












Ms. Nakabayashi concluded the presentation with an Operating Fund Budget Summary for Fiscal 
Year 2022, stating that the BWS is faced with 1) decreased resources - even with the projected 
increases in revenues, the projected carryforward or beginning fund balance continues to decline, 
leaving less resources from which to establish the Operating and CIP Budgets; and 2) increased 
expenditures, consistent with the Updated Long Range Financial Plan and Water Master Plan; 
resulting in; 3) a reduced fund balance - as the BWS prepares to enter into a new rate study, the 
BWS has right-sized the Operating Budget to align with the LRFP. 

Chair Andaya asked the Board Members if there were any questions for Ms. Nakabayashi. 

Board Member Na'alehu Anthony inquired what do other revenues consist of. 

Ms. Nakabayashi responded that other revenues consist mainly of interest income and revenues 
from Ocean Cooling, which are the air conditioning services provided to JABSOM (University of 
Hawaii - John A Burns School of Medicine). Other revenues also consist of smaller amounts 
attributable to water service installations and materials and private fire protection. 

Manager Lau mentioned that revenue from cellular companies located on the BWS facilities is 
also part of other revenues. 

Chair Andaya asked for clarification on slide 9, in which the actual ending balance in Fiscal Year 
2020 was $32.8 million, and in Fiscal Year 2021, the beginning balance was $47.0 million. He 
questioned if this was due to the project that was not encumbered in Fiscal Year 2020. 

Ms. Nakabayashi replied the difference between the Fiscal Year 2020 actual ending balance and 
the Fiscal Year 2021 beginning balance was due to an adjustment made so the BWS could align 
the budgets more closely with the methodology used in our Long Range Financial Plan to 
calculate working capital. She explained that the $32.8 million represents the Operating Fund 
Balance which is calculated using Fund Accounting methods. The amount was adjusted with the 
same methodology used in the LRFP in calculating Working Capital; which led to a revised 
beginning balance of $47.0 million for Fiscal Year 2021. The Operating Fund Budgets were 
designed to monitor align with our working capital targets. 

Chair Andaya requested to be reminded of the financial policy on the BWS working capital goal. 

Manager Lau responded that the BWS financial policy for working capital goal is to never fall 
below 60 working days. 

Chair Andaya inquired if the Fiscal Year 2021 estimated actual ending balance of $39. 8 million 
represents this fiscal year's policy of 103 days of working capital. 

Ms. Nakabayashi responded the 103 days of working capital was calculated from the Fiscal Year 
2020 audited financial statements. She stated that Fiscal Year 2021 has not been completed, 
and thus audited financial statements have not yet been produced. Therefore, the actual 
unencumbered working capital cash balance for Fiscal Year 2021 will be calculated at the end of 
the fiscal year. Ms. Nakabayashi explained the 103 working capital days, as calculated based on 
the audited financial statements, were considered in the budget planning for Fiscal Year 2022. 
The Finance Division adjusted the Actual ending Operating Fund balance, providing a revised 
fund beginning balance for the next fiscal year. This adjustment, aligned with the LRFP, allows 
the BWS to formulate future year budgets that will bring the 103 days of working capital closer to 
the 60 days minimum as the new rate-setting study approaches. 
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Manager Lau added the BWS is trying to carry over smaller amounts. Therefore, the BWS 
moved additional Operating Fund monies into the CIP. 

Chair Andaya stated he sees the decrease from Fiscal Year 2021 to Fiscal Year 2022 but asked 
at 103 days of working capital what is that figure. 

Ms. Nakabayashi replied at the end of Fiscal Year 2020, the adjusted fund balance was at $47.0 
million, which equated to 103 days of working capital, so each day of operations is approximately 
$460,000 a day. 

Manager Lau replied that to have 60 days of working capital, the estimated amount would be $29 
million. 

Chair Andaya stated his understanding, to meet the goal of never having less than 60 days of 
working capital, as defined by our financial policy, the ending fund balance total must be brought 
down to about $29 million, which is based on operating costs of $460,000 per day. 

Manager Lau stated the BWS is working to bring down the 103 days of working capital to the 
minimum of 60 days of working capital in preparation for the upcoming rate study and to be 
cognizant of the current economic conditions our customers are facing. 

Chair Andaya explained to the Board Members that based on prior discussions, the BWS is 
working on lowering the surplus fund balance at the end of each fiscal year while still adhering to 
the adopted financial policy of never having less than 60 days of working capital but trying to 
target 180 days in case of an emergency or disaster. 

Since there were no further questions on the Operating budget, Manager Lau introduced Mr. 
Jason Takaki, Program Administrator, Capital Projects Division, to share the proposed Fiscal 
Year 2022 CIP. 

Mr. Takaki began by stating the annual CIP is our commitment to the future of the water system. 
The annual program is compiled by the Capital Projects Division, including projects from all 
Divisions and staff offices. The proposed CIP budget supports the Departments' vision and 
mission and is aligned with the Water Master Plan (WMP), Strategic Plan, the Divisions goals and 
objectives in support of these plans, and the 6-year CIP. 

Mr. Takaki stated the CIP carefully balances the needs of the systems in providing reliable water 
service with cost-effective management of assets and funding. The CIP is comprised of three 
project categories: Research and Development, Renewal and Replacement, and Capacity 
Expansion. 

Mr. Takaki described the different sources of funding that would be used for various projects­
Operating Fund, low-interest loans from the Department of Health (DOH), State Revolving Fund 
(SRF), Special Expendable Fund, and Improvement Fund (bond-funded projects). The proposed 
CIP budget is $179,976,000. 

Mr. Takaki shared the various areas on Oahu where design and construction projects will be 
distributed as the BWS manages an island-wide municipal water system. 

Mr. Takaki continued through the presentation of the CIP, highlighting the different project 
categories and the projects included in each category. 
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Chair Andaya asked the Board Members if there were any questions on the Fiscal Year 2022 
CIP. 

Chair Andaya asked if the Operating Fund is the source of revenue that will fund the CIP budget. 

Mr. Takaki confirmed that a portion of the Operating Fund that Ms. Nakabayashi explained in her 
presentation is a source of revenue that will be used to fund the CIP. 

Chair Andaya also inquired if the Operating Fund SRF is the loans that are granted by the DOH. 

Mr. Takaki responded that the DOH/Environmental Protection Agency (EPA) administers the Safe 
Drinking Water and Clean Water SRF loan program, which are for loans with low interest rates. 
The BWS uses these loans to fund the CIP. However, the BWS uses the Operating Fund money 
up-front to pay in advance for projects, then get reimbursed by the DOH. 

Manager Lau also replied that the BWS uses the Operating Funds to pay the bill then submits it 
to the State for reimbursement. 

Chair Anadaya then asked Mr. Takaki to explain Special Expendable Fund. 

Mr. Takaki explained the Special Expendable Fund is from collections of Water System Facility 
Charges. As an example, Mr. Takaki stated if there is a new development or an increased need 
for the water system, people will pay water system facility charges. Any money collected would 
be used to fund projects that contribute to the systems expansion. 

Chair Andaya asked to confirm the Special Expendable Fund funds the amount listed under 
Capacity Expansion of $18.9 million. 

Mr. Takaki stated that the $18.9 million listed under the Capacity Expansion is funded by the 
Special Expendable Fund. 

Chair Andaya then inquired about the Improvement Funds. 

Mr. Takaki responded that the Improvement Funds are the bonds issued. 

Chair Andaya asked if the bonds are all applied to the Renewal and Replacement category used 
to reach the BWS's goals of replacing 21 miles of pipeline per year. 

Manager Lau confirmed that the largest category, Renewal and Replacement is funded by the 
bonds issued. 

Chair Andaya asked to explain the expenses starting with the Construction Cost Index category. 

Mr. Takaki replied the Construction Cost Index is a set-aside for bids received that are higher 
than the budgeted amount. This is important in times of market fluctuation when there is 
uncertainty on costs. A current example is the cost of lumber, which has been in the news 
recently. Costs for lumber are rising dramatically and we are unsure of the impact on our 
projects. The BWS will use the Construction Cost Index to cover the increased costs of the bids 
but stay within the total budget. 

Chair Andaya also asked to explain the Contract Adjustment category. 
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Chair Andaya asked the Board Members if there were any further questions; if not, they'd have 
another opportunity at the Public Hearing on Monday, May 24, 2021. He stated he looked 
forward to seeing a few of the Board Member returning to the Board Room to join the meeting. 

MOTION TO 
ADJOURN 

There being no further business Chair Andaya at 2:55 PM called for 
a motion to adjourn the Open Session. Na'alehu Anthony so moved; 
seconded by Jade Butay and unanimously carried. 

THE MINUTES OF THE BUDGET WORKSHOP BOARD 
MEETING HELD ON MAY 10, 2021, WERE APPROVED 
AT THE MAY 24, 2021 BOARD MEETING 

AYE NO COMMENT 

BRYAN P. ANDAYA X 

KAPUA SPROAT X 

RAYC.SOON X 

MAXJ.SWORD X 

NA'ALEHU ANTHONY X 

JADET. BUTAY X 

ROGER BABCOCK, JR. X 

May 10, 2021 

The minutes of the Workshop Meeting 
held on May 10, 2021 are 
respectfully submitted, 

APPROVED: 

------... .. 

BRYAN P. ANDAYA 
Chair of the Board 
MAY 2 4 2021 

Date 
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