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HOUSE BILL NO. 2179
RELATING TO LOWER HAMAKUA DITCH

Chairperson Wooley and Members of the Committee:

Thank you for the opportunity to testify on House Bill No. 2179. The purpose of
this bill is to limit the toll that the Hawaii Department of Agriculture (HDOA) may charge
for water from the Lower Hamakua Ditch. The HDOA provides comments.

The HDOA strives to promote all forms of agriculture in a fair and consistent
manner. At the current rate of fifty cents per thousand gallons of irrigation water
delivered, the Department maintains a very reasonable agricultural water rate. Hawaii
County agricultural water rates are approximately $1 per thousand gallons and other
non-potable irrigation water systems are also within the 50 cents to $2 per thousand
gallon range.

When the legislature transferred the operation and management of State owned
irrigation systems to the Department of Agriculture in 1987, it also created the irrigation
system revolving fund. By doing so, it removed the program expenses from the general
fund and placed them in the new revolving fund. By law, revolving funds are required to
be self-sufficient. The revolving fund encompasses all of the State's irrigation systems
which allows the Department to create a level playing field for all irrigation users



throughout the state, regardless of the size of the system. If this was not done,
agriculture in certain areas would not be possible due to the extremely high cost of
irrigation water.

The Lower Hamakua system does have the potential to deliver significantly more
water than it currently does. We continue to work with farmers and ranchers along the
system to open new acreage. Last year, the Department dedicated $150,000 to
encourage the growth of ranching in the State. This will be done by reimbursing the
approved rancher up to thirty cents per thousand gallons of water delivered, effectively
reducing their water delivery bill by sixty percent. We are currently in the process of
soliciting an entity to manage the program and reviewing the possibility of additional
funding for next fiscal year. We anticipate this program to last between two and five
years dependent on funding. We would request awaiting the results of this program
before moving forward with this bill.

Thank you for the opportunity to testify.
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Chair Wooley, Vice Chair Onishi, and Members of the Committee:

I am Christopher Manfredi, President of the Hawaii Farm Bureau (HFB). Organized
since 1948, the HFB is comprised of 1,832 farm family members statewide, and serves
as Hawaii’s voice of agriculture to protect, advocate and advance the social, economic
and educational interests of our diverse agricultural community.

HFB supports HB 2179, which limits the toll that the Department of Agriculture may
charge for water from Lower Hamakua Ditch.

Farmers and ranchers need not only stability but low cost of inputs to be competitive in
the local and global marketplace. Water represents a major cost for farms and ranches
particularly in times of drought. Defining affordable water rates will help provide this
stability, certainty and competitiveness. Farmers and ranchers often plan crops and
herds years in advance. Providing this cap will help ensure that those plans will be
viable and that the yield will be competitive in the marketplace. This is an important
factor for food security and bolsters the local economy.

We ask you to support HB2179.

Thank you.
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HOUSE COMMITTEE ON AGRICULTURE
Monday, February 10, 2014 — 10:01 a.m. — Room 312

Ulupono Initiative Strongly Supports HB 2179, Relating to Lower Hamakua Ditch

Dear Chair Wooley, Vice Chair Onishi and Members of the Committee:

My name is Kyle Datta and I am general partner of the Ulupono Initiative, a Hawai'i-based impact
investment firm that strives to improve the quality oflife for the people of Hawai'i by working toward
solutions that create more locally grown food, increase renewable energy, and reduce/recycle waste.
Ulupono invests in projects that have the potential to create large-scale, innovative change.

Ulupono strongly supports HB 2179, which caps the water rate charge for the Hamakua ditch system.
The Hamakua ditch system is one of many systems that are operated by the Hawai'i Department of
Agriculture [HDOA). The revenues and costs for all of DOA’s irrigation systems get funneled into one
aggregated fund. For fairness and simplicity reasons, the water rate charge for all DOA’s irrigation systems
is set the same. However, the supply and demand ofwater is very different for each irrigation system. For
example, for the DOA irrigation systems in Molokai and Waimea, there is a shortage of available water
relative to the demand. Yet, in Hamakua, our analysis indicates only ~1% ofthe available water is being
sold with the rest ofthe water unsold and therefore unable to generate income for DOA.

The Hamakua region on the Big Island is also the State's prime livestock region. Through our overall food
analysis, Ulupono identified proteins and dairy as two areas that Hawai'i can grow more ofits own food
but have not been fully successful in doing so for the past few decades. A large challenge for growing
animals is the high cost ofimported feed, which can comprise most of the production cost. The feed and
transportation costs are highly dependent upon fossil fuel prices and are volatile, which leads to greater
uncertainty for our local ranchers and dairymen. Ulupono believes the eventual solution involves grass-
fed operations. However, growing grass requires steady but large amounts ofirrigated water. Since the
Hamakua water rate is set artificially at a statewide level without regard to supply and demand
considerations, we believe the water rate is not maximizing its sales and income stream for DOA.

Ulupono would propose setting the water rate for the Hamakua ditch system no higher than 20 cents per
one thousand gallons. We believe this lowered water rate will incentivize many ranchers to shift their
production to grass fed operations over the next few years. Currently, with cow-calf operations, the only
water being sold in Hamakua is largely being used for drinking and cooling ofthe cattle. Yet, iflocal
ranchers and dairymen are able to economically irrigate their fields, our numbers indicate DOA’s would
generate more revenue than they currently do. We expect at least one ranch to switch over to grass fed
operations if the water rates allowed them to economically do so. This one ranch alone should be able to
purchase enough water to cover DOA’s lost income from lowering the water rate.

Ulupono is working with DOA on helping with a water rate reduction. However, for ranchers, they need at
least five years to shift their herds to a more grass fed operation. By passing this bill, it would reassure
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them today that a sustained reduced water rate would occur. If ranchers do not believe this reduced water
rate will last, they may not make the investment decision to switch to grass fed operations, which will
heavily reduce water purchases and income to DOA.

We believe that working together we can help produce more local food, support an economically strong
homegrown agriculture industry, which strengthens our community with fresh, healthy food. Thank you
for this opportunity to testify.

Respectfully,

Kyle Datta
General Partner

Email: communications@ulupono.com
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HOUSE COMMITTEE ON AGRICULTURE
Monday February 10, 2014 10:01 a.m. Room 312

HB 2179
Limits the toll that the Department of Agriculture may charge for water from Lower Hamakua Ditch.

Chair Wooley, Vice Chair Onishi and Members of the Committee:

My name is Alan Gottlieb, and I am a rancher and the Government Affairs Chairperson of the Hawaii
Cattlemen’s Council. The Hawaii Cattlemen’s Council, Inc. (HCC) is the Statewide umbrella organization
comprised of the five county level Cattlemen’s Associations. Our 130+ member ranchers represent over
60,000 head of beef cows; more than 75% of all the beef cows in the State. Ranchers are the stewards of
approximately 25% of the State’s total land mass.

The Hawaii Cattlemen’s Council supports the intent of HB 2179, but we want to point out that we have been
working with the Hawaii Department of Agriculture for the past year to receive a reduced rate for all fanners
from the Hamakua Ditch.

Hawaii's cattle industry faces a number of challenges, including high fuel and transportation costs, the rising
costs of livestock feed, limited and aging processing facilities, and ongoing drought conditions that disrupt
cattle weight gains and interrupt the marketing of consistent high quality beef. However, the growing
demand by restaurants and local consumers for local grown grass fed beef presents a golden opportunity for
Hawaii beef cattle industry provided conditions in Hawaii are optimal for raising consistent, high quality
grass fed beef

Despite this opportunity, beef cattle producers face production challenges. One of the significant challenges
is finding or producing consistent high quality pasture to get cattle ready for market. Due to inconsistent
rainfall, unavailable irrigation systems, and, in those places where irrigation is available, unaffordable water
rates, getting cattle to optimum weight for slaughter on a grass diet in Hawaii is currently limited to a few
exceptional geographic locations that have year round consistent rainfall. For these reasons currently only ten
per cent of the cattle produced in the State annually is being brought up to optimum weight for slaughter on
grass in the State. Other agricultural commodities face or faced the same limitations due to water shortages,
including sugar cane and vegetable crops. However with irrigation of these lands, high productivity is
achievable. In certain locations throughout the State where irrigation systems developed by the sugar
industry remain in place, the production of high quality grass finished beef can be increased.

Currently, the water rates are set so high that the majority of water from many State water systems is unused
and wasted. The Hamakua District Water system is a prime example, because so much of its water goes
unused. Lowering the cost of water from the Hamakua Water System for pasture irrigation purposes will in
fact raise revenues for the water system and the State by selling water which now goes unused. Such a
measure would encourage ranchers to set up pastures which would have access to the Hamakua Irrigation
system to raise calves which are otherwise now being shipped out of State for finishing on the Mainland.
This would be consistent with your goals for food security, sustainability, and the Governors New Day Plan.

We appreciate this opportunity to provide testimony on this matter.
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From: mailinglist@capito|.hawaii.gov
Sent: Thursday, February 06, 2014 7:07 PM
To: AG Rtestimony
Cc: ica|kins@hawaii.rr.com
Subject: Submitted testimony for HB2179 on Feb 10, 2014 10:01AM
Attachments: .~|0ck.DEMOCRATIC PARTY LINE.0dt#

HB2179
Submitted on: 2/6/2014
Testimony for AGR on Feb 10, 2014 10:01AM in Conference Room 312

Submitted By Organization Testifier Position Present at Hearing
l IRA CALKINS ll Individual ll Support ll No

Comments: IRA CALKINS INNER-GOVERNMENTAL RESEARCH 730 Captain Cook Ave Unit 426
Honolulu, Hawaii 96813-2161 808-4696434 808-3498667 FAX 5454707 Washington D.C. 202-697-
9782 It does not matter what the people think, the Democratic Party has already decided for us on all
bills before the State of Hawaii Legislature . The chairman’s in all committee meetings has a script to
follow that the Speaker of the House, and the Speaker of the Senate has given the Committee Chairs
to follow, to instruct the committee how to vote on a any given bill in all committees of the State of
Hawaii Legislature. It is determined ahead of time by the Democratic Party how a committee will vote
on any given bill in the State of Hawaii Legislature there is no democracy in this state, no will of the
people. It appears the Legislators are being black mailed in to voting the Democratic party line or the
Democratic Party will not support them in there next election. Ira Calkins

Please note that testimony submitted less than 24 hours prior to the hearinq,_improperly identified, or
directed to the incorrect office, may not be posted online or distributed to the committee prior to the
convening of the public hearing.

Do not reply to this email. This inbox is not monitored. For assistance please email
webmaster@capitol.hawaii.gov
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