say, Mr. Nishiki, if

21

Water Department's going to change, then Finance

22

going to have to change, and Public Work is going to

23

have to change because, you know, we've got refuse

24

accounts that are delinquent, you know, we've got

25

people who are delinquent in sewer payments.
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1

you know r and I would think the County has

2

historically always tried to work out a program to

3

get paid r even when we do foreclosures of propertYr

4

the property owner makes a good faith attempt that r

5

you know r I want to pay the bill.

6

ability.

7

the County has considered that in the past.

8

would say it's not out of practice that what the

9

Water Department has done is isolated and

This is my

I can clear it off in X period of timer

10

independent of other county agencies.

11

that's correct r Mr. Fujita?

12

MR. FUJITA:

That's correct.

So I

Would you say

I think that the Water

13

Department has a good collection policy and a good

14

track record.

15

VICE-CHAIR NISHIKI:

Okay.

Good.

Only because when

16

George referenced - - he said r oh r people have'

17

claimed bankruptcy and you said some of them have

18

skipped town r so I was just curious about how big

19

these accounts were.

20

more specific question to your George.

21

that you know have -- and I don't want to know the

22

name.

23

bankruptcYr how big were those accounts?

24
25

Maybe that should have been a
Those people

Those that have skipped town or claimed
J

MR. TENGAN:

Most of these were fairly small accounts.

You know r over the years we've -- I would say over
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1

the past 15 years we've written off an average of

2

about maybe -- maybe 15 to 17,000 dollars per year.

3

Our average write-off over the IS-year period has

4

been less than 1. -- 1 percent, which is at .67

5

percent, and if you were to compare this with any

6

business

7

against any business in town.

I would -- I would put up our record

8

VICE-CHAIR NISHIKI:

9

CHAIR HOKAMA:

10
11
12

Good.

Thank you.

Okay, thank you.

One second, please.

Yes,

Ms. Tavares.
COUNCILMEMBER TAVARES:

I just wanted to follow up on

Mr. Nishiki's line of questioning.

13

CHAIR HOKAMA:

Sure.

14

COUNCILMEMBER TAVARES:

What is an acceptable percentage

15

of bad debt in this kind of a company with this kind

16

of revenue that comes in?

17

about low percentage.

18

but what's acceptable, 1 percent, 3 percent,S

19

percent?

20
21
22

CHAIR HOKAMA:

I mean, we're talking

I mean .67 sounds really low,

Do you have a clue or a standard?
Mr. Yamane, as an external observer and

independent agency.
MR. YAMANE:

It varies from industry to industry, but .67

23

percent is a relatively low percentage of

24

write-offs, and I think, like Mr. Fujita has

25

mentioned, you know, they do a very good job in
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1

collection, and I would venture to say it's probably

2

better than. most in the industry.

3

COUNCILMEMBER TAVARES:

Thank you.

But there's no set

4

percentage guideline?

5

The allowance for uncollectibles, is that based on a

6

percentage of your revenues?

7

MR. YAMANE:

What about the allowance?

I believe it's based on various factors.

8

know, it's based on your revenues.

9

based on the aging of your accounts receivable at

You

Plus it's also

10

any given year end, because there may be certain

11

accounts that may warrant a higher reserve.

12

does tend to fluctuate also, but, you know,

13

typically the historical analysis that looks at it,

14

and in this case looking at the total receivables,

15

93,000 is -- is a relatively small amount compared

16

to the total receivables that are outstanding as of

17

June 30th.

18

million and, you know, 93,000 is a relatively small

19

percentage.

So it

You know, total receivables are about $4

20

COUNCILMEMBER TAVARES:

21

COUNCILMEMBER HOKAMA:

Okay, thank you.
Thank you.

I just have a few

22

questions for the Department.

But since we've been

23

following this line from Mr. Nishiki, Ms. Tavares,

24

and a few others, I think Mr. Mateo brought it up,

25

can the -- your Department, Mr. Tengan, legally
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require either through a lien or some mechanism

2

to -- if you have not been paid for water provided,

3

that you could require the

4

property, you sell it, you're going to have a new

5

owner.

6

receivables due the County?

7

MR. TENGAN:

let's say with the

Can you require the new owner to pay the

That would be a legal question that I

8

wouldn't want to respond to now, but one of the

9

one of the hammers we·hold is that when we -- when

10

we disconnect the water service, after a period of

11

time the applicant or the service holder, if he

12

wants to reconnect that service, he would have to

13

pay the full water system development fee, which

14

results in a payment of $6,000 for that five-eighths

15

inch meter.

16

CHAIR HOKAMA:

17

MR. TENGAN:

18

CHAIR HOKAMA:

So that's a --

That's a big inducement to pay your bill.
Right.
Okay.

Well, I guess in a way you already

19

have a mechanism to kind of make account receivables

20

very successful, I guess, for the Water Department.

21

Let me change gears and ask about -- since now your

22

Department obviously has a higher capitalization

23

policy, you've moved from $500 to amounts up to

24

$5,000.

25

TRIAD Fixed Asset Reporting System, that you would

I am assuming, because we are now using the
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still be able to carry an inventory and control for

2

those items less than $5,000.

3

maintaining, and if you are, what type of internal

4

controls have you -- are you using to safeguard our

5

assets under $5,OOO?

6

MR. TENGAN:

Are you still

We still maintain a record of those assets.

7

The fact that they were expensed doesn't mean that

8

we're not obligated or responsible to keep track of

9

them.

We do use the ID tagging system for equipment

10

and furniture and other -- other assets that we have

11

that are under $5,000.

12

CHAIR HOKAMA:

Overall for the Department, what percentage

13

would you say would be our fixed asset percentage

14

for those items less than $5,OOO?

15

MR. TENGAN:

I would say a very small percentage.

If you

16

look at page 11 under property, plant and equipment,

17

our total utility plant in service is $322 million.

18

I believe we wrote off about $200,000 that

19

represented assets below the individual value of

20

$5,000.

21

CHAIR HOKAMA:

22

MR. TENGAN:

23
24
25

That was -- the amount was 2 million.
$2 million?
Right, and we do take an inventory of our --

a periodic inventory of our fixed assets.
CHAIR HOKAMA:

Has this really made a difference in your

ability to report for financial purposes?
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MR. TENGAN:

I would say it's less cumbersome for the

2

accounting staff and it doesn't really affect our

3

ability to prepare our financial statements.

4

CHAIR HOKAMA:

Okay.

Mr. Yamane, in your opinion, that

5

would not in any way create enough of a distortion

6

or an indication that would be of a concern for this

7

Committee?

8
9

10

MR. TENGAN:

It would -- it should not

That is correct.

be of a major concern.
CHAIR HOKAMA:

Okay.

Now, one thing we do know is that

11

the Water Department and Finance Department has

12

similarities in functions, billings, collections.

13

We've just been talking about account receivables.

14

Are there areas that maybe advantageous or

15

disadvantageous your water operations to consolidate

16

certain functions?

17

let's be positive -- opportunities to make this

18

processes more efficient?

19

MR. TENGAN:

And have you identified those

There could be.

You know, honestly there

20

could be areas where consolidation could take place.

21

However, I think it's best for the Department to

22

continue on with its present system, utilizing its

23

own employees, because when you consolidate

24

functions, you -- from a management point of view,

25

you tend to lose control over that area, over that

RALPH ROSENBERG COURT REPORTERS, INC.
(808)

524-2090

48

BF 9/16/03

1

functional area.

2

case of collections, it could go haywire.

3
4

CHAIR HOKAMA:

7

We have one Department's point of

view.
Mr. Fujita/ you have any comments to my

5
6

Okay.

As an example/ you know/ in the

question?
MR. FUJITA:

Thank you/ Mr. Chair.

We didn't -- a couple

8

months ago we did have some meetings discussing

9

possibilities for consolidations/ and one of the
So we are looking at the

10

areas was in purchasing.

11

procedures and the forms and the processes/ and I

12

think that in a month or two we'll probably be

13

having a written proposal to the Water Department

14

on -- specifically in the area of purchasing.

15

far as the other areas/ like in collections and the

16

billings/ we did start discussions but it is a

17

complex area/ and the Water Department currently

18

has -- the process for the billing is -- is being

19

done in Honolulu now/ and it seems like the fees

20

that are charged are reasonable and they're doing a

21

good job at it.

22

the billings/ we probably would not be consolidating

23

that area.

24
25

CHAIR HOKAMA:

Okay.

As

So as far as the collections and

Well/ I think the members needed to

understand at least you -- your departments have
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1

been reviewing the ability to consolidate, if

2

possible.

3

regards to the financial reporting, basically more

4

because of the Charter amendment that was ratified

5

by our voters, and I'm sure each member has their

6

own point of view, but I know there are advantages

7

and disadvantages to separate financial statements.

8

So I guess both Finance and Water Department can ask

9

this.

Let's see.

My other question is, as it

Is there a clear understanding whether or not

10

the financial statements will continue to be

11

separate in Fiscal Year '04 or are you looking at

12

some kind of transition whereby it will be part of a

13

combined statement?

14

MR. TENGAN:

I guess it depends on what the Council is

15

looking for in terms of reports.

16

willing to include the Water Department's statements

17

in total with the rest of the County, I don't see a

18

problem there.

19

with -- with -- with the Municipal Services Group

20

where we borrowed some money to change our meters to

21

go into the Radio Read program, and the only

22

requirement we have there as far as reporting to

23

them is to submit annual financial statements.

24

Doesn't require, as I understand, audited financial

25

statements.

If the Council is

We do have a reporting requirement
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CHAIR HOKAMA:

Is that the only agency or entity that

requests a separate statement?

3

MR. TENGAN:

4

CHAIR HOKAMA:

As far as I know.
So like with the State for the State

5

Revolving Funds, that's not a concern -- that would

6

not be your concern from our -- well, let me ask

7

Mr. Fujita first.

8

new guidelines that we have now, Mr. Fujita, it

9

would now be part of the overall County debt and it

If we do float a bond under the

10

would be part of the -- I guess the rating of the

11

bond would be part of the overall County's financial

12

sheet now for Water's projects?

13

keeping separate books and if we maintain separate

14

financial reporting systems and statements, we would

15

be reviewing it separately from the rest of the GO

16

program?

17

MR. FUJITA:

Or because we're

Mr. Chairman, in answering your question, I

18

did pose that exact question into our bond council

19

and also into our bond underwriters, and they gave

20

me the example of what Honolulu's doing.

21

Wastewater Department in Honolulu is an enterprise

22

fund, and like our Water Department is an enterprise

23

fund, and the other year the wastewater fund of

24

Honolulu, they had issued a revenue bond, and the

25

revenue bonds look to the revenues of the Wastewater
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1

Department.

2

obligation bond where they look into the. entire

3

county.

4

operations.

It's not a -- it's not a general

They are only looking at the Wastewater

So for the County of Maui's Water-Department,

5
6

it would be the same structure that if the Water

7

Department went for a revenue bond, that would be an

8

obligation specifically on the Water Department, and

9

the financial statements that the County has

10

includes a column for the Water Department as a

11

component unit.

12

according to bond councils and the underwriters,

13

that column is sufficient for the issuance and

14

support and reporting requirements of that revenue

15

bond.

16

they're saying that -- that a financial statement

17

separately for the Water Department is not

18

specifically required.

19

CHAIR HOKAMA:

And that specific column is --

So in the opinions of those professionals,

Okay.

Okay.

So we understand that it is

20

not required.

Is there an advantage to maintain

21

separate statements and

22

transition between -- with the departments and in a

23

year or two we'll have just one financial statement,

24

Mr. Fujita, or we'll maintain status quo with a

25

separate statement for water?

or are you looking at a
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MR. FUJITA:

I would think that for this year that we

2

still would have financial statements issued

3

separately because a part of the year it was under

4

the old rule.

5

CHAIR HOKAMA:

6

MR. FUJITA:

Right.
But for the years after that I think it's

7

still to be decided r and we'll probably be looking

8

at the pros and cons that are posed from the Water

9

Department as well as from our auditors.

For one of

10

the cons r I guess r it's just the costr that when you

11

have special financial statements r there's the cost

12

of that -- of the audit of that r and I guess the

13

Council pays that bill r and there's the cost of

14

producing it.

15

defer that to the Water Director.

16

CHAIR HOKAMA:

17

MR. TENGAN:

As far as the prosr I think I would

George r you have any comments?

I would think one advantage would be is that r

18

you know r let's say something catastrophic happens

19

in the County and the County's ability to -- to

20

borrow monies under the -- under the GO program is

21

affected and -- but yet let's assume that the

22

Department hasn't been affected by this

23

catastrophic -- catastrophic event.

24

separate audited financial statements r I would think

25

that the bond market would be more receptive to

If we have
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1

having the Water Department float revenue bonds and

2

have, you know, audited financial statements already

3

prepared, rather than having to wait.

4

don't know how -- you know, how solid that is, but,

5

you know, that's just my gut feeling.

6

CHAIR HOKAMA:

That's -- I

Well, one area that we really didn't touch

7

upon but is part of why I've been asking this last

8

few question, Members, is that there will come a

9

time when before you will be a question of whether

10

or not the rate for water needs to be changed.

11

for me, I'm still tossing -- tossing it around, and

12

that's why, you know, we're going to need Mr. Tengan

13

and Mr. Fujita, as well as I guess Mr. Yamane and

14

our bond people, on what's our advantage.

15

And

Because I would like -- hopefully like to see

16

a system whereby in case the question comes before

17

each of us and say we need to raise the water rate

18

or lower the water rate or what have you, we will

19

have the proper financial information to make a good

20

decision.

21

big report statement it's hard to pullout certain

22

factors that may make a difference in your decision,

23

and that's one of my areas of concern, is that I

24

would think -- I mean, I know a financial statement

25

will help us with the justification of any water

And sometimes when it's all part of one,
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1

rate adjustment, and we haven't really talked about

2

that at this point yet! since we're just finishing

3

up year five of a five-year program.
Any other questions or comments for the

4

5

6

Department?

Ms. Johnson.

COUNCILMEMBER JOHNSON:

Along with some of the line of

7

questioning about collections! just out of

8

curiosity! the golf course that's right next to

9

Sandalwood! remember a number of years ago they had

10

owed a whole lot of money to the County for water!

11

and if you know the answer to it! fine.

12

don't! that's all right too.

13

how we handled that collection and if that debt was

14

ever paid back to the County Water Department?

15

MR. TENGAN:

If you

But I was just curious

I think the amount you're making reference to

16

was the amount used to irrigate the golf course!

17

which was being provided by Wailuku Ag.

18

sure that the domestic -- or the water that we

19

provided was paid for.

20

Sand Hills area -- not Sand Hills! but Wailuku

21

Heights area and the meter for the golf course

22

that -- both golf courses is located there, and I

23

believe there's only one line going out to the -- to

24

both golf courses.

25

course to maintain water service! the bill would

There's a meter out in the

So in order for the other golf
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1

have to be paid.

2

COUNCILMEMBER JOHNSON:

3

So you're saying that they did

eventually pay the bill?

4

MR. TENGAN:

5

CHAIR HOKAMA:

I would think so/ yes.
And again/ Members/ that one -- we're

6

talking about two -- two things.

7

domestic residential potable program/ and the other

8

one he mentioned was I think Wailuku Agribusiness is

9

the irrigation for the course itself.

10
11

Questions?

I

think Ms. Tavares had a question.
COUNCILMEMBER TAVARES:

12

kind of forgot.

13

t~lked

Yeah/ I just wanted to know -- I
On the performance audit that we

about before.

14

CHAIR HOKAMA:

15

COUN.CILMEMBER TAVARES:

16

George is on the

Yes.
Was that going to be initiated by

the Councilor is that Department initiating that?

17

CHAIR HOKAMA:

18

COUNCILMEMBER TAVARES:

19

what --

20

CHAIR HOKAMA:

You're asking me the question?
Yeah/ because I don't remember

My -- my offer to the Department was that I

21

think it could assist them in their future planning

22

and programming/ that I would be happy to entertain

23

and move forward to assist the Department and to

24

also assist us.

25

comments at this time whether or not you have a

And so/ Mr. Tengan, you have any
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comment on performance audit for your Department?
MR. TENGAN:

Mr. Chair, several years ago, like about four

3

or five years ago, I guess, we did have a similar

4

kind of critique done for the Department through the

5

American Water Works Association.

6

has a program called QualServe, and what happens is

7

that water management people volunteer to

8

participate in this program and go and visit sites

9

requesting a critique of the departments.

The association

We had

10

one done four or five years ago, and so we kind of

11

know what we're working with already.

12

know if another performance audit would be

13

advantageous, but I would be willing to discuss it.

14

CHAIR HOKAMA:

Okay.

15

COUNCILMEMBER TAVARES:

And I don't

Ms. Tavares.
Yeah, I would be interested in

16

hearing your assessment of what you have implemented

17

as a result of that water works critique.

18

you -- have you implemented all of their

19

recommendations?

20

MR. TENGAN:

I don't think we did all of

21

that we've addressed a lot of them.

22

sure as to where we are with that.

23

COUNCILMEMBER TAVARES:

24

report?

25

CHAIR HOKAMA:

itl

Have

but I'm sure

I'm not exactly

Could we get a copy of that

We'll put in the request on behalf of the
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Committee to the Department.

2

COUNCILMEMBER TAVARES:

3

CHAIR HOKAMA:

Okay.

And weill ask that Mr. Tengan, when

4

possible, to give us a written comment on the status

5

of those critique comments.

6

COUNCILMEMBER TAVARES:

7

CHAIR HOKAMA:

8

Okay, thank you.

And then we can make a determination on how

to move forward.
Okay, anything else, Members?

9

10

comments by the Water Department?

11

Mr. Tengan?

12

MR. TENGAN:

13

CHAIR HOKAMA:

14

MR. FUJITA:

15

CHAIR HOKAMA:

16

MR. YAMANE:

17

CHAIR HOKAMA:

Any closing

Anything,

No, none at this time.
Okay.

Finance Department, any comments?

No.
Mr. Yamane, any closing comments?
No, not at this time.
Okay, thank you.

People, Members, the

18

Chair's recommendation is to file the communication

19

and attached reports as relates to Item 8 of the

20

Budget and Finance agenda.

21

VICE-CHAIR NISHIKI:

22

COUNCILMEMBER MATEO:

23

CHAIR HOKAMA:

So moved.
Second.

Moved by Mr. Nishiki, seconded by Mr. Mateo

24

to file County Communication 03-87 and all attached·

25

documents.

Discussion, Members?

Seeing none.

RALPH ROSENBERG COURT REPORTERS, INC.
(808) 524-2090

All

BF 9/16/03

1

58

in favor, say "aye."

2

COUNCIL MEMBERS VOICED AYE.

3

CHAIR HOKAMA:

4

VOTE: AYES:

Opposed say "no."

5
6

NOES:
ABSTAIN:
ABSENT:

7

EXC~

8

:

MOTION CARRIED.

9

ACTION:

10

CHAIR HOKAMA:

11

RECESS:

13

RECONVENE:

14

CHAIR HOKAMA:

16

Motion is carried.

Thank you very much.
(Gavel) .

10:33 a.m.
10 :47 a.m.

(Gavel).

We shall reconvene the Council's

Committee on Budget and Finance.
ITEM NO.3:

17
18

Recommending FILING of communication.

We will stand in recess till 10:45.

12

15

Councilmembers Carroll, Johnson, Kane,
Mateo, Molina, Pontanilla, Tavares,
Vice-Chair Nishiki and Chair Hokama.
None.
None.
None.
None.

CHAIR HOKAMA:

COMPREHENSIVE ANNUAL FINANCIAL REPORT (CAFR)
AND MANAGEMENT LETTER FOR FISCAL YEAR ENDED
JUNE 30, 2002 (C.C. No. 03-161)

Members, we are now on Item No.3, the

19

Comprehensive Annual Financial Report, or known as

20

CAFR, as well as the management letter for the

21

fiscal year ending June 30th, 2002.

22

receipt of this through County Communication 03-161,

23

and at this time I will ask Mr. Yamane if he has any

24

opening comments regarding this specific item.

25

MR. YAMANE:

We are in

Mr. Chair, I don't have anything specific at
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this point in time.
CHAIR HOKAMA:

Okay

I

thank you.

Mr. Fuj ita

any comments

I

for the Committee at this time?
MR. FUJITA:

Thank you, Mr. Chair.

I wanted to thank our

5

accounting department, because they worked extremely

6

hard on this year's CAFR

7

that's here.

8

department was faced with the transition of the

9

format of the financial statements.

I

especially Mr. Ty Yoshimi

For this past year the accounting

Because of

10

GASB-34 there was a number of requirements that had

11

to be implemented, and these were major

12

requirements.

13

statements were essentially fund-based statements,

14

and by fund-based statements I mean the categories

15

of the financial statements were broken down by the

16

General Funds, the special funds, and on and on and

17

on.

18

In the past years the financial

This year, because of the GASB, the

19

accountancy profession has determined that for

20

governments on this particular structure is now a

21

recommended so that the financial statements

22

essentially look very different now.

23

there's a transmittal.

24

have a certificate of achievement for excellence in

25

financial reporting, and I'd like to say that his

We have a discussion -- we
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1

particular was awarded -- actually if you look at

2

page 14, it shows the award for Fiscal 2001, and

3

that was the 19th consecutive award for the County

4

of Maui.

5

and that would be our 20th, and we usually receive

6

that award probably in December, I guess.

7

might be late this year because we filed late.

8

Also, I wanted to mention that when you read the

9

auditor's report, it results in what we call a clean

And we do expect an award for Fiscal 2002,

Maybe it

10

opinion, and that means that the audit, it was

11

performed according to accounting standards and that

12

all the information is fairly presented.

13'

Then from pages 19 through page number 29 is

14

a management discussion and analysis, and in that

15

narrative it describes a lot of highlights and the

16

major changes for the financial statements, and I

17

won't read them right now.

18

statement of net assets, and this statement is a new

19

statement that's required by GASB No. 30, and it's

20

essentially a statement that's prepared on the

21

accrual basis.

22

accrual means that as soon as a transaction is

23

incurred, it's reported.

24

financial statement.

25

statement of net asset -- it looks like a balance

On page 30 is a

And what that means is that

It's not a cash-based

It's accrual based, and that
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1

sheet.

2

activities and business type activities, then a

3

total column, and then the component unit for the

4

Department of Water Supply.

5

And it shows the results for government

This column for the Water Department is

6

essentially the same information that was shown on

7

the Water Department's financial statements, so that

8

the information is still available here on the

9

County's CAFR.

On page 31 is a statement of

10

activities, and this shows the expenses, charges for

11

services, operating grants and contributions, and

12

capital grants and contributions, and then it shows

13

the amount for the primary government that are net

14

expense revenues and changes in net assets.

15

the last column on the right, again, we have the

16

Water Department as a component unit, and again,

17

those numbers are the same as what was shown on the

18

Water's financials.

Then on

19

On the next page, 32, is the County of Maui's

20

balance sheet that's stated for governmental -- it's

21

called the Governmental Fund Statement, and this

22

statement is like the financial statements that we

23

had in the past years.

24

year's CAFRs and you want to compare things like the

25

fund balance and the cash, this is the statement

So if you go back into last
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1

that would be compared with.

2

statement is not from the accrued basis.

3

on what we call is the modified accrual basis.

4

And this particular
It's done

And the best way for me to explain the

5

modified accrual basis is that it's similar to cash

6

statements/ except for certain accruals.

7

example/ the receivables for real property taxes are

8

accrued for the first two months of transactions

9

that follows the fiscal year.

For

So for the months of

10

July and August/ those are receivables that were

11

collected is reflected here as real property tax

12

receivables.

13

modified accrual and the cash basis.

14

And that's the difference between the

Then on the next page we have a

15

reconciliation of fund balances on the balance sheet

16

for governmental funds to net assets of governmental

17

activities on the statement of net assets.

18

a comparison of the fund balances from total

19

government funds r which is 81 million.

20

number is on page 32 on the second to the last line

21

on the right/ is that 81/666/000.

22

balance frr like all of the government funds.

23

we have a reconciliation of how that compares to the

24

net assets of government activities/ which is on

25

page number 30/ which is the last number for the

This is

I think that

That is the fund
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1

government activities, which is 256,024,368.

2

Instead of going through the rest of the financial

3

statements, I think I'll just stop here and let the

4

Council ask questions.

5
6

7

CHAIR HOKAMA:

Members, you have questions for the

Department of Finance at this time?
COUNCILMEMBER TAVARES:

Ms. Tavares.

I know that we heard all through

8

the budget that we were changing over systems and it

9

was a difficult process to switch over to this, and

10

this is the 2002 CAFR, which at this point in time

11

is not too much interest to me.

12

in the 2003, and perhaps can you tell us now when we

13

can expect to see the 2003 CAFR?

14

MR. FUJITA:

I'll be interested

Normally that CAFR would be available in the

15

middle of December.

We're trying to expedite it,

16

since we know the last time we were late and we

17

don't want to be late ever again.

18

starting point of -- for this financial statements

19

is the month of September, actually, but because of

20

the modified accrued basis of accounting that we

21

leave the books sort of open in July and August so

22

that we can see what the accruals are from the

23

receivables and the payables, and those -- those

24

transactions for July and August becomes the basis

25

for the modified accrual adjustments.

So from the
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1

end of August those are recorded.

2

our analysis, and those analysis are already

3

underway.

4

September on a lot of those.

5

finished hopefully late November, but the normal

6

would be the middle of December.

7

We start to do

We've actually started from before

COUNCILMEMBER TAVARES:

Okay,

So we're hoping to be

That will be nice.

Even

8

that is too late for us, though, by the time we get

9

into the budget.

Because we're -- you know, as we

10

recall, the difficulty that we had with this year's

11

fiscal budget as we were deliberating it earlier

12

this year was that we were in, you know, dire

13

straights and there were no red flags.

, 14

no warnings along the line.

There were

So what good is

15

reporting if those kinds of things aren't brought to

16

the decision makers?

17

we're talking more about the quarterly reports than

18

we are about this, but I think that for the

19

this body to be able to respond to changing times

20

and needs and, you know, reduced revenues or

21

whatever, there's -- you know, we've got to find a

22

way that we get an early indication that things are

23

not as they should be or not according to budget.

24

And, you know, we depend on that quarterly

25

report, so hopefully the quarterly report will be

I mean even -- and I guess
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1

showing -- you know, showing us a different thing.

2

Because even, as you recall, when we got the third

3

quarter report for Fiscal 2003, it still didn't show

4

us anything.

5

that we were in trouble.

6

the fourth quarter report, I mean it's too late by

7

then.

8

kind of got to figure out a better system to let

9

everybody be informed of what's going on.

10

It still didn't send up any red flags
And for us to wait until

We're already in the budget, you know.

So we

'Do you have any -- anything to offer as far

11

as from where we were in -- based on this CAFR to

12

where we went in 2003, especially with some of the

13

fund balances in the restricted funds?

14

like on page 20 -- 24 to 27.

15

guess, lists the -- I'm sorry.

16

know, we had to transfer General Fund money to like

17

the Wastewater Fund.

18

transferred funds to?

19

waste" and so they're not self sufficient.

20

not going to be this year either.

21

there's a reduction in fund balances I think in the

22

Highway Funds and in Other Governmental Funds in

23

this CAFR, and can we see -- or do you know what

24

happened in each one of those, why the funds"were

25

reduced?

I think it's

Well, page 35, I
Well, it's -- you

Is it wastewater that we
Oh, solid waste, to solid
They're

So, you know, _
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1

CHAIR HOKAMA:

Mr. Fuj ita.

2

MR. FUJITA:

3

CHAIR HOKAMA:

4

MR. YOSHIMI:

5

COUNCILMEMBER TAVARES:

I'm going to defer this to Ty Yoshimi.
Mr. Yoshimi, if you would, please.
Could you restate your question again?
Yeah, on page -- I guess on page

6

II, the third paragraph down talks about -- well, a

7

net reduction in fund balance for the General Fund,

8

and then it included such and such and such, and

9

then -- well, there's that one.

And I guess we can

10

understand that one, but on page 35 there was one

11

about the Highway Fund.

12 -

you know where it's in the parentheses means a

13

decrease, right?

14

was already explained, but in the Highway Fund,

15

wastewater is getting pretty low, and then Other

16

Governmental Funds is at 429,000 or so.

17

MR. YOSHIMI:

I guess in

You know the net changes

So I think the General Fund one

as it relates to fiscal year's

18

'04 Budget, if you look at page 32, the unreserved

19

fund balartce is what we start off as far as Fiscal

20

Year '04's Budget for carryover savings.

21

COUNCILMEMBER TAVARES:

22

MR. YOSHIMI:

So that's like carryover, right?

Yeah, if you look at -- besides that you

23

were mentioning the Solid Waste Fund.

24

changes in GASB-34, this statement here shows only

25

the major funds as a predetermined criteria that
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1

GASB has set.

If you look at the second to the last

2

column, we have Other Governmental Funds, and if you

3

look on the back pages, let's see, ·page 83 would

4

include all the non-major governmental fund, which

5

totals up to that column there.
So in that you were mentioning -- you were

6
7

making reference to the Solid Waste Fund.

The Solid

8

Waste Fund ended up with a fund balance of

9

2,031,000, but without knowing the actual budget

10

details, I don't know what happened as far as, you

11

know, the transfer and stuff like that.

12

COUNCILMEMBER TAVARES:

Well, let me ask this.

In the

13

quarterly report that is being prepared, are we

14

going to get the breakdown as -- as it shows on page

15

83 by funds?

16

MR. YOSHIMI:

Breakdown as far as what?

17

COUNCILMEMBER TAVARES:

The expenditures and the balances,

18

fund balances for -- for each of these like in

19

Park

20

is more detailed, like you were saying, because it's

21

lumped together as Other Governmental Funds on page

22

32.

you know, like the ones reflected on page 83

23

MR. YOSHIMI:

24

COUNCILMEMBER TAVARES:

25

Yeah, these are non-major funds.
But are we going to get the

non-major funds broken out like this in the
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1

quarterly report?

Maybe that's not the question.

2

The question is I hope we're getting the fund

3

balances by these non-major -- I mean it's non-major

4

to -- to maybe, you know, people that deal with big

5

amounts of money, but for us looking at the details

6

compared with the budget, I don't want to see all

7

this lumped together, especially when it contains

8

the Solid Waste Fund.
So can we make a request, Mr. Chair, that the

9

10

quarterly report be based on a breakdown of the

11

non-major funds?

12

MR. YOSHIMI:

13

funds.

The quarterly report does show all the

14

COUNCILMEMBER TAVARES:

15

MR. YOSHIMI:

16

Like on the page 83?

Not in the similar fashion, though.

the revenues and expenditures by fund.

17

COUNCILMEMBER TAVARES:

18

CHAIR HOKAMA:

By fund.

We'll work with you on that, Ms. Tavares,

19

and then if need be I'll be happy to send a

20

communication to Finance Department.

21

COUNCILMEMBER TAVARES:

22

CHAIR HOKAMA:Okay .

23

We show

Okay.

Thank you.

Mr. Pontanilla, questions at this

time for Finance Department?

24

COUNCILMEMBER PONTANILLA:

25

CHAIR HOKAMA:

No.

Mr. Nishiki?
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1

VICE-CHAIR NISHIKI:

No.

2

CHAIR HOKAMA:

3

COUNCILMEMBER MOLINA:

4

CHAIR HOKAMA:

5

COUNCILMEMBER MATEO:

6

CHAIR HOKAMA:

7

COUNCILMEMBER JOHNSON:

Mr. Molina?
No.

Mr. Mateo?
No.

Ms. Johnson?
I just wanted to note that in

8

the -- I guess it's the May 15th communication, that

9

I was very pleased to see that we do have a handle

10

on our workmen's compensation and that's improved

11

dramatically.

12

at correspondence with regard to the real property

13

tax situation on our mapping, I don't know if -- you

14

know, and I looked at I think it was Agnes' update

15

on that within the binder, but do you have any

16

additional comments or suggestions, either

17

Mr. Fujita or even Mr. Yamane, as to how we might

18

get a better fiscal control put into the new

19

properties that are coming on line, such as, I don't

20

know,. maybe requiring that before they get a

21

certificate of occupancy, that we have some kind of

22

an update as to what the current valuation is,

23

something

24

to how we can bring in additional revenues?

25

CHAIR HOKAMA:

And then in the other area, looking

would any of you have any comments as

Mr. Fujita.
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MR. FUJITA:

Thank you, Mr. Chairman, I guess this

2

question relates into the reportable conditions on

3

the real property tax subdivisions that was delayed

4

because of -- the mapping was not staffed properly.

5

First, I'd like to say that the key date for the

6

valuations is that December 31st for each year, and

7

on that date the real properties from the County of

8

Maui is valued.

9

now is to have these mapping updates completed by

So what we are shooting for right

10

that date.

Because if we miss that date, then we

11

have to wait until the next year again, because it's

12

done only once a year.

13

Right now we have a contract with staff at

14

the City and County of Honolulu that we started a

15

couple months ago, and we have sent all of our

16

backlog there.

17

those about six weeks now, and they are making good

18

progress.

19

will be on target for completing the backlog before

20

this December 31st date.

21

plan and according to our agreements and the

22

progress reports, that we are on track, that the

23

values will be updated, and everybody is going to

24

have the correct tax valuations on their next bills.

25

And they have started to update

Right now the projection is that they

COUNCILMEMBER JOHNSON:

Okay.

So right now, according to

I'm really glad to hear
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1

that.

2

mapping -- because I noted in Ms. Hayashi's comments

3

that she stated that the ones that had been updated

4

by another entity or whoever it was, that they had

5

to be completely redone because they weren't up to

6

the standards.

7

if they were deficient in anyway, is there any

8

recourse that we have?

9

County of Honolulu's not doing this for free.

10

MR. FUJITA:

With regard to the previous I guess

Did we pay for those services?

And

Because obviously City and

I believe the party from before was different

11

from the City and County of Honolulu, and it seems

12

like they had performed the work that was

13

contracted, but the specifications on the contracts

14

were not correct, so the results were not really

15

useful, but they did perform the work that was

16

contracted.

17

And that was already passed.

There's

not much we can --

18

COUNCILMEMBER JOHNSON:

19

MR. FUJITA:

20

COUNCILMEMBER JOHNSON:

I know.

-- do about that.

21

that?

22

MR. FUJITA:

23

COUNCILMEMBER JOHNSON:

Do you know how much we paid for

No, I don't.

Sorry.

I'd be really curious.

Because,

24

again, this is really, Mr. Chair, going to the whole

25

core of getting it right the first time and putting
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1

in those controls and making sure that we get the

2

proper report so that they are useful to us.

3

have every confidence that currently it will be done

4

properly because these were the people that were

5

doing ours before r but have there been any other

6

attempts or success in getting a person who's

7

properly trained so that we don't have this

8

recurring problem?

9

MR. FUJITA:

Yes.

So I

ActuallYr of the staff that's at the

10

lower levels of our tax mapping section r they are

11

attending some classes at MCC for the purpose of

12

learning the mapping skills.

13

already have abstracting skills r that they

14

understand how to handle the title movements of real

15

propertYr so the part that they're working on now to

16

gain the mapping skills r probably by December or a

17

little after that they would be able to move up into

18

that position as the mapper r but then they would

19

have to get experience by working with Honolulu

20

again.

21

COUNCILMEMBER JOHNSON:

They have -- they

And that's what I was going to

22

say, is that perhaps we could get a discount if we

23

give them an employee.

24

MR. FUJITA:

Yes r we'll ask that.

25

COUNCILMEMBER JOHNSON:

In training r so to speak.
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1

thank you very much r and I. was pleased to see that

2

as an improvement.

3
4

CHAIR HOKAMA:

Thank you.

Mr. Kane?

Mr. Carroll?

Ms. Tavares?

Yeah r could we look at page 79 for

5

COUNCILMEMBER TAVARES:

6

a minute?

7

of information r and I am no -- I do not profess to

8

be any kind of -- financial neophyte is what I amr

9

if anything.

You know r the CAFR contains a whole lot

If I were to look at one page in this

10

whole thing r this is the pagel look at.

11

on this statement of revenues r expenditures r and

12

changes in fund balancer would you please explain to

13

me what each column means?

14

and variance.

15

amounts and I see at the bottom of the page 8.2

16

million.

17

that year; is that correct?

Now r

MR. YOSHIMI:

19

COUNCILMEMBER TAVARES:

21
22

23
24
25

Now

Original r final r actual r

I look down at the actual

And that was the carryover savings for

18

20

Okay.

Correct.
So what does original represent

and final and actual?
MR. YOSHIMI:

Original is the original budget as

originally passed by the Council.
COUNCILMEMBER TAVARES:

So that I s the budget that was

passed by the Council as the original?
MR. YOSHIMI:

Correct.

The final is with any amendments
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up to --

2

COUNCILMEMBER TAVARES:

3

MR. YOSHIMI:

4

COUNCILMEMBER TAVARES:

5

MR. YOSHIMI:

6

COUNCILMEMBER TAVARES:

Oh r amendments to the budget?

Correct.

Oh r okay.

Then actual

Then actual is the actual.
Is actually what was -- yeahr

7

because I couldn't under the difference between

8

final and actual.

9

variance r okaYr if I look at -- okaYr the first

10

liner okaYr the final adjustment for taxes r for

11

example, is 96 million r okay, and we actually

12

collected r then r 100

13

million more than we thought we were going to

14

collect r right?

15

MR. YOSHIMI:

16

COUNCILMEMBER TAVARES:

Okay.

When you report the

100 million.

So we were 3

Correct.
Okay.

All right.

Now - - I think

17

I got it now.

Because I was looking at original and

18

actual and it didn't come out quite -- somewhere.

19

So if this

20

purposes r I mean I see this page as being a real

21

important information page.

22

in this CAFR that has a page or two pages that is

23

real important for us?

24

the entire document r which is a little overwhelming

25

at times.

I mean for Council

for Council

Is there somewhere else

You know, without reading
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MR. YOSHIMI:

I guess one of the major items that's being

2

utilized for the budget is on that page 32, which is

3

we show fund balance reserve and unreserved.

4

unreserved section is what we start off with the

5

budget for Fiscal Year '04, and as I was mentioning

6

the Other Governmental Funds is all grouped into the

7

non-major on the schedule in the back.

8

key figure that's being utilized for the budget,

9

that unreserved fund balance.

The

So that's a

That's synonymous

10

with the carryover savings in the budget, that we

11

start off the fiscal year budget process with.

12

COUNCILMEMBER TAVARES:

13

MR. YOSHIMI:

Okay.

Then we look at

in the budget process we

14

look at in the same -- like the statement you were

15

just looking at, budget to actual and trying to make

16

the comparison.

17

used in the budget process, the unreserved fund

18

balance.

19

CHAIR

HO~:

So this is a major figure that's

Ty, can you use the microphone, please.

20

Thank you.

21

COUNCILMEMBER TAVARES:

Can you point out to me again -- I

22

lost it -- the page that breaks down the Other

23

Governmental ones?

24

MR. YOSHIMI:

Oh, that's on --

25

COUNCILMEMBER TAVARES:

I had my finger there and then I
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left -- took my finger off.

2

MR. YOSHIMI:

Page

3

COUNCILMEMBER TAVARES:

4

MR. YOSHIMI:

5

COUNCILMEMBER TAVARES:

6

CHAIR HOKAMA:

7

COUNCILMEMBER PONTANILLA:

84?

83.
83.

Okay.

Thank you.

Okay, Mr. Pontanilla?
Thank you.

Following up on

8

Councilman Johnson's questions in regards to the

9

mappers, do you know the contract amount to do this

10

work with the City and County of Honolulu?

11

CHAIR HOKAMA:

12

MR. FUJITA:

Mr. Fujita.
Thank you, Mr. Chair.

The City and County of

13

Honolulu has contracted us at their cost, so 'it

14

really depends on the employee, and the last report

15

that I saw they had like nine employees that spent a

16

few hours here and there, and some of the employees

17

made more and some made less.

18

their -- on top of the salary, they added on costs

19

for their overhead, and I think it was something

20

like 55 percent for the overhead, and it would

21

include things like their -- the cost of their

22

fringes and taxes.

23

But on top of

So I think it's a good deal, because these

24

employees are already trained.

25

equipment.

They're structured.

They have the
They have an
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1

understanding of what's the proper procedure t and at

2

this point in time the County of Maui does not

3

our employees are in training and hopefully by the

4

time we reach that crossover point

5

employees would be able to take over.

6

really a good benefit t first

7

opportunity I guess to use the trained staff

8

it's at cost

9

COUNCILMEMBER PONTANILLA:

10
11

t

t

t

then our
So it's

to have this
t

and

so -So do we have a dollar amount

t

an estimate how much it's going to cost?
MR. FUJITA:

The last month I think I saw the charges for

12

July or August t and it ran about$14 t OOO for their

13

staff time that was used for the production of the

14

Maui work.

15

COUNCILMEMBER PONTANILLA:

16

MR. FUJITA:

Yeah

t

For those two months?

I think it was about -- I think it was

17

about six weeks for about 14 t OOO t and it really

18

depended on the availability of the staff and which

19

staff is assigned to do that work.

20

there will probably be a time where they will

21

provide much more hours and then toward the end like

22

November

23

hours and less charges.

24
25

t

And I think that

December probably would slow down less

COUNCILMEMBER PONTANILLA:

So safe to say that from

September through December our costs will probably
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be between 25 and 30,000, in addition to the 14?

2

MR. FUJITA:

I would guess around 30,000.

3

COUNCILMEMBER PONTANILLA:

Okay.

You mentioned about

4

having some employees attending MCC -for training.

5

How many employees do we have doing the training?

6

MR. FUJITA:

There are -- there are these two employees,

7

and currently they're going to training on their

8

own.

9
10
11

COUNCILMEMBER PONTANILLA:

So the two would be sufficient

to handle going forward as of December the 31st?
MR. FUJITA:

I think we have one position that's -- that's

12

available for the mapper and there's another one for

13

a supervisor, but so far that's the only ones that

14

we have. any hope on.

15

advertised in the paper and we've asked -- we've

16

talked to Honolulu even.

17

people In from Honolulu, but it's hard to get good

18

trained staff.

Still might be able to get people

19

from Honolulu.

I don't know.

20

COUNCILMEMBER PONTANILLA:

We've had these positions

We're trying to steel

Try the phone company.

In

21

regards to the backlog in 2002, do we know as far as

22

how much revenue we lost, you know, due to the back

23

logs?

24

MR. FUJITA:

25

I've heard that for the two and a half years

we've lost close to 800,000.
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1

COUNCILMEMBER PONTANILLA:

2

MR. FUJITA:

800,000.

But that's based on rough estimates, because

3

we don't have the maps yet, and of course once the

4

maps are completed, then we could see what that

5

exact number would have been.

6
7

8
9

COUNCILMEMBER PONTANILLA:

Okay, thank you.

Thank you,

Chair.
CHAIR HOKAMA:

Before I ask Mr. Nishiki for his comments

or questions, since it was just brought up, let me

10

ask Mr. Yamane.

11

reportable conditions in your report to us -- you

12

have -- you have anything else to say, Mr. Yamane,

13

regarding the real property tax subdivisions?

14

MR. YAMANE:

It is part of your comments on the

Yes ,Mr . Chair.

I guess from - - from our

15

perspective, you know, the real property tax revenue

16

is the most significant source of revenue for the

17

County.

18

and that's why we've put it in our comments that

19

this -- and it's good to hear that the Finance

20

Department and the Real Property Tax Division is

21

taking action to update the records because the cut

22

off is December 31st, which is vital, but I think

23

some of the questions that are being asked by

24

Councilmember Pontanilla is that how are we going to

25

continue this on an ongoing basis?

It is an area that we believe very strongly

Because it's
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1

good enough to fix the problem, but unless you pay

2

attention to it and maintain it on an ongoing basis,

3

there's always a potential that you may be faced

4

with the same issue two, three years later.

5

know, it's good to fix it, but we need to have a

6

plan as to how to maintain it, because I think it's

7

extremely important to the County.

8
9

CHAIR HOKAMA:

Okay, thank you.

So, you

Thank you for that.

Mr. Nishiki?

10

VICE-CHAIR NISHIKI:

11

CHAIR HOKAMA:

12

COUNCILMEMBER MOLINA:

No.

Mr. Molina?
Yeah, thank you, Chairman.

I could

13

ask either Mr. Yamane or Mr. Fujita.

14

reportable condition with regard to the cash deposit

15

concern -- if you said it earlier in your opening

16

remarks, I apologize if I missed it -- can you

17

comment on that as far as what the County's going to

18

do to address that problem?

19

CHAIR HOKAMA:

20

MR. FUJITA:

On the other

Mr. Fujita.
Thank you, Mr. Chairman.

The cash deposits

21

for the purposes of this report, and the report is

22

for that fiscal year that ended in June 2002, at the

23

time it was late and the cause of it was of a

24

transitional staffing for our accountant that had

25

retired.

We had this accountant that worked for the
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1

county for over 35 years and she retired/ so the

2

accountant below her moved up and there was a chain

3

reaction/ and this particular one that did the bank

4

reconciliations fell behind in the work and was

5

distracted by things that were going on with the

6

GASB-34 and with the transition/ the restaffing and

7

training of these others.

8

right now it's current.

9

finished last month's bank reconciliations on time.

The good news/ though/
It's not late anymore.

We

10

We don't expect it to fall behind again/ and that

11

problem was caused by the one-time transition when

12

we lost our main accountant.

13

COUNCILMEMBER MOLINA:

That's good to know.

Hopefully we

14

don't have to make any more transitions as far as

15

accounting personnel for not so many years.

16

you.

17

CHAIR HOKAMA:

18

MR. YAMANE:

19

CHAIR HOKAMA:

20

COUNCILMEMBER MATEO:

21

CHAIR HOKAMA:

22

COUNCILMEMBER JOHNSON:

23

CHAIR HOKAMA:

Thank

Mr. Yamane/ comments on cash deposits?
No/ no further
comments.
\
Okay.

Mr. Mateo?
No.

Ms. Johnson?
No.

Mr. Carroll?

Okay.

If I go back to

24

Ms. Tavares, is there anything else you want to add

25

in -- in comments/ Mr. Fujita?
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1

MR. FUJITA:

2

CHAIR HOKAMA:

Not at this time.
Not at this time.

Okay.

Let me then bring

3

up about the infrastructure reporting.

4

understanding is that the County is basically

5

meeting all basic requirements for GASB reporting

6

and we have implemented the TRIAD Fixed Asset

7

System.

8
9

MR. FUJITA:
again.

My

Is that a correct status, Mr. Fujita?
I believe so, but I'll defer to Ty Yoshimi
We had a discussion about this just before

10

this meeting, and it sounded like it was, but I'd

11

rather hear it from Ty.

12
13
14

CHAIR HOKAMA:

Mr. Yoshimi, if you would please share your

comments regarding the GASB reporting status.
MR. YOSHIMI:

Mr. Chairman, yes, we substantially complied

15

with the infrastructure requirement, in that we had

16

hired KPMG and with them some contracting to

17

American Appraisers.

18

majority of our infrastructure as of June 30th,

19

and '02 as part of the requirement for GASB-34.

20

during the process of compiling all of that

21

infrastructure data, the -- I guess the Bighway

22

Division couldn't devote enough time where they

23

couldn't pick up all of the roadways, so as a result

24

some of the roadways in the Central Maui area was

25

not picked up as of the dates mentioned.

They had inventoried the
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But one of the GASB requirements is that we

1
2

have a four-year period to pick up all of the

3

infrastructure up to 2006 t

4

meantime we had contracted with American Appraisers

5

to finish up that phase of the missed roads in the

6

Central Maui district.

7

of this year we should have it all on board

8

CHAIR HOKAMA:

9

MR. YOSHIMI:

10
11

I believe t but in the

So hopefully before the end

OkaYt okay.
-- as far as the infrastructure reporting

requirements for GASB-34.
CHAIR HOKAMA:

Let me just follow

UPt

then t with what

12

you're sharing with the Committee this morning.

13

I understand t you know t the road system is one major

14

hurdle for the County to appraise and have

15

inventoried.

16

determination whether or not an asset management

17

system will be implemented shortly or you going

18

to -- or is the Administration currently thinking of

19

waiting until the inventory's'basically completed or

20

do you feel that since it is not required t in my

21

understanding t that we would not need an asset

22

management system?

23

MR. FUJITA:

And

Has the Administration made a

Mr. Fujita.

Thank you t Mr. Chair.

That asset management

24

system t I think that the Administration has started

25

looking at itt but because of some other priorities t

RALPH ROSENBERG COURT REPORTERS, INC.
(808)

524-2090

BF 9/16/03

84

1

especially this specific work on the infrastructure

2

costing that we felt that we probably should finish

3

the part that is required, and it might be next year

4

that we get a chance to go back and revisit this

5

other aspect of managing assets.

6

CHAIR HOKAMA:

Okay.

I bring that up because I'm a strong

7

advocate for -- for good management systems, and

8

this I believe will help the departments who will be

9

charged as -- what's a good term -- custodians of
So if it's for Public Works, it's like

10

that asset.

11

the roads, and for the asset management system will

12

help us on the maintenance and repair of the asset

13

as well as the future replacement of the asset.

14

And, you know, my plan is to help move the Council's

15

responsibilities forward, provided that the

16

Administration will support and move an asset

17

management system forward.

18

you.

19

system which has advantages for our management

20

systems?

21

Mr. Fujita?

And so I share that with

What are we using to -- are we using our GIS

22

MR. FUJITA:

23

CHAIR HOKAMA:

Are you aware of what we are using,

I'm sorry, I don't know.
Okay.

Lance, why don't we send a letter.

24

I would like to know what we are using, and at this

25

time who

-~

are you aware of who it is, Mr. Regan,
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the one cast with the responsibility for the
inventory and the asset documentation at this time

3

4

for the system?
MR. FUJITA:

I believe it's David Ching in the Mayor's

5

Office that has been handling this particular

6

project.

7

CHAIR HOKAMA:

Okay.

We'll send a letter to Mr. Ching,

8

asking for some comments.

9

has areas, whether it be GASB or anything else with

10
11

this CAFR portion.
COUNCILMEMBER TAVARES:

Is there anyone else that

Ms. Tavares.
Yeah, on page 12 there's a

12

notation about some -- some CIP projects.

13

just curious as to why these projects were singled

14

out out of all the CIP projects.

15

CHAIR HOKAMA:

16

MR. FUJITA:

I was

Mr. Fujita.
Thank you, Mr. Chairman.

This particular

17

section of the transmittal was initially drafted by

18

Wesley Lo, who was the previous Finance Director,

19

and this is a transmittal of his Finance Director's

20

CAFR for the middle of his last year in office.

21

I would guess that his intent that these projects

22

have started and that the next Administration would

23

be held responsible to complete them and to finish

24

them up, but that these projects are important and

25

that we want to make sure that these are successful,
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since significant amount of costs and time has been

2

investigated in these.

3

done by Wes Lo.

4

COUNCILMEMBER TAVARES:

This particular draft was

Okay, thank you.

Then on that

5

same page, under risk management, there's a notation

6

that Department of Water Supply cancelled the

7

property insurance, his property insurance.

8

that,mean that they're now just falling under the

9

county of Maui's general liability?

10

MR. FUJITA:

So does

I believe at the time that the Water

11

Department was still semi-autonomous and they could

12

make decisions on their own insurance, and I believe

13

in year's past that they had decided to be

14

self-insured· at certain areas and they had been

15

using this method to save spending expenses and

16

things from time to time.

17

when they cancelled, they don't automatically get

18

placed on the County's insurance, on the property

19

insurance.

20

insurance, that we provide the property description

21

as well as costs of replacement value.

22

Water Department cancelled it at the time,

23

apparently they would be self-insured, but right now

24

they fall under the coverages of the County now, so

25

I just believe that in -- from June 12th that they

As far as the coverage,

I think what we do for the major
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were self-insured.
COUNCILMEMBER TAVARES:

And then the Charter amendment

3

changed that, so now they're just like any other

4

Department in the County?

5

MR. FUJITA:

That's correct.

I think right now the

6

County's responsible for their property now and we

7

are responsible for their insurance.

8

COUNCILMEMBER TAVARES:

9

CHAIR HOKAMA:

Okay.

Thank you.

Okay, thank you.

Since we're on page 12,

10

Mr. Fujita, you know the beginning part of

11

Ms. Tavares' question, she listed the

12

comment regarding those half dozen or so projects.

13

In the following paragraph there is a

14

understand what you said about the previous

15

Administration.

16

that talks about the current Administration, that

17

the Arakawa Administration is focused on returning

18

fund balances to their proper levels and allowing

19

the County the future flexibility.

20

can appreciate that.

21

Administration's view is a proper level of fund

22

balances, such as General Fund?

23

MR. FUJITA:

she made

and I

However, there is a specific line

I think we all

What is in the current

Okay, thank you, Mr. Chairman.

That is a

24

very difficult question.

From -- the Governmental

25

Financial Officers Association, there are a number
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1

of recommendations, and one of the standards is the

2

recommendation of 5 percent up to 10 percent of your

3

total expenditures.

4

think it's a good start, but still we should be

5

looking at what the County of Maui is involved with.

And if we had that base, I

This particular County, as you know, because

6
7

it's these islands in the middle of the Pacific,

8

that we are probably more like a city than a County

9

when you compare it to these other jurisdictions on

10

the mainland.

So because of that, we have a little

11

more risk and should have a little more flexibility

12

or some

13

balance or maybe a rainy day fund.

14

percent I would say is a good start, but I wouldn't

15

limit it to that.

if you will, a reserve, such as the fund
That 5 to 10

16

When you look back in the past ten years of

17

our fund balance history, like I believe that like

18

ten years ago we use to average about maybe 20

19

million to 28 million in fund balances, and just in

20

the recent years that the fund balances actually

21

fell below like 12,000, and this past year it was at

22

8,000 -- 8 million,

23

very low.

I'm sorry.

And I think that's

24

This past year when we did the bond rating

25

presentation to the bond rating agencies, they --

RALPH ROSENBERG COURT REPORTERS, INC.
(808)

524-2090

BF 9/16/03

89

1

they took notice of the 8 million that we were

2

projecting and they said that, well, as long as this

3

county is -- is aware that it's at 8 that we should

4

be doing things that should strengthen that and to

5

build it, then they would have a lot more confidence

6

in the management and the Council of the County.

7

that's what we're doing, and I believe that the

8

Council is

9

as the fund balance go, that it's very low right

do~ng

that too.

So I think that as far

10

now, but I think we are doing things that will

11

strengthen it.

12

CHAIR HOKAMA:

So

And I would agree with you, Mr. Fujita,

13

that in the past we did have higher unreserved cash

14

fund balances, but I think to be honest with

15

everyone, I've always asked all of you to look at

16

the big picture, and so you need to look at that as

17

well as how we have changed the picture of our

18

indebtedness.

19

to show a lot of money in cash, but if you've

20

charged off and borrowed a hell off your credit

21

card, which we did -- this year we put up $32

22

million of General Fund cash for debt service

23

Of course the simplistic mentality is if you had no

24

debt, we would have had $32 million cash on

25

unrestricted funds, and that would be part of our

And I've always told you it's great
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1

carryover savings, in the simplistic waYI and we all

2

know it's not that simple.

3

say, view everything and not just look at only one

4

component of fund balances.

But we need

I would

tOI

The other thing I would like to -- in

5

6

closing

7

both in the right area.

8

be liquid.

9

flexibility to address unbudgeted or unplanned

l

though

I

I thank Mr. Fujita.

I think we're

We both want the County to

We both want the County to have

10

requirements that we've had the ability to respond

11

positively in the past.

12

couple of things that I need to run past you

13

gentlemen before the end of this meeting.

14

Let me just finish up a

On Mr. Yamane's report to us, you list the

15

Waiale Rental Housing receivable, and I would agree

16

with your comments on page 2.

17

have that letter.

18

letter

19

under A, which is the Waiale program, under

20

recommendations he has listed that he recommends

21

that the County obtain a commitment in writing from

22

MECC for repayment of this balance and that we

23

should consider writing off this balance.

24

he states the 2001 status and then the 2002.

25

I

Members.

I don't know if you

It's what we call the management
On page 2 Mr. Yamane had put down

Mr. Yamane, I cannot recall

l

And then

so can you share
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1

with this Committee what action did Council take

2

that approved an uncollectible account and that the

3

balance. should be written off?

4

will not speak for Mr. Nishiki's term as Chairman,

5

but in my years as this Committee's Chairman I have

6

not

7

consider such a request.

8
9

10

11
12

MR. YAMANE:

Because I don't

I

I cannot recall asking this Committee to

Mr. Chair, offhand I don't recall the

specific action that was taken.

That is something

that I will have to research into our files.
CHAIR HOKAMA:

Okay, thank you.
And, Staff, let us follow up, for

13

Mr. Yamane's records, als9 a written request from

14

this Committee.

15

Because I -- I'm like you, Mr. Yamane.

What

16

you stated is what I had anticipated, and with

17

Mr. Lo as the former Finance Director, and

18

Mr. Ridings, who was in charge of that organization

19

at the time, my understanding from listening to

20

their comments to me was that there would be a good

21

faith effort, one, that the County would request

22

repayment, and two, MECC would give their best

23

efforts to meet a repayment program and that if and

24

when there comes a time when the Council is

25

satisfied of those efforts, that we would then maybe
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1

consider writing it off.

2

something that we didn't request them formally to

3

repay, and that is one of the reasons why in another

4

part of the reports you see a comment about the

5

interim financing balances.

6

revolving funds for programs that maybe we should

7

have done in another manner, but this is one of the

8

reasons we have this comment from Mr. Yamane

9

regarding this particular organization and that

10

I would hate to write off

You know, we've used

particular program.

11

Anyone else has anything under that portion

12

of the Waiale Housing Program?

13

workmen's comp, my question to our people here this

14

morning is, Mr. Fujita, on Mr. Yamane's page 3, his

15

recommendation is that we develop an in-house risk

16

management database or evaluate an implementation of

17

a new system regarding workmen's comp liability.

18

you have any comments for us this morning regarding

19

this particular area of Mr. Yamane's report?

20

MR. FUJITA:

Thank you, Mr. Chairman.

If not, under

Do

Right now I think

21

that we are using a consultant that is the processor

22

for the workers' compensation claims, John Mullen,

23

and they provide us with reports on the status and

24

the claims.

25

good -- on a control as far as the database

I believe that their report is a
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1

information, and I believe Mr. Yamane's intent was

2

that we need a stable database that has completeness

3

controls and accuracy controls, and this system that

4

we are using right now I believe that serves that

5

purpose.

6

CHAIR HOKAMA:

Okay, Mr. Yamane, any other comments we

7

need to be aware of to make,better decisions

8

regarding this program area?

9
10

MR. YAMANE:

No, none at this time.

CHAIR HOKAMA:

OkaYr

SOr

Mr. Fujita r people like

11

Mr. Gates r Gary Gates r I believe was introduced as

12

one of our new

13

COUNCILMEMBER KANE:

14

CHAIR HOKAMA:

He's the risk manager.

-- risk manager r it is then our

15

understanding that he will continue to use John

16

Mullens & Company as the third party and that they

17

will continue to do the work they have provided the

18

County in the past?

19

MR. FUJITA:

That's correct.

I think that John Mullen

20

right now is -- is still continuing on their

21

contract.

22

management has been short staffed r actually.

23

remember about six years ago we used to have a

24

safety committee that was comprised of -- of these

25

representatives from all the departments, and we

These past few years r this area of risk
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1

used to meet at least once a month, and the major

2

claims used to be analyzed and we used to look at

3

the causes for the accidents and what should be

4

implemented for us to prevent these things from

5

occurring.

6

and I think for one of the reasons is that we didn't

7

have the right staff.

8

hoping that the safety committee can start meeting

9

again, the policies get all built up, and this

And we stopped having these meetings,

And now that we do, we're

10

particular area of risk

11

has a lot of potential for savings for our cash,

12

because we have a lot of losses not only in workers'

13

comp but also in auto and in general liability.

14

there's just one large claim

15

I'm saying like maybe a quarter million dollar

16

claim -- if we can just save that one, it makes a

17

whole lot of sense for us to spend this

18

like Gary Gates in this activity.

19

CHAIR HOKAMA:

Okay.

risk management I think

If

and a large claim

~-

the cost

I would -- I thank you for your

20

comments.

I would say that half of the members can

21

recall five years ago we had maybe, what, 600

22

workmen comp claims outstanding.

23

people's efforts, you know, we've brought that quite

24

a bit down, as you can see through our -- when we go

25

through budget review.

And with a lot of

But I still think as,
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1

Mr. Fujita, that you mention, I think there's still

2

room for improvements.

3

build up morale of our employees is knowing that the

4

employer, this County, responds in a very timely

5

manner to resolve their claims and that we treat our

6

employees very fairly and equitably in having

7

outstanding claims of years and years does not give

8

an employee much faith in their employer that we're

9

taking their safety and their work conditions

And, one, if anything can

10

seriously.

So I -- I thank you for your comments,

11

because I believe this Committee's in similar

12

direction to -- for those improvements, and I think

13

we've invested the resources for those improvements.

14

COUNCILMEMBER KANE:

15

CHAIR HOKAMA:

16

COUNCILMEMBER KANE:

17

Mr. Chair.

Yes, Mr. Kane.
Just one clarification on the

comments by Mr. Fujita.
Mr. Fujita, you talked about a committee that

18

19

was put together and it was running six years ago

20

and then you mention that that Committee ceased to

21

exist at a point in time.

22

that committee cease to exist?

23

years ago, five years ago?

24

CHAIR HOKAMA:

25

MR. FUJITA:

When was that?
About when?

Mr. Fujita.
I was trying to remember exactly.
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1

COUNCILMEMBER KANE:

2

MR. FUJITA:

3

COUNCILMEMBER KANE:

4

5
6

7

Just ballpark, I mean

I think about six years ago.
That's when it started to - - that's

when it ended?
MR. FUJITA:

I think what happened is we lost our risk

manager and it stopped.
COUNCILMEMBER KANE:

Yeah, okay.

Yeah, because I recall,

8

just like you, Mr. Chair, I mean when we came in our

9

term in '99, January 2 of '99, and with Committee of

10

the Whole, what we saw, the backlog of what you

11

mentioned earlier, and so we made it a priority to

12

work through those things and get it down.

13

again, agreeing with that -- your comments that

14

we're going to continue to strive to get that thing

15

worked out, but we came in it was

16

terrible.

17

CHAIR HOKAMA:

18

COUNCILMEMBER KANE:

And,

it was

It was unbelievable.
It was terrible, so I'm just trying

19

to coincide that with a group that Mr. Fujita is

20

talking about.

21

before we got in.

22

CHAIR HOKAMA:

Because six years ago, that was

In a nutshell, for the newer members, we --

23

Mr. Fujita was accurate in that risk management had

24

great turnovers between the risk manager and the

25

assistant or deputy risk manager, and then the
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1

approach to workmen's comp claims was done in a way

2

that it kept building the total case load, and then

3

of course we had changes and it -- maybe one year we

4

had two or three different people saying they're

5

representing risk management for the County, and

6

then finally went to John Mullens & Company and it's

7

been quite a journey, if I can describe i t that way.
My last question for the Department is since

8
9

I've heard your comments regarding GASB-34 and I'm

10

in agreement of where we basically are in status,

11

then Ms. Tavares' comment made me think, can the

12

Depa.rtment now, then, generate quarterly reports

13

faster because of the improvements in the reporting

14

formats that we've already done forGASB-34?

15

Mr. Yoshimi or Mr. Fujita.

16

MR. YOSHIMI:

Either

Mr. Chairman, it's -- with the change over

17

in staff, we had gotten training from our software

18

vendor to generate the reports internally through

19

the system, through this powerful report writer

20

called Click, Drive & Drill, and that's helping our

21

auditors too in even auditing the financials.

22

can drill down to the actual transactions.

23

guess to answer your question, yes, we have

24

through the use of generating and producing these

25

reports directly from the system, we have made major
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roadways into getting more timely financials.
COUNCILMEMBER HOKAMA:

I think that's -- that would be a

3

big benefit for us, Mr. Yoshimi, because I agree

4

with Ms. Tavares, the sooner we get a report with

5

accurate status, the sooner this Committee and the

6

Council can make appropriate adjustments if need be,

7

but we need to get that information out.

8

just request that, since, again, I'm quite pleased

9

with the status of where we are with the GASB-34

10

And so I

parameters.
Is there anything else, Members, you have for

11

12

the Department or Mr. Yamane as it regards to the

13

Comprehensive Annual Financial Report for the year

14

ending June 30th, 2002?

Seeing none.

15

Any other comments, Mr. Yamane or Mr. Fujita?

16

Okay.

Then it is the Chair's recommendation,

17

Members, to file the communication and all attached

18

documents regarding this item.

19

VICE-CHAIR NISHIKI:

So moved.

20

COUNCILMEMBER MOLINA:

21

CHAIR HOKAMA:

Second.

I have a motion by Mr. Nishiki, seconded by

22

Mr. Molina.

23

favor, say "aye."

Any discussion?

24

COUNCIL MEMBERS VOICED AYE.

25

CHAIR HOKAMA:

Seeing none,all in

Opposed say "no."
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1

2
3

Councilmembers Carroll, Kane,
Mateo, Molina, Pontanilla, Tavares,
Vice-Chair Nishiki and Chair Hokama.
None.
·None.
None.
Councilmember Johnson.

VOTE: AYES:

4
5
6

7

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

8

ACTION:

9

CHAIR HOKAMA:

10

ITEM NO.9:

Recommending FILING of communication.

Motion is carried.

Thank you.

FEDERAL SINGLE AUDIT REPORT FOR THE FISCAL
YEAR ENDED JUNE 30, 2003 (C.C. No. 03-87)

11

12

Last item quicklYI Members

CHAIR HOKAMA:

is Item 9

1

1

the

13

Federal Single Audit Report for the year ended June

14

30th l

2002.
Mr. Yamane 1 any comments on this item?

15
16

MR. YAMANE:

I'll just make brief comments.

The reports

17

are pretty comparable to prior years.

18

that we already reviewed in the management letter

19

that were identified as reportable conditions also

20

appear in this single audit report

21

thing to

22

schedule of expenditures of Federal awards

23

the past fiscal year the expenditures were about $23

24

million

25

starting on page 141 and it segregates it within the

l

1

The comments

and the only

I'd like to point out is looking at the
1

during

and that's detailed on the back schedules

RALPH ROSENBERG COURT REPORTERS
(808) 524-2090

1

INC.

100

BF 9/16/03

1

various departments which the County receives

2

funding from.

3

CHAIR HOKAMA:

4

MR. FUJITA:

5

CHAIR HOKAMA:

Okay.

Mr. Fujita r any comments?

No comments.
Okay.

Thank you.

QuicklYr Mr. -- Members r first of

6

allr let me share that you did receive communication

7

from Ms. Agnes Hayashi r our CDBG Community

8

Development Block Grant Administrator who is

9

unavailable today.

She is attending a very

10

important meeting in Oahu -- on Oahu r and therefore r

11

she did inform your Chairman of her absence.
Mr. Fujita r you have any commends under

12

Are-CDBG r

13

page 5 r Department of Housing and Urban Development r

14

any comments regarding the CDBG program?

15

MR. FUJITA:

16

CHAIR HOKAMA:

17

No comments r Mr. Chair.
OkaYr Mr. Yamane r anything on the CDBG you

have besides what you transmitted to us?

18

MR. YAMANE:

Nothing furt·her r Mr. Chair.

19

CHAIR HOKAMA:

20

COUNCILMEMBER TAVARES:

Members.

Ms. Tavares.
I have a question.

When you were

21

doing the CDBG block grant

22

awards r you said you examined five of the 20.

23

don't -- you didn't examine all 20.

24

five like as a sample and found three were deficient

25

or did you do all of them?

I mean the grant
You

You just did
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MR. YAMANE:

I believe we did just five of the 20

2

subrecipients, correct.

3

subrecipients.

4

COUNCILMEMBER TAVARES:

5

CHAIR HOKAMA:

6

We didn't lOok at all 20

Okay, thank you.

Okay, Mr. Pontanilla, any questions for the

single --

7

COUNCILMEMBER PONTANILLA:

8

CHAIR HOKAMA:

9

VICE-CHAIR NISHIKI:

No.

Mr. Nishiki?

10

CHAIR HOKAMA:

11

COUNCILMEMBER MOLINA:

No.

Mr. Mol ina?
Just one question.

Did we receive

12

any penalties for the concerns regarding CDBG, I

13

guess those six recipients that were still not in

14

compliance?

15
16
17
18
19

20
21
22

CHAIR HOKAMA:

Mr. Molina?
COUNCILMEMBER MOLINA:

I know Ms. Hayashi's not here, so I

don't know if you can
CHAIR HOKAMA:

Yeah, that's why I'm asking the Finance

Department if they have any comments.
MR. FUJITA:

I don't know of any penalties.

I don1t know

if Ty Yoshimi knows of any penalties.

23

MR. YOSHIMI:

24

CHAIR HOKAMA:

25

Mr. Fdjita, you have any comments to

No.
Normally the Feds will either, one,

decrease your funding for the following year or
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they'll fund you at zero.

2

penalty, you do not get Federal monies.

3

COUNCILMEMBER MOLINA:

4

CHAIR HOKAMA:

5

COUNCILMEMBER MATEO:

6

CHAIR HOKAMA:

I mean, that's the

Thank you.

Mr. Mateo?
No.

Mr. Kane?

Mr. Carroll?

Any other

7

questions regarding the Federal Single Audit Report?

8

That was basically the Chair's only area.
Staff, is there anything I forgot that I

9

10

had -- we had discussed?
Okay, any closing comments, Mr. Yamane or

11

12

Mr. Fujita?

13

MR. YAMANE:

No.

14

MR. FUJITA:

No, not at this time.

15

CHAIR HOKAMA:

16

Thank you.

Thank you very much, gentlemen.

Mr. Yoshimi, anything?
Okay, Members, if there's no further

17

18

questions, the Chair's recommendation is to file

19

County Communication 03-160 and all attached

20

documents.

21

VICE-CHAIR NISHIKI:

So moved.

22

COUNCILMEMBER MOLINA:

23

CHAIR HOKAMA:

Second.

Motion from Mr. Nishiki.

24

Mr. Molina.

25

in favor, say "aye."

Discussion, Members?

Seconded by
Seeing none, all
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1

COUNCIL MEMBERS VOICED AYE.

2

CHAIR HOKAMA:

3

VOTE: AYES:

Opposed say "no."
Councilmembers Carroll, Kane, Mateo,
Molina, Pontanilla, Tavares, Vice-Chair
Nishiki and Chair Hokama.
None.
None.
None.
Councilmember Johnson.

4
5
6
7

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

8

ACTION:

9

CHAIR HOKAMA:

10

Recommending FILING of communication.

Motion is carried.

Members.

11

We have nothing further on the agenda.

Thank you, Mr. Fujita, Mr. Yoshimi,

12

Mr. Yamane and your firm.

13

adjourned.

14

Thank you very much,

ADJOURN:

This meeting is

(Gavel) .

12: 00 p.m.

15
16

17
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19
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6
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-7

for the State of Hawaii, hereby certify that the

8

proceedings were taken down by me in machine shorthand and

9

was thereafter reduced to typewritten form under my

10

supervision; that the foregoing represents to the best of

11

my ability, a true and correct transcript of the

12

proceedings had in the foregoing matter.

13
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14
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15
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