MINUTES
FINANCE COMMITTEE MEETING
April 23, 2025
(continued from April 21, 2025)

The Finance Committee of the Board of Water Supply, County of Kauai reconvened its meeting on
Wednesday, April 23, 2025 at 1:01 p.m. Quorum was achieved with 2 members present.

COMMITTEE MEMBERS EXCUSED
Tom Shigemoto, Acting Chair Ka‘aina Hull
Micah Finnila

PUBLIC TESTIMONY
The department received no public testimony prior to the meeting, and there were no registered
speakers.

NEW BUSINESS:
1. Manager’s Report No. 25-28 Discussion and Possible Action on the Department of Water
(DOW) DRAFT Proposed Operating and Capital Budgets for FY 2025-2026

Page 21 — FY 2026 Fund Balance Projections

Waterworks Controller Renee Yadao noted that first column, Water Utility General Fund, is
fluid and represents the cash and investment balances as well as current encumbrances for
contracts under appeals that we have committed. This number will change to include additional
purchase orders and contracts we have been encumbering that are not represented here, as well as
current bank statement balances for our cash accounts, and investments. The $22 million that is
projected will change in a future draft which will be discussed at a future meeting.

What has evolved since the last meeting is that bargaining unit agreement raises are currently
being adopted for UPW and HGEA; currently, we do not know the exact amount or percentage
of those raises. For the purposes of the FY26 budget, an average percentage of 3% across the
board will be used and will also need to be updated for any step movements; this will also affect
the FICA taxes, ERS, and other salary related line items. These changes will also be discussed at
a future meeting.

Committee member Tom Shigemoto asked if these collective bargaining raises have already
been accounted for in the $22 million estimated available balance to which Ms. Yadao stated no,
not yet as we only found out about the raises two days ago. This Draft budget was published
before they were aware of those raises.

Ms. Yadao explained that the increases will be offset with encumbrances that are being closed
out, and older balances on existing purchases are being cancelled. However, we are also
encumbering new contracts so there will likely be an over all increase to our deficit number, but
further cuts will be made as necessary. Manager Joe Tait clarified that before the board takes
action on the budget, any adjustments will be made to the budget packet for the board to review.
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Committee member Micah Finnila asked how many employees are under the collective
bargaining to which Ms. Yadao stated there are a total of 119 positions of which 99 are filled, but
that also includes the Manager and Deputy positions.

Manager Tait noted that in addition to the increases for the collective bargaining agreements,
adjustments to the draft budget will also be made along the way based on project payouts and

encumbrances that are burned down between now and when the full budget is presented to the
board.

Mr. Shigemoto stated for clarification that discussion has been had with all the division heads to
go over their proposed budgets to bring it down to the bare bones, so what is being presented is
what is needed for the Department to operate in the next fiscal year. He then asked based on
current staffing and where we are with our revenues, what level of service can we anticipate? Is
it 100%, or are we operating at 80% not being fully staffed? Is there an indication of where we
are currently? Ms. Yadao stated she can only speak for Billing, noting they continue to operate
at 100% because at the end of the day they need to service the customers. She believes the same
can be said for Operations and Engineering. It’s all hands on deck, roll up your sleeves and do
your job. Yes, there are positions currently vacant within each division, but they continue to
work toward meeting their goals. Ms. Yadao does not believe work is not getting done, but she
believes there are a lot more hours being required by the employees each day. Mr. Tait stated
that there are two things at play when there is a staffing shortage — one is overtime because we
want to achieve 100% of what we can do. It’s a bit different for Engineering in that if we can’t
financially fund all those capital projects, some of those contracts may have to be stalled, cut or
delayed. So you may not see the level of involvement simply because we don’t have the funding
to work on the projects, and not because they don’t want to do the work. We may not be able to
maintain the same burn rate as we would fully funded.

Mr. Shigemoto asked how many vacant positions are being budgeted for in the next fiscal year,
not just in Operations, but department-wide. Chief of Operations Ryan Smite stated Operations
has nine vacant, and of those nine, one is dollar funded. Mr. Shigemoto asked if he hopes to fill
at least half of those vacancies to which Mr. Smith replied the hope is to fill them all, but
realistically it will likely be about three-quarters. Mr. Tait stated that Operations staff are usually
set at lower salaries than Engineering staff, and it’s a tougher hire for the more senior, higher-
level engineers. Engineering Division Head Jason Kagimoto stated that their division has 6
vacancies, and ideally they would like to fill them all, but given our current situation, they are
trying to find a balance. They are dollar funding 1 position, nine-month funding another
position, and 6-month funding another position; three positions are not fully funded.

Mr. Shigemoto stated that where he is going with his line of questioning is figuring out how to
address our $7.5 million deficit, noting that cutting travel and supplies won’t do it. They have to
try and find big numbers, big amounts to slowly whittle away at this deficit. Revisiting his
earlier question, Mr. Shigemoto asked at what level can the department continue operating
without staffing. Mr. Tait stated what suffers is the preventative maintenance because it leaves
less people in Operations to address those emergencies, and they always have to address
emergencies; there’s no choice. Unfortunately, that cuts into the regularly scheduled
preventative maintenance work.
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In response to Mr. Shigemoto’s question on other ways to bring in revenue, Mr. Tait stated the
department is in a timing gap where we are unsure of what’s coming from Federal or State in
terms of funding, and won’t know until the next Finance Committee meeting. Two weeks from
now we may have a better understanding of what’s coming, but as of today we can’t say for sure.

Mr. Shigemoto asked how much we have in our Reserve Account. Ms. Yadao explained the
reserve is 30% of our prior year’s operating revenue and is currently at $8.7 million. That is not
being considered in the budget as it is money that is set aside, but we are not using it to offset
anything. Mr. Shigemoto asked if we are using our reserve fund for our department operations to
which Ms. Yadao stated no, noting that this would not be deemed as an emergency situation to
warrant using the reserve fund. On the other side, if we were to use it, how do we replenish it;
however, the reserve fund is meant for an urgent or catastrophic situation that we did not plan
for. In response to Mr. Shigemoto, Ms. Yadao explained the reserve fund does not get added to
each year, it remains at 30% every year. She added that 30% is a conservative number and she
feels if we can move forward with increasing our rates and changing our financial policies, we
could see our reserve build.

Ms. Yadao stated she feels the standard process for the department going forward will be
determining what is essential and needed to maintain operations; what is the need to have versus
the nice to have. Mr. Shigemoto asked in looking back several years, was there ever a year that
we had to tap into the reserve fund. He noted that he is aware we were sued a couple of times
and assumes that is where the money for those settlements comes from. Ms. Yadao stated that
since she has been on board, that money came from our insurance out of our operating budget.
Looking at budget documents from before her time at Water, Ms. Yadao stated the reserve was
not used. She added that what she did see in previous budgets is that revenues were overstated
or projected which made it unclear to the board what the true financial picture was.

Ms. Finnila asked now that we are aware of our deficit, will Fiscal, as the subject matter experts,
be presenting the committee with proposals on how to move forward? Or will this be a process
of the committee and the department working as a team to come up with proposals? Ms. Yadao
stated this is a new format which shows our deficit. As a department, the only proposal we have
is to do something with our rates. We can cut back expenses as much as possible, but we cannot
forego certain ones. We can cut more, but it’s not going to make a huge difference because the
majority of our expenses are for employees and fringe, which goes in line with the collective
bargaining. If we continue without generating more revenues, we’re always going to have this

gap.

Ms. Finnila asked to clarify that the purpose of this committee is for them to come up with ways
to offset the deficit, and the only proposal on the table currently is the potential rate increases,
and potentially the FRC. She further asked if those are the only 2 areas that we are to focus on or
are we supposed to think outside the box for other revenue streams as Chair mentioned? Ms.
Yadao stated that we can no longer guarantee Federal dollars, though we have been lucky to
receive State funding in the form of loans and grants. However, those appropriations come with
a matching from the department. Those amounts would have to be offset against what we
currently have available outside of our revenues from our cash and investment lines. Mr. Tait
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added that it rarely happens, but there are direct appropriations from Congress that do not
involve matching. He added that the Deputy Manager has spent a lot of time with State
legislators, but most of the money does require a match. We haven’t made any serious effort for
Federal money which is why the Manager has been making trips t the East Coast to make
DOW?’s presence known and get the ball rolling.

Ms. Finnila asked from this process, what is the date we are supposed to have a balanced budget?
Ms. Yadao stated the department is currently balancing the budget by utilizing the available fund
balance, which is the $14 million. When the current numbers were looked at and what could
further be cut, we would still need to balance the budget with the fund balance. Mr. Tait stated
the bottom line is the only way to have a zero-sum budget is to slash projects down to zero.

What we’re seeing today is a direct result of many years of no rate increases. Whatever the
result of the rate and FRC decisions are, it cannot be a one-time investment, it has to be a year
over year small step grade so the Fiscal division can anticipate a strategy for the following year.

Mr. Shigemoto stated that when Ernie Lau was manager, he set up the tiered rate system which is
predicated upon less water usage. He asked if we could encourage people to use more, even
though it may deplete our resources. It may be a questionable idea, but at least we’ll be getting
more revenue. Maybe we have to reduce the tiers to three instead of five. Ms. Yadao noted that
those conversations did happen where they talked about dollar funding all positions, but the
result would be further diminishing our staff resources and set us back even more. Yes, we can
cut some positions or shorten the onboarding period, but we currently have a certain number of
employees at this department that manages the entire island’s water systems. Water is essential,
bottom line, which most people take for granted until it isn’t there. We’re responding to
emergencies but are having difficulty doing the preventative maintenance without the necessary
staff and resources. This is crucial for our customers to understand when we have discussions
about rate increases.

Mr. Shigemoto stated he is not expecting the department to cut travel, supplies, or even overtime
as long as everyone in the department is reasonable. He’s looking for big cost items that can
provide a substantial reduction. Mr. Tait stated doing the metrics, we have 1 employee for every
247 customers, so we need more people. Engineering especially needs to continue to grow their
external support because we lack the experienced people to do it. That combined with the time it
will take for rate increases to take effect, and no federal funding pursued, this year was a perfect
storm of challenges. The easiest solution would be to get an influx of Federal monies to tide us
over until the rate increases and FRC’s kick in.

Mr. Shigemoto encouraged the team to see what we can do and do the best we can in finding
where we can cut without losing the service we’re providing and go from there. He hopes the
board can come to an agreement regarding the proposed rate increases.

Ms. Finnila stated that once we start discussing rate increases, it will be a big PR issue and its
important how its presented to the public. The message is very transparent that its been over 10
years since we’ve had any rate increases, so hopefully conveying that to the public will make it
an easier pill to swallow. The messaging will be important, but she feels rate increases definitely
need to happen to better balance the budget.
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Mr. Shigemoto reiterated Mr. Tait’s point that we can’t tamper with the staffing model anymore
as it’s already very thin; all of the employees are needed. Ms. Finnila stated she does not want to
see the staff burn out, noting that everyone is doing such a fantastic job and offered her support
in any way she can be of help.

Mr. Shigemoto noted that he does not know when our rules were last amended but asked if there
is anything in the rules that can help lessen the burden on the department and help reduce some
of the time costs involved in doing some of the work. Is there anything currently in our rules and
regulations that cost staff more time to process, review analyze or inspect? Can anything in the
rules be amended to help alleviate some of that burden? Mr. Kagimoto stated they can evaluate
their internal process to see if there are ways to make the process more efficient and shorten the
timeline so that a customer can get online sooner, which will bring in revenue quicker. Mr.
Shigemoto stated for clarification that he is not suggesting any rule changes, but changes to the
way the rules are enforced to try and speed things up while still following procedure. Mr. Tait
stated that when he came on board three years ago, the average time for project turnaround in
Engineering was between 60 and 90 days. Now, with different people in different positions that
number is now somewhere between 20 and 30 days. So there has been a giant process leap
where they have sped up their process to the bare bones, and many times, the customer is not
ready. Mr. Kagimoto explained that one of the things they have done is to create a flow chart
that identifies the steps to guide people through the process, but he acknowledged that they could
be more proactive in trying to get tools like that out for public use. One of the other challenges
is that the owners may not know the timeline for certain requirements; some may be a simple as
submitting a form, and some may be a six-month process. So, another thing they could do is be
more proactive in terms of giving them a heads up on things that will have a longer lead time so
they can schedule things out better. He added that there are always improvements they can look
at to make things easier for the customer, but at the end of the day it also helps the department to
get more revenue because we’ll get them online faster. Mr. Kagimoto stated one of the other
things in terms of cash flow for CIP projects is the Deputy Manager’s efforts to get State
appropriations. We were able to identify at least 3 different projects within this current fiscal
year and FY26 that we wouldn’t spend more than the State appropriation, so we wouldn’t be
spending out of our Water Utility Fund for those projects; those projects will continue to move
forward because the State appropriation would be paying for whatever expenses anticipated for
next year.

RECESS
The meeting recessed at 1:52 p.m.

Respectfully submitted,

Cherisse Zaima
Commission Support Clerk
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