AUDIT REPORT NO. B7-2
FEBRUARY 1967

MANAGENMENT
AUDIT OF KULA
SANATORIUM

A REPDORT TO THE GOVERNOR AND THE
LEGISLATURE QF THE STATE OF HAWAI|

—

‘A SUBMITTED BY THE LEGISLATIVE AUDITOR OF THE STATE DE HAWALI




THE OFFICE
OF THE LEGISLATIVE AUDITOR

The office of the legislative auditor is a public
agency attached to the Hawaii State legislature. It
is established by Article VI, Section 8, of the
Constitution of the State of Hawaii. The expenses of
the office is Bnanced through appropriations made
by the legislature.

The primaxy function of this office is to strengthen the
legislatare’s eapabilities in making rational decisions
with respect to authorizing public programs, setting
program levels, and establishing fiscal policies

and in conducting an effective review and appraisal
of the performance of public agencies,

The office of the legislative anditor endeavors to
fulfill this responsibility by carrying on the

following activities.

1. Conducting cxaminations and tests of state
agencies’” planning, programming, and budgeting
processes to determine the quality of these
processes and thus the pertinence of the actions
requested of the legislature by these agencies.
Conducting examinations and tests of state
apencies’ implementation processes to determine
w%mthex the laws, policies, and programs of the
State are heing carried out in an effective,
efficient and economical manner.

Conducting systematic and periodic cxaminations
of all financial statements prepared by and for
all state and county agencies to attest to their
substantial accuracy and reliability.

Conducting tests of all internal control systems
of state and local agencies to ensure that such
systems are properly designed to safeguard the
agencies’ assets against loss from waste, fraud,
error, etc,; to ensure the legality, accuracy and .
reliability of the agencies’ Enancial transaction
records and statements; to promote efficient
operations; and to encourage adherence to
preseribed management policies,

Conducting special studies and investigations as
may be directed by the legislature.
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Hawaif’s laws provide the legislative auditor with
broad powers to examine and inspect all books,
records, statements, documents and all financial affairs
of every state and local agency. However, the office
exercises no control functions and is restricted to
reviewing, evaluating, and reporting its findings and
recommendations to the legislature and the governor.
The independent, objective, and impartial manner

in which the legislative auditor is required to conduct
its examinations provides the basis for placing
reliance on its findings and recommendations,

LEGISLATIVE AUDITOR

LEGISLATIVE ALDITOR
IOLANI PALACE
HONOLULU, HAWAY 95813

FOREWORD

This report incorporates our findings and recommendations resulting from our ma'.nage—
ment audit of Kula Sanatorium held during the summer of 1966, The audit was conducted
pursuant o the authority granted to the office of the legislative auditor by article
VI, section 8 of the Constitution of the State of Hawaii and chapter 2, title IIT of
the Revised Laws of Hawaii 1955. This is one of a continuing series of management
audits through which we attempt to assess whether the laws, policies, and programs of
the State are being carried out in an effective, efficient and ecconomical manner.

We have endeavored, in this report, to objectively and candidly present cur views on
the management proklems of Kula Sanatorium and to offer constructive recommendations
for their resolution. Lest our intent be misconstrued, we wich to make clear that we
cffer this report in a positive spirit of rendering assistance to the hospital's man-
agement in its continuing efforts toward management excellence. We axe hopeful,
therefore, that all who are affected by this report receive our comments and recom—
mendations in this light and thus take full advantage of a frank assessment by an
objective and independent agency.

We have included in this repcort problems that seem to be ¢f miner financial conse-
quence when viewed within the context of Kula Sanatorium, They are discussed herein,
however, because they tend to take on major proportions when viewed on a statewide
basis. These discussions, therefore, are preseni:eﬂ for the guidance of not cnly Kula
but for all state and local agencies. In this way, we have hoped to expand the
impact of this audit report beyond the limited confines of a small hospital. Some of

the topics of statewide interest and pertinence are as follows:



Effects of Act 97 contracts of the State's power to administer
contract programs.

Employment status, compensation, employment facters and other
aspects of employment centracts.

State laws and policies affecting employee perquisites.

Allowances for use of personal motor vehicles for official business.
Accounting, reporting, and disposition of miscellaneous-agency
revenues.

Use of public property for private business purposes.

It is our practice to request each of the agerncies affected by our examination to
submit in writing its comments on our findings and recommendations and to indicate
what action it has taken or intends te take therefor. Agency responses resulting

from this audit are appended to this report as "Memoranda of Comments by Affected

Agencies."

We wish to express cour deep appreciation to the many individuals who so generously
lent us their assistance in providing us with background information and in reviewing

Special thanks should be given to the manage-
They were most cooperative in all respects

the preliminary draft of this report.
ment and employees of Kula Sanatorium.
and greatly expedited the conduct of cur examination.

Clinton T. Tanimura
Auditor
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PART |

INTRODUCTION AND BACKGROUND
INFORMATION RELATING TO THE PROGRAMS
AND MANAGEMENT OF KULA SANATORIUM

CHAPTER 1
INTRODUCTION

In January of 1968, the department of
budget and finance of the State of Hawaii
issued a report on its findings and rec-
ommendatiens resulting from its audit
examination of the operations of Kula
Sanatorium. We reviewed that report in
terms of its pertinency in identifying
the major management deficiencies extant
at the subject institution and in recom-
mending practical seclutions to them.

We are in general acceord with the find-
ings and recommendations made by the
department of budgel and finance. How-
ever, we are of the opinion that there
are areas where the report did not
clearly identify nor fully explore the
bases and implications of the management
problems and deficiencies at Xula Sana—
torium. In addition, we noted that thers
are certain management deficiencies and
problems which were not discussed in the
budget and finance report. In view of
our limited but major differences with
the department of budget and finance
report, we found it necessary and timely
to conduct our own independent study of

Kula Sanaterium's financial and manage-

ment practices.

QBJECTIVES OF THE STUDY
Our study had these objectives:

(1) To evaluate Kula Sanatorium's pro~
grass in implementing the recommendations
of the department of budget and finance
as contained in its audit report,

(2) To identify, evaluate, and report
on the deficiencies in the existing
policies and practices of Kula Sanatorium,

{3) To recommend specific actions.as
appropriate to correct these deficien-~
cies in fiscal and management practices
and otherwise to promote effective man-
agement of the institution.

SCOPE AND APPRCACH OF THE STUDY

Our efforts were not intended to dupli-
cate the study of the department of
budget and finance. Thus, although ocur
study generally considered the broad
range of existing management practices,

detailed evaluations were made only on
selected problems, policies and prac—
tices not covered or covered only in a
limited fashion in the audit report of
the departwment of budgat and finance.

SPECTAL FACTORS

We note two recent developments which
the reader should bear in mind as he
reads this report.

(1} A& new Act 97 contract between the
State and the county of Maui is being
prepared for the fiscal year ending
June 30, 1367. Our study was based on
the contract in force.

(2) The present superintendent of Kula
Sanatorium will be resigning from his
Position in the near future for health
reasons. Our comments relative to this
Position are still pertinent regardless
of who the incumbent is.

ORGANIZATION OF THIS REPORT

This report is organized inte three
major parts.

Part I consists of this introduction
(chapter 1), a brief description of each
of the four patient care Programs of
Kula Sanatorium (chapter 2) and some
background information on the roles of
the managing committee, the county of
Maui and the State of Hawaii in the man-
agement of Kula Sanatorium {chapter 3).
Chapters 2 and 3 contain matters which
we believe are nhecessary to an under-
standing of this report.

Part II (chapter 4) Qescribes the andit
of the department of budget and finance
and the efforts made to date by the
sanatorium to implement the recommenda—
tions made in the audit report. Chapter
4 includes summary comments as well as
general comments on each specific recom-
mendation,

Part IIT (chapters 5 to 8) presents our
evaluation and recommendations regarding
specific institutional, fiscal and man-
agement problems.

Part IV contains a "summary" of this
repoart.



CHAPTER 2
A DESCRIPTION OF HOSPITAL PROGRAMS

Kula Sanatorium and General Hospital is
a government-operated, long-term care
institution leocated at Kula in the
county of Maui. It was first estab-
lished in 1910, at a time when tubercu-
losis was a major cause of death in the
Territory of Heawaii. Initially, it was
called the "Maui County Farm and Sani-
tarium”, and its purpose was to isolate
and to provide care and treatment to
persons afflicted with the dreaded di-
sease. Today, Kula Sanatorium is a
multiple~program institution which pro-
vides tubercular and non—-tubercular
long~term hospital care as well as acute
illness care. The following briefly

describes these varied programs.
TUBERCULCSIS PROGRAM

From its inception in 1910 through 1959,
Kula Sanatorium served almost exclusively
as a tubercvlar hospital. At times
during this period, most notably in the
1930's, even with the constroction of a
200 bed hospital in 1936, its T.B. pa-
tient load was at a capacity level. In

later years, improved treatment tech-
nigues drastically reduced the need for
lengthy hospitalization. &As a result,
the T.B. in-patient census began to de-
cline, and, by 1958, the hospital was
experiencing a 50 per cent bed vacancy
rate. Today, the T.B. patient load con-
stitutes only 25 per cent of the total
hospital beds.

This program at Kula Sanatorium is fi-
nanced entirely by state appropriations.
Under Act 90, SLH 1949, all tubercular
patients are entitled to free hospitali-
zation.

1IE'c'r fiscal year 1966-67, a total of 1é%
beds are allocated to direct patient care
as follows: Sanatorium proper — T.B. (40)
psychiatrie (50), chronie¢ illness (60);
Kula General Hospital (15). The remain-
ing bed spaces equivalent to 50 beds in
the sanatorium and 5 beds in the K.G.H.
are set aside for recreational patient
activity and other uses.

CHRONIC ILLNESS PROGRAM

This program was initiated in 1959 under
authorization of Act 153, SLH 1959. The
ack permits the use of tuberculesis
treatment funds for the admittance and
care of indigent and medically indigent
persons suifering from chronic diseases.
although Act 1853 is silent on the matteX,
the hospital has admitted non—-indigents
as well as indigents to this program.

As reflected in Table I, this program is
characterized by its (2) high occupancy
rate, (b) low patient turnover, and (<)
long duration of patient hospitalization
e services of this program have been
consistently in great demand. On
August 1, 1866, for instance, all 60
Leds allocated to this program were in
use and nine persens were on the waiting

1list for admittance.

2}-\ review of patient accounting records
on August 2, 1986, indicated that there
were 12 patients in this programlwhr._)
were hot indigents or medically indi-
genks.

Although financed from state appropria-
tions, ‘anlike the T.B. program, the
chronic illness program recovers a por-
tion of its operating costs from the
paiients and the department of social
services. Non-indigent patients are
charged the daily rates set by the hoa-
pital.. For each indigent or medically
indigent patient, the department of
social services pays the daily rate set
by eontract between the department and
the hospital.

pPSYCHIATRIC CARE PROGRAM

This program began in 1960, as an off-
shoot of Act 153, SLH 1959. The First
State Legislaturs in 1960, in a confer-
ence committee report, expressed the
intent that the department of health may
place in T.B. hospitals selected mental
health patients from the State Hospital,
if the 7.B. hospitals consent to such an
arrangement and can Care for patients
within their appropriations.



Presently, 50 beds are allocated to this
program. Professional psychiatric ser—
vices are provided by a psychiatrist of
the department of health. All other
patient care services, inecluding psychi-
atric nursing, treatment of medical dis-
akilities and activity therapy, are
furnished by the sanatorium. All program
costs, except the cost of the psychia-
trist, are assumed by the sanatorium and
are budgeted together with the T.B.
program.

GENERAL HOSPITAL PROGRAM

Kula Sanatorium also operates a 20-bed
capacity, acute care facility, called
the "Kula General Hospital." Physically
the facilities are located adjacent to
the main Xula Sanatorium structure and
consists of a single-story, wooden
building. The general hospital services
the medical needs of the residents in
the Kula area. While the origin of this
program is obscure, it has been reported
that general, medical and surgical ser-

vices to non-ftubercular patients were

provided even before 1920, when the sana-
torium was basically a long-term care,

tubercular institution.

Program activities include acute illness
and obstetrical heospital care; c<linical
services, such as X-ray and laboratory;
and emergency ambulance services.

With the exception of public welfare
clients, all patients of Kula General
Hospital are considered to be private
patients under the ¢are of their own
attending doctors and are individually
rasponsible for hospital fees and charges
Hospital expenses incurred by welfare
¢lients, including physician services,
are paid for by the department of social
services under contractual arrangements

with Kula Sanatorium.

3Kula Sanatorium, “Program Evaluation
and Statement of 5-Year Program Goals
for Kula Sanatorium," Auwgust 30, 1965,
pP. 9.

In the past, the county was financially
responsible for this program. In addi-
tion to recoveries from patient charges,
the program was financially supported by
the county through (2) county allocation
of state general heospital subsidies and
(b} county subsidy to cover program
deficits. On July 1, 1945, this county
responsibility was transferred tc the
State by Act 97, SLH 1965.

The following table provides some pro-
gram data, reflective of experiences
during fiscal year 1965-1966, which help
te illustrate some basic characteristics
of each of the four patient care programs
conducted and administered by Kula Sana-
torium and General Hospital.



Table I .
Bed Allocation and Utilization Experience by Programs
During Fiscal Year 1965-1966
Kula
Tuber= Psychi- Chronic General
culosis atric Tllness Hospital
No. of Beds
Allocated 45 a5 60 202/
Av. Daily
Lensus 40 31 622/ )
Tot. Patients
Admitted 31 14 34 256
Tot. Patients
Discharged 37 11 10 254
Program-Wide
Av. Length of
Stay (Days) 445 &o8 583 T 6.8

i\/E:sti.mates as of June 15, 1966, as reported in Kula Sanatorium's.
"Operational Expenditure and Program Plans for Fiscal Year 1966-
1967." See footnote 1 for bed allocation plan for 1966-~1967,

E/Excludes six bassinets for infant care.

[+ - N

—(Th:.s apparent overcapacity usually results when both the patient
discharged and his replacement are reported in the patient census
on the same day.

CHAPTER 3
HOSPITAL MANAGEMENT

PRIOR TO ACT 97

Prior o the enactment of Act 97, SLH
1965, three governmental bodies shared
regponsibility in the overall management
and operations of Kula Sanatorium--the
managing committee of Kula Sanatorium,
the county of Maui and the State of
Hawaii. This section examines the role
of each governmental unit and the re-
laticns]'-lip among the three as they
existed prior to Act 97. This discus-
sion is of more than historical interest.
despite the passage of Act 97 and the
take-over of the hospital functions by
the State, for two reasons. First, both
the managing committee and the county
are still active in the management of
the sanatorium beczuse of the state-
county contract entered into under

Act 97. Second, this orientation is
necessary to an understanding of some of
the problems examined in this reporxt,
since those problems arose, in the main,
prior to Act 97.

1. The role of the managing commitiee:
The direct management of Kula Sanatorium
was vested in a managing <ommittee
created by Act 78, SLH 1933. This com-~
mittee was composed of five members who
served without pay for four-year terms.
The members were appointed by the chair-
man cf the Mauvi county board of super-
visors, with the approval of the beard.
The statute assigned tc the managing

committee

“full management and control of
Kula Sanatorium, the improvements
thereto and the maintenance and
equipment thereof . . . and the
full control of the expenditure
of all meney made available by
law or otherwise for the improve-—
ment, maintenance and equipment
of the sanatorium." ({Section
148-25, RLH 1955, as amended.)

It was empowered to select its own chair-
man; to establich rules and regulations
for the conduct of its business and the
business of Kula Sanatoriuvm; to maintain
a special fund for all money made avail-
able for its use; to hire the emplovees
of the hospital and to fix their salaries;



and to examine, approve and direct the
payment of due claims.

By virtue of this broad delegation of
statutory powers, Kula Sanatorium was
accorded a "semi-autoncmous" status
within the Mavi county governmental
structure, As such, it was not subject
to the administrative control of the
county government except for specific
"housekeaping” functions vested in the
county by statute. Under these condi-~
tions, the managing committee could and
did exercise broad, independent, dis-
cretionary authority in managing the
affairs of Kula Sanatorium. These
powers, conferred upon the managing
committee in 1933, remained essentielly
unchanged until passage of Act 97 in
1965.

2. The role of the county: The in-

volvement of the board of supervisors

of the county of Maui in the general
management of the sanatorium was
limited to {a) appointing the members
of the managing committee, (b}

receiving regular reports from the com—
mittee, (o) providing certain central
staff services, and (d) providing

financial support.

The county possessed no authority in the
direct managing of the hospital. Admin-
istrative policies issued by the board
of supervisors for the guidance of
county agencies did not generally apply
to Kula Sanatorium. For example, when
the county began its bulk gasoline
purchasing program, the sanatorium was
invited hut not directed to participate.

The central staff services required by
law to be furnished by the county were
as follows:

. The county attorney acted as the
legal counsel to the managing com-
mittee (secticn 148~25, RLH 1955,
as amended}.

. The county auditor conducted peri-
odic audits of the hospital (section
144~58, RLH 1955, as amended) and
prepared and issued warrants for
the sanatorium as directed by the
managing committee (section 148-25,
RLH 1955, as amended}.

+  The county civil service department
administered the county civil service
laws, rules and regulations as they
pertained to the hospital employees
(section 3-62, RLH 1955, as amended) .

The financial responsibility of the
county consisted of appropriations for
the general hospital program. Once ap-
propriated, however, the county had
little contrel of the funds since these
appropriations were often made to finance
program deficits, The managing committee
exercised the real financial contzol
through its power to allocate and uti-
lize the resources as it saw fit.

3. The yole of the State: The primary

role of the State was that of making
available to the hospital the land
needed for its physical facilities and
of preoviding financial suppert for the
tuberculosis and the chromic illness pro-
grams. Over the years, the State
assigned a total of about 390 acres of
its lands to the county of Maui and Kula
Sanatorium for sanatorium and farm pur-
poses. Additionally, every year since
1910, the State appropriated funds to

10

Kula Sanatorium for either, or both,
operating costs and facility improvements
Since 1949, when the means test for
tuberculosis hospitalization was elimi-
nated, the extent of the State's finan-
cial support to Kula Sanatorium amounted
to almost full subsidization of its
operatiens. Even the general hospital
program, which was then financed by
patient charges and county appropriations,
was being indirectly supported in part

by the State through its statewide hos-
pitel subsidy program.

The relationship between the State and
the sanatorium was kasically one vherein
the State "purchased" medical and hos-
pital services from the sanatorium.
Thus, the degree of control exercised by
the State was generally limited to bud-
getary matters. As a general rule, once
appropriations were made and allotted to
the sanatorium, the administration and
control of these funds were vested
solely in the managing committee, sub-
ject enly to limited budgetary control by
the State's central budget agency.



UNDER ACT 97

The respective roles of the managing
committee, the county of Maui and the
State in the management of Kula Sanato~
rium were significantly altered by Act
97, SLH 1965. The act fixed the res-
ponsibility for "the planning, construc—
tion, improvement, maintenance and
cperation of public hospitals and other
public health and medical facilities ...
in the State government.

Pursuant to the act, by an executive
arder, dated July 20, 1965, the governcr
assigned this hospital function to the
State department of health, Act 97 pro=-
vided that the State depariment to which
the governor assigns this function
"shall succeed to all the rights and
powers exercised, and all of the duties
and obligaticns incurred by the counties
in the exercise of the functions trans-—
ferred, whether such powers, duties and
cbligations are mentioned in or granted
by law, contract, or other document...."
In the opinion of the State attorney
general, by reason of the executive

11

order, "all of the powers in respect to

county hospitals; formerly lodged in the
several managing committees were effec-

tively transferred to the Department of

Health . . . ."%

Except for a proviso in Act 97, Kula
Sanatorium would today be under the di-
rect management of the director of the
State department of health. The proviso
authorized the governcr to enter into
contracts with the several ccunties to
provide for the uninterrupted continua-
tion of services during fiscal year 1965=-
1966. Act 14, SLH 1966, authorized the
governor to re-enter into the contracts
with the several counties for another
yvear ending June 30, 1967.

Under the contract hetween the State and
the county of Maui, the county agreed to

4Department of the Attorney General,
State of Hawaii, memorandum 65-17,
"Subject: The role of the county
hospital managing committess under
Act 97, Sessicn Laws of Hawaii 1965,"
dated May 31, 1966.

operate the publie¢ hospitals, including
Kula Sanatorium, in the same manner and
to the same extent as existed prior to
the effective date of Act 97. By reason
of this contract provision, the managing
committes of Kula Sanatorium continues
to exist. In its memorandum, the State
attorney general ruled that "the managing
commi ttees may properly perform their
dukies as heretofore existing, except as
those duties may have been altered by
the Act 97 contracts."s But, the exist—
ence and powers of the managing committes
are now derived from the contract and
not from the pricr statutory provisions.
No longer does the managing committee of
Kula Sanatorium exist as a semi-

independent policy hody.

Act 97 and the contracts thereunder pro-
vide both the State and the county
opportunities for far greater and more
direct involvement in the management

affairs of Kula Sanatorium than either
had ever experienced before. The degree
and the manner in which that opportunity
has been exploited is the subject of in-
quiry in a subseguent chapter.



PART It
THE DEPARTMENT OF BUDGET AND
FINANCE'S AUDIT OF KULA SANATORIUM

CHAPTER 4

THE AUDIT, AND KULA SANATORIUM'S
PROGRESS IN IMPLEMENTING THE AUDIT
RECOMMENDATIONS

In 1965, the department of budget and
finance of the State of Hawaii undertook
a comprehensive evaluation of the man-
agement and operations of Kula Sanatorium
and General Hospital. The results of
this study were presented in its "Report
of a Financial and Management Audit of
Kula Sanatorium”, dated January 7, 1966.
This chapter describes the nature of the
report and reviews the progress made by
Kula Sanatorium in implementing the rec=
commendations contained in the rewport,

DESCRIPTION OF THE AUDIT

The zudit was undertaken as part of an
cverall review of the current role and
operations of tubercular hospitals as
requested by House Resoclution No. 46,
1865 State legislature, and as directed
by the governor. Its scope broadly en-
compassed (1) the analysis of the insti-
tution's fiscal policies, finanecial
rzcords and accounting procedures: and
{2) the analysis of the management and
cperations of institutional programs,
services and facilities. 2Among others,
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it covered subjects specified in House
Resolution No. 46, such as justification
of programs and services; cost alloca—
tions: perquisites and contracts; current
and planned use of facilities and the
disposition of revenues. The study com=-
meneed in June 1965 and extended through
October of that yeay.

As noted in the final report, the study
was limited by one important factor.
Since the study was done during the
formative stages of the revised state-
county relationships under Act 97, the
impact of the act on the operations of
Kule Sanatorium was not readily fore-
seeable, Therefore, the recommendations
of the study focused on the internal
affairs of the institution and only
selective references were made to Act 97
and its effects on state-county-hospital
relationships.

IMPLEMENTATION OF AUDIT RECOMMENDATIONS

We find that Kula Sanatorium has failed
to follow up effectively a number of

major recommendations made by the de-
partment of budget and finance, parti~
cularly those reccmmendations relating
to personnel and property management:.

Tzble II summarizes the progress
achieved by Kula Sanatorium in imple=
menting sach recommendation. The infor~
mation reported was initially cbtained
from a written progress report, dated
May 2, 1966, rendered by the chairman of
the managing committee of Kula Sanato-
rium to the State director of finance.
These data were then updated and veri-
fied during field visits to Kula by our
staff in the fellowing months of June
and August.

In view of the extensiveness of the com-
ments contained in Table 1I, the follow-
ing should bhe helpful in identifying
some of those more significant recommen-—
dations, the implementation of which is
lagging.

1. General management: The recommenda-—
tions pointed out the need for clearer

delineation and clarification of

14

managerial responsibilities and the need
for systematic documentation of insti-
tutional policies and procedures. In
consonance with these recommendations,
institution-wide administrative policies
and procedures are being compiled into
manual form to be presented to the man—
aging committee for its consideration and
adoption. No completion date has been
set for this project, although it was
indicated that completion is anticipated
before the end of this calendar year.

2. Tinancial administration: The audit

recommended the return to the State of
unexpendad balances from prior CIP pro-
jects. On this matter, the sanatorium
was authorized by the department of
accounting and general services to retain
a portion of the unexpended halance to
complete a current project. However, the
balance or the sum of $640 in the hospi-
tal's capital improvement fund which was
credited to two completed projects, and
which Kula Sanatorium was prepared to
remit to the State in May, 1966, has not
yat: been returned to the State.



3. Purchasing znd inventory: Although
some procedural changes were made as
recommended, action cn the more signifi-
cant propesals for program improvement
has been deferred, mainly on the pre-
mise that the sanatorium lacks skilled
personnel to implement the audit recom-
mendations. Proposals for the central-
ization of institutional buying and the
consolidation of storekeeping activities
are among those deferred. It was re-
ported that the sanatorium intends to
work towards this centralization and
consolidation, if and when it acguires a
new purchasing agent position. Although
the proposed consclidated system does
require higher level skills, it should
not preclude the development of interim
plans if the hospital accepts the basic
purposes and objectives of the recommen-—
dations. Total reliance on the acquisi-
tion of additional staff would probably
cause an indefinite postponement to
improve the overall institutional supply
system.

4, Personnel administration: The audit

recommendations generally fall into one
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of three categories--policy documenta-
tion, employee perguisites, or physi-
cians' employment contracts. Progress
has been made in policy documentation;
but, specific recommendations for the
reappraisal of management policies
affecting the administration of employee
perquisites and physicians' contracts
have not been effectively pursued. For
example, the managing committee adopted
a comprehensive "perguisite policy™ in
October, 1965, which represented a major
effort to document guidelines for admin-
jstering perguisites granted to hospital
employees. Some of the pelicies incor-
porated in this document are not in
accord with audit recommendatiens, and
there is little indication that conceried
effort has been made to correct these
discrepancies. Moreover, while it is
reported that the physicians' employment
contracts are "under review," we find ne
evidence of any supervised review of
these contrackts. In addition, no evalu-
ation has yet been made of mileage data
for automobile allowances, although a

staff study was directed by the managing
committee in April, 1966.

5. Program and_ supporting services:

The sanatcrium has been generally recep-
tive to the many recommendations made
for program and supporting services and
has proceeded to effect changes in its
plant maintenance, food service, nursing
and related paramedical services in
accord with the recommendations. Other
proposals, however, have heen regarded
as requiring time for full implementa-
tion, as follows:

. The proposal for joint laundering
with Manj Memorial Hospital has heen
deferred pending a detailed staff
study by Maui Memorial Hospital to
determine the feasibility, costs,
equipment needs, and cother pertinent
aspects of the proposal.

, A reguest for funds to conduct a
master planning and land use study
did not receive legislative approval.
As an alternative, preliminary dis-
cussions were held with representa=
tives of the department of accounting
and general services to explore the
availability of the latter in pro-
viding technical assistance.

. The proposal to increase the staff‘%ng
retic of nurse aid positions is being
implemented as staff attrition per-
nits.
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The propesal to convert some& of the
beds of the T.B. wards to chronic
illness care is under study.

Recommendations:

A more effective and consistent £ollow-
through on the various recommendations
of the depariment of budget and finance
is needed. Without such follow—through,
impertant recommendations may well be
forgotten and wuried without adeguate
management review. hs we indicate in
c¢hapter 5, the State department of hedth
and the county of Maui have far greatex
responsibility now for the effective

and efficient administration of Kula
than before Act 97. Oux reconmendations,
therefore, are directed to the State
department of health and the county of
Maui, as well as to the managing commit-—
tee of Kula.

We recommend:
1. The State department of health and

the county of Maui, through the managing
committee of Xula Sanatorium, act



without delay to develop and carry out
an action program to effect those recom-
mendations of the department of budget
and finance which are as yet unmet, as
supplemented by the findings and recom-
mendations presented in this, our
report,

We further recommend the following
actions be taken to assist in the
development and execution of this action
program.

2. The managing committee should (1)
identify the problems which have tended
to impede progress; (2) develop opera-
tional plans cutlining tentative priori-
ties, schedules for implementation,
specification of problems requiring
policy direction, ete.; (3} identify the
skills necassary to carry out the rec-
ommendations and evaluate staff capabil-
ities with regard to these needs; and
(4) direct the planning, execution and
evaluation of the action program.

3, The department of health, in concert
with the county of Maui, should {1) re-
view and approve the operational plans
for implementing recommendaticons; (2)
arrange for technical resources beyond
the present staff capabilities of the
hospital; {3) require periodic progress
reports; and (4) generally provide
policy guidance cn matters beyoend the
authority delegated to the managing
committee.

TABLE II

KULA SANATORIUM'S PROGRESS STATUS IN IMPLEMENTING
THE AUDIT RECOMMENDATIONS CF THE DEPARTMENT CF BUDGET AND FINANCE

(Status as of Bugust 1, 1966)

Audit Recommendations

Comments on
Implementation

1.

3a.

GENERAL MANAGEMENT

Require explicit managing committee
approval before effecting any
changes in organizaticn.

Review the scope of authority dele—
gated to the hospital superintendent
and prepare a summary policy state-
ment which delineates the matters
which the managing committee desires
be brought to its attention for con-
sideration and action.

Compile all standard operating and
administrative policies inte one
reference manual for staff informa-
tion and to facilitate policy
development and revision.

Develop standard instructions for
the maintenance of “"lettergrams"
files for the guidance of all hos-
pital units.

Review the powers and functions
assigned to the managing committes
under section 148-25, RLH 1955, as
amended, as part of the overall re-
view of laws relating to the imple-
mentation of Act 97, SLH 1965,
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B hospital policy and plan on position
contrel has been developed to meet these
situations.

Specific policy statements are being
drafted for inclusion in the new policy
manual. [(See next comment.-)

Present administrative policies and pro-—
cedures, as well as new recommended
policies, are being compiled inte manual
form for consideration by the nmanaging
committee. Project completion tenta-
tively set for late this year.

Instructions for the use and disposition
of lettergrams are included in the draft
of the policy and procedure manual.

Ho action required at this time., (See
the memorandum of May 31, 19266, office
of the attorney general, pertaining to
the status of the managing committee
under Act 97.)



pudit Reccmmendations

Comments on
Implementation

FINANCIAL ADMINISTRATION

1.

If Kula Sanatorium is not trans—
ferred to the State in the immediate
future the managing committee should
seek answers to the question as to
whether the chrenic i1llness program
is a state or county responsibility.

Strongly consider involving, to a
greater degree, Key program admin-
istrators into pertinent aspects of
managenent, as, for example, in the
budgeting process,

Allocate costs to all programs in
direct proportion to services re=
ceived.

Strengthen internal control cver
cash receipts and disbursements by
separating the operational duties
from the record-keeping duties re-
lating to both hospitals and non-—
hogpital funds.

Provide for stronger safeguards of
collections hy the hospitals.

Provide for the proper accounting of
employee meal tickets.

Eliminate unnecessary re-copying and
duplication in recording.
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Unlike previous years, the chronic ill-
hess program is now budgeted as a state
program and is subject to central bud-
geting controls.

Kula concurs with this approach.

The cost allocation plan used lasi year
has heen refined. Budget request pre—
sentations for FY '66~‘67 reflect
detailed program cost data.

Effective May 1, 1966, reassignment of
duties made to strengthen internal con-
trols, including the business procedures
of the cacupational therapy fund. The
iatter is now handled jeintly by the
business office and the occupational
therapist.

Intact deposits of collacticns being
carried out for patient trust funds.

2 deferred ravenue account established
to account for sold but unused tickets.

Procedural revisions made as recommended

Audit Recommendations

Comments on
Imptementation

7. Discontinue the practice of permit-
ting hospital employees to purchase
drugs and meal tickets on credit.

8. Maintain and control petty cash fund
for freight charges at the business
office.

9, An unexpended balance of $4,717.02
in the capital improvement fund
account should be returned to the
state.

PURCHASING AND INVENTORY

1. Prepare a manual which will clearly
cutline the specific responsibili-
ties of the purchasing activity and
which will detail the purchasing
procedures of the hospital.

2. Consolidate the various purchasing
systems under strong central con-
trol.

3. Consider entering into cooperative
purchases with Maui Memorial Hospi-
tal.

4, BStrengthen internal controls over
inventories by separating the re—
ceiving, storing and issuing func-
tions from the recording function.
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cash and carry policy instituted for
meal and drug purchases by employees.
(Payroll deducticn is permitted.)

By action of the managing committee on
June 3, 1968, the petty <ash fund main-
tained by Kula's freight agent was
recalled. Tt is now administered by
the hospital's business office.

The department of accounting and genw=
eral services has authorized retention
of some of this sum for a current pro-
ject. However, excess funds from
completed CIP projects have not been
returned as yet.

General procedural and policy guidelines
are being drafted for the policy and
procedure manual.

No action to date. Kula indicates the
need for hiring a purchasing agent to
acquire the level of skill desired to
implement this recommendaticn.

Some informal talks held with Maui
Memorial Hospital but no concrete action
taken. B

The hospital's supply system remains
basically unchanged wherein the account-
ing for and issuance of supplies are
handled by the same individual.



Audit Recommendations

Comments on
Inplementation

Audit Recommendations

Comments on
Implementation

Provide for the proper control and
accountability of inventory issuance
forms.

Institute periodic physical counts.
Consider the consclidation of store-
rocm activities.

Establish a definite policy with
respect to obtaining competitive
kids,

PERSONNEL ADMINISTRATION

1.

2a.

s

Retain the personnel function in the
business office as it is presently
constituted.

Review the minutes of the managing
gommittee and compile all current
personnel pelicies as have been
adopted,

Prepare and maintain a complete per-—
sonnel policy manual for internal
operations.

Review the special employment con-
tracts of the general superintendent
and the resident physician-surgeon
for reconsideration of: a) the need
for a contractual relationship; b}
present salaries; c) perquisites
granted; d} part-time private prac—
tice; and @) the need for reimburse-
ment of expenses incurred and
attributable to private medical
practice.
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Prenumbered forms now used when issuing
storercom supplies.

Adopted as a matter of policy.
No action to date. (See previous com-
ment on 2 above.)

A policy statement is incorporated in
the draft policy and procedure manual
clarifying siteations svbject to com-
petitive bidding.

No action reguired.

Being done in connection with prepara-
tion of the policy and procedure manual,

Same as preceding comment.

This matter reported to be under review.
Although discussions have been held con=-
cerning the status of the physicians'
contracts, systematic reviews in depth
of present contracts have not been com-
pleted.

4, Terminate the sanatorium’s contract
with the veterinarian upen phasing
cut the dairy operation.

Sa. Living Quarters:

(1) Establish reasonable rental
charges for living accommoda-
tions granted to sanatorium
personnel, with the exception of
the general superintendent,
resident physician-surgeon, and
psychiatrist: and such personnel
in the surgery, medical labora-
tory and X-ray units who enter
into an agreement to provide
scheduled stand-by and emergency
services in exchange for liwving
accommedations,

(2) Establish a policy of restrict-
ing, in the future, sanatorium=-
furnished household equipment to
a water heater, stove, and
refrigerator.

{3) Establish a reasonable rental
charge on the facility known as
"Dobashi Store.”

{4) Provide for more effective con-—
%rol and accountability over the
staff housing program.
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Veterinarian contract terminated as of
April 30, 1966.

By action of the managing committee on
October 12, 1965, a "parquisite pelicy”
was adopted which specifies guidelines
on such employee perquisites as heusing,
meals, laundry, telephone and use of
vehicles. With respect to reccmmenda-~
tions 5a(l} and 5a(2), the policy:

(1) Sets rental charges, but the rents
are made applicable to only new
enployees. Some officers are
exenpt by reason of their duties.

(2) Does not contain standards for fur-
nishing singile family dwellings.
Policy relating to linen is,
however, mentioned.

Although some informal discussions have
been held with the proprietor, no action
has been taken on the guestion of rental

"House rules" for occupants of govern-—
ment guarters not compiled as yet.
Occupants are generzlly permitted lee-
way in the use of such quarters.



Audit Recommendations

Commente on
Implementation

. i, . £

5) Consider elmmat:_mg or conver

%) ing older facilities for other
sanatorium uses.

b. Employee Meals

: : ot £
1) Discontinue the provision o
w free meals to the general super=
intendent and resident physician-
surgeon.

-l i harged
2) Reappraise meal prices [
( against visitors of patients.

¢. Laundry Services

1) biscontinue the practice of

() laundering perscnal work cloth-
ing and uniforms at the sana-—
torium's expense.

for

Develop a charge schegule

‘@ lauvndry services provided for
the convenience of employees.

d. Residential Telephones

Consider the installation of PBX
loczal in the res:’.denc_e of the
X~ray technician in lieu of the
present private lrz.ne s:r;h:::
wvislons -
ﬁﬁ'inﬁiﬁa?égwggg éjs.l personnel
residing in staff reésidences.
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ntly, certain cottages were being
2§;§i§t¥ed for use hy the psychiatric
care program to help patients adjus:tl:.to
independent living. The general po 1c3_r1
however, is to attrition employee dormi
tory housing privileges.

Reported tc be under review. No change
from prior practice.
Reported to be under review. No change
from prior practice.
Reported to be under review. Employee

1 s (nursing care and kitchen
gﬁﬁﬁﬂen( are laundered free of charge.
The "perquisite policy" states,
however, that " . -+ nO personal
clothing or work uniforms chall be _—
laundered at the expense of the hospital.

isi i ifd that a
The perquisite policy specifies
fes Isjuhcergl.\le should be developed.
However, none has been developed to date.

1si icy" the hos~
Under the "perguisite policy o
pital pays 50% of the X-ray techm.c:.an'i
private telsphone in lieu og a PBX loca
which is not connected to his home.

-Audit Recommendations

Comments an
Implementation

e, Car Allowances

Accumulate detailed data on
actual mileage allocable o
official sanatorium business to
determine the Justification of
bresent car allowances granted
to the general superintendent,
resident physician—surgenn, and
assistant hospital administra—
tor,

HOUSEHOLD AND PROPER'
HOUSEHOLD AND PROPERTY

1. CcConsider reducing the landscaped
arsa of Kula Sanatorium in crder to
corréspondingly reduce the manpaower
required to maintain the present
grounds,

2, Conduct a cost study relating to the
feasibility of maintaining a dual
laundry system.

3. Explore the possibility of having
its laundry processed by Maui
Memorial Hospital.

4. The role of the building and grounds
foreman should ba more clearly de-
fined.

5. Start Preparing a maintenance and
replacement plan for its Physical
structures.
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The managing committee, on April 1z,
1966, authorized a stafs study regarding
automobile allowances., So far, compre=
hensive mileage data have not Leen
gathered for evaluation Purposes.

"Gang" type operations now in use for
groundskeeping. However, landscaped
areas have not been reduced in size as
recommended.

Statistics being aceumulated to permit
conparative study.

A preliminary study was made by MMH of
Kula's proposal for joint laundry opera~
tions. A staff report by MMH in May,
1966, concluded that a more detailed
study is needed before 2conomie feagi-
bility can be determined.

Guidance on this matter is being pre—
pared for jnelusion in the policy and
Precedure manual.

The request for CIP funds for a facility
glanning and_land use study was denied
'y the Legislature. Preliminary



Audit Recommendations

Cowments on
Implementation

6. In view of the cessation of the farm
operations, review land area re-—
quirements and declare lands and
eguipment surplus to its needs.

FOOD SERVICE

1. Report and budget for raw food cost
for all meals served at the Institu-
tien.

2, Improve the system of expenditure
status reports to reduce costs.

3. Review food purchase practices for
oppertunities to reduce costs.

4. Consider the possibility of reducing
staff by providing for more £flexi-
bility in the work assigmments of
kitchen helpers, dining room atten=-
dants, and pantrymen.

NURSING !ADMINISTRATIGN}
1. Additional administrative support

should be given te director of
nursing.
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discussions held with representatives of
the @epartment: of accounting and general
services for technical assistance in
land use planning.

See zbhove comments. Dairy stock, equip-
ment and facilities have been already
disposed by auction. Alternate uses for
surplus lands under tonsideration.

The employee meal rate was inoreased
from 30¢ to 55¢ effective January 1,
1966, The "perquisite policy" calls
for an annual study of raw food costs.

More detailed expenditure reporting now
in effect.

No immediate action reguired. Opera-—
ticnal practices under review.
No immediate action required. Opera=

tional practices under review.

The supervising nurse position filled by
intre-departmental promotion. It is
assigned to assist the director of
nursing in the overall administration of
the nursing program.

Audit Récommendations

Comments on
Implementation

2. The in-service instructor position
should be abalished following the
reassignment of training duties to
the pesiticn described above.

3. The evening and night shifts'
nursing services responsibility for
Kula Sanatorium should be assigned
to the newly-reccmmended evening and
night head nursing positions, res-
pectively.

NURSING (SURGICAL SERVICES)

Kula Sanatorium should explore the
possibility of obtaining greater
utilization of the operating room
nursing perscennel.

KULA GENERAL HQSPITAL PROGRAM

1. The managing committee shouid closely
serutinize the need to maintain 20
beds at Kula when the daily patient
census has been running between 5
and 7.

4. fThe amount of nursing care provided
per patient should be reviewed.

CHRONIC ILINESS PROGRAM

1. Change the present practice of ad—
mission by establishing procedures
which give admission priority to the
indigent patients: reassess the need
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Subject position abolished in May, 1966.

Requests to reallocate two RN positions
to head nurse submitted to the county
civil service department on July 27,
1966, for its action.

Operating room nurses also assigned to
provide vacation and other relief in
ward nursing activities.

Program plans for FY '66-'&67 based on 15
beds. Proposal to further reduce pro=
gram level to 5 beds under consideration.

Under congideration.

priority still based on date of referral
A review of the waiting list as of
August 1, 1968, showed 9 applicants of
which one was DSS certified.



Audit Recommendations

Comments on
Implementation

2a.

for admitting non-indigent persons
and initiate action to amend Act 153
to authorize such admissions if
needed.

The director of nursing should look
into the possibility of reducing as
many practical nurse posit;_nng as
feasible and replacing them with
nurse aid positions.

The director of nursing should look
into the possibility of assigning
some of the lower level duties now
being performed by the professional
nurses to the practical nurses.

Evaluate the need for patients to
have a more continuing program of
physical therapy services for better
rehakbilitation of ¢hroenic disease
patients, or request a full-time
therapist position to be established,

Continue all efforts to get a social
worker positieon authorized within
the table of organization.

Consider utilizing empty beds as a
result of declining tuberculosis
census for the chronically ill.
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Two vacant practical nurse positions
were reallocated to nurse aid effective
March 1, 1966. Additional staff
changes to bhe effected as staff attri-
tion permits.

Under consideration. A gensral review
of nursing program heing made to relate
staffing needs to changing patient
population.

A new physical therapist position, .
authorized in the '66~'67 budget, is in
the recruitment process. As an interim
measure, a physical therapist was hired
under special contract on a part-time
basis.

A new medical social worker position
authorized in the '66-67 budggt was
approved by the managing comm;.ttee.c:n
July 12, 1966, for filling by provisicnal
appointment.

Kula cites the physical layout of the
T8 floor as a limiting factor. It has,
however, a plan under consideration
which could add up to 9 more beds to the
chronic illness program.

PART 1l
FINDINGS AND RECOMMENDATIONS ON
SELECTED PROBLEMS REVIEWED

INTRODUCTORY COMMENTS

Previous chapters presented historical
and other relevant background infoxma=
tion concerning the programs and the
roles of the State and county in the
management of Kula Sanatoi'ium, and of
recent operational and administrative
changes made pursuant to the audit rec—
ommendations cf the department of budget
and finance. In the following chapters,
we examine specific problems and issues
reflected by the practices of Kula Sana-
torium. &As appropriate, recommendaticns
for legislative and executive considera-
tion are presented.

Before we begin our discussion, we make
some preliminary comments concerning the
appreach and scope of our sxamination,

{1l) Our study, of gourse, concentrates
primarily on specific institutional
problems of Kula Sanatorium, However,
in many instances, the problems reviewed
are not unigue to Kula and our recommen-
daticns are applicable to cother institu-
tions and governmental agencies. In
such instances, our discussions are

broad enough to apply to the various
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state government agencies and programs
generally,

{(2) Under Act 97, the State has pre-—
enpted the functicn of operating public
hospitals, and the contracts between the
State and the various counties are
esgentially measures tc ensure the un-
interrupted continuaticn of services.

In view of the temporary nature of the
contractual arrangement, our comments
relative to the "het 97 contracts” are
only pertinent so long as the contractial
method is used to implement Act 97,
Exaapt with reference to the "Act 97
contracts," our comments on the problems
and conditions at the sanatorium are
cthexwise pertinent, regardless of the
neans by which the sanatorium is managed.

(3} In view of the fact that the county
af Mzui, and not the managing committes
of Kula Sanatorium, is responsible for
the execution of the "Act 27 contract”
as it perteins to the operation and man-
agement of Kula Sanatorium, we have
addressed our comments tco the county
rather than the managing committee.



Similarly, many recommendations are
addressed te the department of health
since it has been assigned by executive
order of the governor to administer the
"Act 97 hospitals." At times, other
departments of the state government are
also called upon to exert their efforts
to resclve problems arising in theixr
assigned functional areas.

{(4) As stated before, it was not our
intention to repeat the findings and
reccmmendations covered in the audit
report of the department of budget and
finance. However, we do discuss in this
part some of the subjects covered in the
department of budget and finance's audit
report; we do so only in instances where
our findings add materially to those of
the department of budget and finance or
where we believe the recommendations
should be stated more specifically, On
the other hand, a number of topics pre-
sented here were developsed from ocur own
evaluation and were not previously
reported.

In view of the diversity of topiecs, the
problems presented are grouped into
major categories as follows:

Chapter 5 - The State's Powers wnder
Act 97 Contracts

Chapter & - Institutional Perscnmel
Management

Chapter 7 = Institutional Financial
Management

Chapter 8 ~ Institutional Property
Managemaent.
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CHAPTER 5
THE ACT 97 CONTRACT AND ITS EFFECT ON

THE STATE'S POWER OF ADMINISTERING
KULA SANATORIUM

The contract’ executed by the State of
Hawaii and the county of Maui pursuant
to Act 97 is a comprehensive document
which outlines the powers, duties and
responsibilities of each contracting
party in the administration of certain
public functions, inciuding the public
hospitals. Our concern here is with how
the Act 97 contract affects the powers
of the State in the management of Kula
Sanatorium. Our cbhservations are neces-
sarily relevant to all public hospitals
in the county of Maui, and, perhaps, to
all public hospitals in the State.

CONTRACT LIMITATIONS ON STATE'S POWER OF
ADMINISTRATICN OVER KULA SANATORTUM

Act 97, SLH 1985, and the subsequent
action of the governor "effectively
transferred’ all the powers of the man-
aging committee of Kula Sanaterium to
the department of health, The contract
entered inte by the State and the county
of Maui requires the county to maintain
and operate Kula Sanatorium "in the seame
mannar and o the same extent as . . .
performed by it prior to the effective
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date of Act 97," except as otherwise
provided in the contract. By this pro-
visgion, both parties agreed to continue
the pre-existing policies and practices
of Kula Sanatorium, except to the extent
that they are altered by the contract.
The contract impliedly recognizes that
the obligations of the county can best
ke carried out by the existing managing
committee and tacitly acknowledges the
continuing, direct supervisory authority
of the committee in the management of
Kula.

Rlthough the general, supervisory
authority is left in the managing com-
mittee, the contract reserves certain
powers in the State to direct and con-
txol the affairs of the haspital.
Strong and almost plenary powers are
reserved in the State over expenditures
and capital improvement constructiens.
All expenditures of KXula are subject to
the appreval of the State, through the
quarterly alleoiment system. A1l CIP
constructions, except those in progress,
are under the direct supervision of the
State.



The State, however, reserves little in
the nature of administrative powers to
control the internal management opera-
tions and procedures of the sanatorium.
Only the following administrative powers
are resexved and granted to the State
director of healths

. To approve or disapprove the filling
of any vacancy on the managing com-
mittee.

. To approve or disapprove the hiring
of new officers and amployees that
are necessary to fill vacancies and
new positicns.

. To approve or disapprove any changes
in existing policy, relative to the
government or administration of the
hoapital.

. To receive coples of minutes of all
meetings of the managing committee
and of all rules, regulations, poli-
cieg, directives and statements of
operacting procedure of the hospital,
an inventory of all assets and prop-
erty of the hospital, the hospital's
accounting procedure, and other
information.

While the contract grants to the State
director of health the power Lo SERProOve
or disapprove changes in policy which

affect the operations of the sanatorium
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and the hiring of new personnel, it
doas not permit the State health
director to initiate, or direct changes

in the operations and management of the
hospital. The counties should, of
course, be zllowed flexibility in the
direct management of the hospitals.
However, we believe that the contract
terms should not limit the authority of
the State in formulating policies and
stendards applicable to all public hos-
pitals. We believe the State should be
allewed some latitude in initiating and
providing policy direction to the publ_ic
hospitals on matters not specifically
covered in the contract, and particu-
larly those matters which affect progran
costs or the achievement of statewide
objectives in public health services.

There are, for example, policy direc-
tives issued by the governor relating to
the administration of employee perqui-
sites, the efifectuation of changes in
organization plans, the development and
implementation of a statewide informa-
tion system, and others, which are
presently available for the guidance aof

all State departments. These or other
executive policies could be readily
extended and made applicable to the
public hespitals to provide common
"ground rules" for all public programs
administered by the State, Similarly,
the director of health, in his pursuit
of the goals of the department of
health, may need to exert influence to
assume the orderly and coordinated de-
velopment and management of the various
public health programs, including public
hospitals, throughout the State. In
order to provide this leadership, the
director of health should possess
authority to establish basic policies.
He should, for example, be able to set
general program standards; to clarify
the organizational relaticnships among
the various public health organizations
serving the counties; to instruct pub-
lic hospitals on federal aid matters;
and to generally oversee the total
range of public health services of the
State. In essence, we believe that the
limitations imposed upon the State undexr
the present terms of the contract pre-—
vent the State from effectively
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discharging its supervisory responsi-
bilities under Act 97.

It wmay., perhaps, have been the intent
of the contract te reserve in the State
a veto power only over those hospital
actions which may be taken during the
life of the state=county contract and
which may adversely affect the State
when it assumes full responsibility of
the hospital. If such were the case,
there would have been little need to
retain broad administrative powers in
the State since the life of the contract
was presumably intended for one vear
only. The retention of power in those
few areas where the need was obvious
probably would have been adequate for so
short a transitional period.

However, in light of Act 14, SLH 1966,
which authorized the governor to re-
enter intc contracts with the severzl
counties for another year, and in light
of a possible extension of the contracts
for yet another year, we helieve that
the State should seek to increase its
participating role in the management of



county heospitals. By this, we do not
intend that the State exercise complete
administrative control over all opera-
tional aspects of hospital management.
The counties should continue to provide
immediate direction over these insti-
tutions. Rather, we believe that the
State, through the director of health,
should retain adequate powers to permit
it to promulgate policies of statewide
concern. With this added authority, the
State and the director of health would
be better able to cope with situations
which necessitate changes in the opera=
tion and management of public hospitals
from time to time.

an this report, we touch upon various
internal, operational and management
procedures and practices of Kula Sanato-
rium, which are not necessarily of the
kind that should be subject to statewidé
policies. Since the county has the con-
tractual responsibility for the mainte—
nance and operation of the hospital, it
would appear that the county should be
primarily concerned with correcting
deficiencies which may exist in such
internal procedures and practices.
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Recommendatipns:

We recommend that the State department
of health, in cooperation with the
State attorney general, seek to include
in the Act 97 contract with the county
of Maui a reservation of such powers as
may be necessary to permit the State
director of health to institute admin-
istrative policies and standards for the
operation and management of public hos=-
pitals. Such reservation of power .
should be included in the contract for
fiscal year ending on June 30, 1967, and
in all future contracts.

However, inasmuch as Act 97 contemplates
the eventual assumption of direct res-
ponsibility of all public hospitals by
the State, our recommendations to cor-
rect any such deficiencies are directed
to the State depariment of health as
well as to the county. It is intended
that the State director of health will
exercise his inflvence and what little
authority he now possesses to insure the
correction of the deficiencies which we
note in this report.

STATE'S POWER OF REVIEW OF HOSPITAL
POLLCIES

Article V of the contract states, in
part, that "the county shall not author-
ize or pemmit the governing board of any
county hospital to make or adopt any
change in policy, relative to the gov-
ernment or administration of such county
hospital, without the prior written
approval of the State Director of
Health."

In violation of this provision, Kula
Sanatorium effected new and revised
policies on a humber of occasions with-
out the prior written approval of the
director of health. The fellowing are
cases in point.

. On Octgbher 12, 1965, the managing
committee adopted comprehensive
policies for the administration of
various employee perguisites.

. On May 1, 1966, a policy became
effective which authorized mileage
reimbursement for the emergency use
of perscnal vehicles on official
business.
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. On June 9, 1966, a peclicy became
effective which discentinued the ex-
tension of c¢redit in the sale of meal
tickets to employees. ALl purchases
thereafter were to be made by cash or
payroll deduction.

Unquesticnably, all of the above consti-
tute "policy," inasmuch zs they estab-
lish or revise instructions of a
continuing nature, setting forth the
courses of action to be taken under
given conditions.

The foregoing examples point up some
significant shortcemings in the present
method of reviewing propesed policy
changes. These shortcomings, in effect,
nullify the basic intent and purposes
of the review preocess. The present
review system relies teotally on the
initiative of the hospital. It is in-
cumbent upon the hospital to notify the
department of health in advance of its
intentions, If it fails to do so, the
department of health would not know of
any impending changes to existing
pelicy. In the examples above, even the
county had no prior knowledge of the



intended changes, even though under the
Act 97 contract the managing commitiee
is an agent of the county. While Kula's
adoption of policy éhanges generally
appear in the minutes of the managing
committee meetings, the mere reporting
of such an action in the minutes does
not constitute "prior" approval as in-
tended by the contract provision. We
note further that the task of carrying
cut this review function is made even
more difficult in Kula's case because,
in many instances, the hospital itself
has not documented its current policies.

Recommendations:

Hecommencallills

We recommend:

1. The State director of health,
through the respective counties, insist
on strict compliance by the managing
committee of evary public hospital with
the directives contained in the Act 97
contracts which require every public
hospital to:

(a) compile and forward to the State
director of health, copies of all
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policies, regulations, directives and
statements of operating procedure of
the hospital: and

{b) forward all contemplated changes
in hospital policies to the State
director of health for prior written
appreoval.

2. The State director of health dis-
tribute to every public hospital copies
of the State and departmant of health's
policies, regulations, directives and
statements of procedure so that these
may serve as guidelines to the hospitals
in the making of future changes in or
in the formulation of new policies by
the hospitals.

CHAPTER 6
INSTITUTIONAL PERSONNEL MANAGEMENT

There are two broad categories of
employees at Kula Sanatorium: contract
employees and regular employees. <Con-
tract employees are those hired under
special contracts and ingclude the super-
intendent and the resident physician-
surgeon. All other enployees are
regular employees. The conditions of
employment of contract employees are
governed by their contracts. The con—
ditions of employment of regular employ—
ees are prescribed by sta.tute.7 The
difference in the nature of the hire
requires us to treat the two groups of
employees separately in our discusgsion
of Kula's personnel management problems.

Tsection 148-25, RIH 1955, as amended,
which grants to the managing committee
of Kula full authority over the hire
and fire of its employees was passed in
1933. The State c¢ivil service statute
wae first enacted in 1939. In the
opinion of the county attorney for the
county of Maui, section 148-25 was
effectively modified by the eivil
service statute, and Kula's regular
employees are subject to the civil
service rules and regulations.

The first two sections of this chapter
concern regular employees. The third
section deals with the problems of con=
tract employees.

REGULAR EMPLOYEES' PERQUISITES

“pergquisites" means those things fur-
nished or services rendered to an
enployee, as incidental to employment
and in addition to his regular salary
or wages, which have value to the
employee because the furnishing of those
things or the rendering of those ser-
vices reduces the employees' personal
exyenses.a The reductien in personal
expenses is a gain or profit to the
enployee.

Often the term "perquisites" is usad
synonymously with “free privileges."

8gee "haministrative Policy for Admin~
istration of Employee Perguisites,”
Governor's Administrative Directive
No. 7, October 7, 1963.



This is an erronecus usage of the term.
An employee realizes a gain or profit
not only when things are furnished or
services are rendered at no cost to him.
He also realizes a gain or profit when
things are furnished or services are
rendered at a charge which is less than
the charge he would have to pay if he
had to secure them on. the open market.
Thus perquisites are things furnished
or services rendered at no cost to him
or at a cost to him which is less than
market value.

In the past, at one time or amnother,
Kula's employees received housing, milk
and milk products, medical care, laundry
service and other benefits at no cost to
them. The trend over the past decade
has been toward the slimination of
"free" perquisites, and the reduction in
the number and kinds of perquisites,
both free and non-free, which are avail-
able to Kula's employees. BAmong the
percuisites still available to Kula's
employees, both free and non~free, are
meals, housing (including utilities) and
laundry sexvice.
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We examined Kula's policy and practices
concerning each of these perguisite
items to determine: (1) whether or not
any of these perquisite items-—meals,
housing and laundry--should continue to
be made available to Kula's employees;
{2} whether or not there are any cir-~
cumstances which justify making any of
these perguisite items available to any
of Kula's employees at no cost: and

(3) wlether or not, where applicable, a
"reasonable value" is being charged the
employees for the perguisite items.

1. Statutorv and policy referenges. A
brief summary of the State statutes on
perguisites and of the State and hos-
pital perquisite policies is necessary-
This summary will provide a genexal
framework which will be helpful in
understanding the perguisite problems
existing at Kula.

a. Statute. The basic law governing
the administration of employee pergui-
sites is set forth in section 4-12, RLH
1955, as amended. It reads,

*Each department shall determine,
subject to the approval of the
chief exescutive officer and under
such directives as he may issue,
the reasconable value of allowances
rendered to employees in the form
of quarters, heat, light, house-
hold equipment, maid service,
laundry service, or cther perqui-
sites at the expense of the gov-
ernment but not for the convenience
or benefit of the government and
cause the reascnable value of such
allowances to be deducted from the
compensation of such employees...."

The statute is concerned only with the
question of when charges for perguisites
should be assessed against the employ-
ees. It is silent on the questicn,
when, if at all, perguisites, free or
not free, may be made available to
employeas.

#While this report is not concerned
specifically with it, we note that
even where the cost of the perquisites
is borne by the government, the cost
of each perguisite item should be noted
for accounting purposes. We note,
further, that the statute prevides for
“reasonable value" when the perquisites

3B

are not for the convenience or henefit
of the government. "Reasonable value"
is not the same ag "market value." It
is usually less than "market value."

h. State policy. The State policy on
perquisites is set forth in Governor's
Administrative Directive No. 7. en-—
titled, "Administrative Policy for
Administration of Employee Percuisites,"
dated October 7, 1963. The State
policy {1} spells out the conditions
which must exist before perquisites,
such as meals, housing and laundry ser-—
vices, may be made available to employ-
ees; (2) defines what is meant by
vsonvenience or benefit of the govern-
ment” as that phrase is used in section
4-12, RLH 1955, as amended, and speci-
fies when employees may ke granted
perguisites at no cost; and (3} provides
broad guidelines in establishing the
vreasonable value" of meals and laundry
gservices which section 4-12 reguires to
be paid by employees when the percui-
sites are not for the convenience or
benefit of the government.



c. BState department of health poliey.

On October 23, 1964, the State department
of health issued its revised policy on
employee perquisites, applicable to all
employees of the health department. The
policy generally follows the State policy
In addition, it establishes the rates to
be charged for employee's living guar-
ters, on the per bed and per room basis.

d, Kula's poliecy. On Q¢tober 12, 1965,
the managing committee of Kula Sanatorium
adopted its "Perguisite Policy." dated
September 14, 1965. Kula's policy, iIn
general, follows the format and the
language of both the State and the
health department's policies. In several
respects, however, it violates the in-
tent of the State policy. We will
examine these in the subsequent portions
of this section.

2. Meals

a, Availsbility to employees. Kitchen
facilities are a necessary part of

Kula's normal operations, As such, it
is readily accessible to the employees

of Kula whe must eat somewhsre during
their normal work day. So long as meals
are prepared as part of the institution's
normal operation, there is no reason
why meal service should not be availabla
to the employees, provided it is conve-
nient to do so.

b. With or without cost to employges.
Kula's policy is consistent with section
5-77, RLH 1955, as amended, which
autherizes free meals to employees when
emergency work precludes the enjoyment
of the normal meal period or when over-—
time work is performed without a 24-hour
notice and tha employee is unable to go
home for his meals. In all ¢ther cases,
employees are required to pay for meals
taken at the sanatorium.

c. Reasonable value. Kula's policy

provides that "meal charges shall e
based on the cost of raw food." The
policy sets the meal rate at 55 cents
per meal, effective January 1, 1966, and
provides for an annual review and adjust-
ment, where necessary, of the raw food
cost. In our opinion, the setting of

meal rates at "raw food <ost" is not in
keeping with State policy. The State
pelicy provides,

“Meal charges should be based on
the cost of raw foodstuffs until
adeguate_gost data can be accumu-—
Tated Lo determine the total

allccable cost of progucing meals.”
{Emphasis added.)

The intent of the State policy is, then,
that "raw food cost" should he the he-
ginning, but only the beginning. It
reguires the accumulation of cost data
go that the total cost of producing
meals may be properly allocated to the
meals taken by employees. Kula has not
accumilated this cost data to properly
determine the "reasonable value" of the
meals consumed by its employees.

In this connection, we note that the
department of health's policy sets an
arbitrary 40 cents per meal for all
meals consumed by employees at all
State-owned facilities. We do not be-
lieve that the cost of meals at all

institutions is necessarily the same.
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One incidental aspect of Kula's meal
practice should ba mentioned. &Is &
gesture of courtesy, Rula authorizes
free meals to State and county employ=
ees from other agencies who happen to be
doing business at the hospital during
meal periods. We find no valid justi-
fication for this practice since they
are not required to have their meals at
the hospital by reasom of their offi-
cial duties. We believe that these
individuals should ke responsible for
purchasing their own meals. Government
employees may be reimhui:sed for the cost
of meals from their respective employers
if conditions outlined in section 5-77
apply to the circumstances of the meals
consumed.

3. Laundry service

a. Availabilitv to employees. Laundry
facilities, just as kitchen facilities,

are a part of Kula's normal operations.
However, the facilities at Kula handle
only such items as towels and pajamas

that reguire only washing and folding.



All other items that require starching,
pressing and dry cleaning are sent to a
commercial laundry in Wailuku.

The department of budget and finance in
its audit report noted the heavy re-—
liance placed by Kula on commercial
laundry services, and recommendad that
Kula explore the possibility of opera-
ting a laundry jeintly with Mauwi Memo—
rial Hospital which has a fully-equipped
facility.

So long as Kula operates only limiced
laundry facilities, the use thereof can-
not conveniently be extended to its

' employees who generally require the
laundering of their personal clothes
and work uniforms, which are starched,
pressed and dry cleaned. The State
policy provides,

"Laundry services may be extemded
to employees when the existence of
government laundry facilities makes
it convenient to provide such
services."
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Laundry facilities of the kind needed to
launder employees' parsonal clothes and
work uniforms do not exist at Kula.

h. With or without cost to emplovees.

Whether or not the employees should be
charged for laundry services is a ques-—
tion which has applicability only if
laundry facilities of the kind reguired
by the employees exist at Kula. Assum-—
ing that it does, both the State and
Xula's policies are clear that "no
personal clothing or work uniforms shall
be laundered at the expense of the
hospital."

c. Reascnable value. Both the State

and Kula's policies state,

"Where laundry services are provided
as a convenience to.the employee,
such service should be based on a
reasonoble charge schedule."

ns long as Kula does not have its own
laundry facilities of the kind required
to launder the employees' personal

cleothing and work uniforms, and so long
as all hospital laundry reguiring
starching, pressing and dry cleaning
must be sent to a commercial laundry,
the cost of laundering any employee’s
clothing and work uniform picked up by
the hospital and sent to tha commeraial
laundry should be paid for by the en-
ployee ak the rate charged by the com-—
mercial laundry. To charge less would
mean that the employee's ¢lothing would
e laundered at the hospital's expense.
in viclation of both the State and

Kula's pelicies.

We note that despite Xula's policy on
laundry, in practice, the personal uni-
forms of registered nurses, practical
nurses and kitchen personnel are still
being laundered at no cosk to the em-
ployees.

4, Housing. FKula's policy regarding
the furnishing of housing facilities to
its employees leaves much to be desired.
Tt is confusing, discriminatory and in-
consistént in its statements and appli-
cation.

a. Availability. The State policy
provides that living guarters may be
provided government employeess

v"a. When it is pecessary hecause
of geographic isolation and extreme
inadequacy or absence of private
housing facilities, or

", When it is necessary to acquire
actual additional service which,

dus to the character of the employ-—
ment, may be reguired at any hour of
the day or night; or

"s. When it is necessary to meet
emergencies invelving the care and
preservation of government property
and the safeguarding of human life."

currently, Kula Sanatorium maintains
four dormitories for single, unmarried
employees and several family cottages.
he dormitories and cottages are made
available to the following regular em-
ployees:

Dormitories

Male Kitchen employees
{"kitchen boys"}

Male ward employess {‘ward boys")
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Female ward employees ("ward girls")

Registered nurses

Single family cottages
Assistant hospital administrator
X-ray technician
Senior medical laboratory technician

Seamstress

For purposes of our discussion, the
above-listed employees are grouped thus:
(1} Stand-by emplovees—-the senior
medical laboratory technician, the X-ray
technigian and surgery nurses: (2) Other
emplovees (married)--the seamstress and
the assistant hospital administrator;
and (3) Other employees {single or up-
married) --kitchen boys, ward boys, ward
girls, and registerad nurses other than
surgery nurses.

(1) Stand-by employees. Kula's policy
makes housing facilities available to
the X-ray technician, the senior medical
lakoratory technician and surgery nurses
on the second condition spelled out in
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the State policy, that is, "it is neces-
sary to acquire actual additional ser-
vice which, due to the character of the
employment, may be required at any hour
of the day or night." These employees
do perform stand-by services at all
hours of the day and night. Their pres-
ence on hospital grounds is essential

to the hespital's operations. Thus, the
extension of housing facilities to them
is proper.

(2) Other emplovees (warried). Kula's
policy extends cottage living quarters
to the assistant hospital administrator
and the seamstress, but for different
reasons. The assistant hospital admin-
istrater is permitted living guarters
on the third condition enumerated in the
State policy: that is, it is "necessary
to meet emergencies involving the care
and preservaticn of government property
and the safeguarding of human life.,"

We find that this conditicn does not
apply to the assistant hospital admin-
istrater. The nature of his dQuties
does not make it necessary that he

reside at the hospital to meet emergen-—
cies involving the care and preservaticn
of govermment property or the safe-
guarding of human life. Nor is he re-
quired to provide regular and scheduled
stand-by services. In fact, the assis—
tant hospital administrater maintains
his usbal residence in Wailuku and com—
mutes between his Wailuku home and the
hospital. He rarely uses the living
quarters assigned to him on the hospital
grounds. Thus, the actual practice ne-
gates the reascn cited in Kula's policy
to justify the extensicn of housing
privileges te him.

Kula's policy cites "extreme inadequacy
and absence of private housing facili-
ties" as the basis for extending family
living guarters to the seamstress. This
reason does not seem to square with the
facts. Apparently, Kula's married em-
ployees have little difficulty finding
private housing; practically all of them
commute to work from outlying areas.

s we point out later, housing for

married couples is less acute Or critical
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than housing for single persons. There
is, thus, little justification for making
hospital sponsored housing available to
the seamstress, Kula's policy recog-
nizes this. It expressly provides that
the housing facilities now used by the
seamstress will be discontinued when

she retires or terminates her employment
with the hospital. We believe that the
housing privilege now enjoyed by the
seamstress should be discontinued with
reasonzble speed, and that the discon-
tinuance of that privilege should not
be dependent upon her retirement or the
termination of her employment.

{3) Other emplovees {single or un—
married) . All of Kula's four employee

dommitories are expressly reserved for
and used by single or unmarried employ-
ses. None of these present co¢cupants
(other than registered surgery nurses)
qualify for housing facilities under
either conditions "b" or "¢" of the
State policy: that is, the responsibili-
ties of none of them require that they
perform stand-by services or that they



be readily available to meel emergencies
involving the care and preservation of
gavernment property and the safeguarding
of human life. If any of these single
employees is to guralify for housing
privilege, that privilege must be
grounded on condition "a"--that is,
hospital sponsored heusing must be
"negessary because of geographic isola-
tion and extreme inadequacy or absence
of private housing facilities." Kula
Sanatorium attempis to do just that.

We find, however, that the sanatorium's
policy and practices with respect to the
extension of housing facilities to sin-
gle employees are deficient.

First, Kula's policy is discriminatory,
It discriminates between the unmarried
nurses and the other unmarried employ-
@es. It provides that nurses are to be
extended housing privileges because of
"geographic isolation" and "extreme
inadequacy or absence of private housing
facilities." Housing privileges, how-
ever, are exXtended tc the other un—
married employees simply on the ground

45

of “extreme inadeguacy or abscnce of
private housing facilities." 2aAs we
explain later, the omission of “gecgra-
rhic isolation” with respect to these
other employees is intended to distin-
guish them from the nurses for the
purpose of granting free housing te the

latter, but not tc the former. We can
see no reason why "geographic isclation”
should apply to the nurses, if it is not
applicable to the other single employ-

ees.

Second, "geographic isolation", which is

cited to justify the extension of hous-
ing privileges to the nurses, may once
have aptly described Kula Sanatorium;
but that description does not apply
today. The community of Kula is no
longer as isolated geographically as it
once was. Improvements in highways and
modes of transportation have made Kula
Sanatorium more readily accessible to
urban and suburban areas of Maui. It is
not uncommon for employees of the hos-
pital to commute to work from various
parts of the island. Under these

conditions, “geographic isolation" is
not a pertinent factor today to justify
making housing available to any of
Kula's single employ=es.

Although the hospital is no longer
"geographically isolated," there is
perhaps something to be said for the
"iradequacy or absence of private hous-—
ing facilities" for single employees.
Generally, it appears that married em-
ployees are able te find private housing
within commuting distance of the hospi-
tal. But, unmarried emplovees are said
to encounter some difficulty in finding
private housing in the vicinity of or
within a reasonable commuting distance
from the sanatorium. The State policy,
however, does not permit living quarters
to be made available simply on the basis
of "inadequacy or absence of private
housing facilities."” It requires that
the inadequacy or absence be coupled
with "geographic isolation” and that it
be "extreme." “Geographic isolation"

no longer exists; and the inadequacy or

absence of private housing facilities
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for single employees can hardly be
described as “axtreme," especially when
other employees commute to work from
various parts of Maui.

Kula's policy provides that heusing for
the nurses shall ¥e "discontinued" and
housing for the other single employees
shall be "discontinued and attritioned"
as the “"incumbents retire or terminate
their employment with the hospital."
This declaration tacitly recognizes that
"geographic isolation" does not exist
and that the "inadegquacy or absence" of
housing for unmarried employees is not
necessarily "extreme." At the same
time, it reveals the hospital's concern
that single employees may find it gif-
ficult to find private housing.in the
vicinity of the hospital and that these
employees may not ¢ontinue working at
the hespital if they must commute from
outlying areas. Thus, the hospital's
policy takes a middle ground and permits
single employess, who were living in
hospital-sponscred quarters at the time
of the adoption of the poliey to continue



to do so, but at the same time ostensi-
bly rules out living quarters for any
future, single employee.

The root of Kula's problem is that it
considers the State policy as inflexible
and incapable of change. It thus at—
tempts to use the condition enumerated
in the State policy to justify its ac-
tions, when justification perhaps lies
alsewhere.

We know of no concerted effort by Kula
Sanatorium to survey the availability of
private housing for and the housing
preference and attitudes of urmarried
employees to determine whether or not
there are reasonable grounds (other than
those set forth in the State policy) to
extend hospital-sponsored, housing fa-
cilities to these employees. We believe
that such a survey should be conducted.
although it need not be an in-depth
study, the findings should be documented.
And, if the hospital finds that there
are compelling reascons, other than those
contained in the State policy, for the
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extension of housing facilities to
single employees, it should seek either
an exception or amendment to the State
policy.

Third, although Kula's policy, as
written, rules out the extension of
living quarters to single employees
hired after the adoption of the policy,
the hospital has nonetheless extended
dormitory accommodations to a new em-—
ployee. This experience, of course, .
accents the apparent difficulties which
the hospital faces with regpect to hous-
ing for single employees.

b. With or without cost to emplovees.

The State policy permits free housing
only when one or both of the following
two conditions exist:

ra, When neceasitated by isolated
conditions of employment and when
the freedom of choice of an emploves
is highly restricted as a result of
such geographic condition; ox

"L, When an employae is required
to render actual services on a
schaduled or constantly recurring

basis after normal working hours in

exchange for government guarters, as
provided for under Section 5~72(3),

KLH 1955, as amended.”

Kula's policy uses thess conditiens to
justify free housing for some of its

employees. Our findings follow.

{1) Stand-by employees. Kula‘s policy
provides free housing for the X-ray
technicien, senior medic'a\l laboratory
technician and surgery nurses who per-
form stand-by services. Free housing
for these employees is properly justi~
fied under condition "B" of the State
poliey.

(2) Assistant hospital administrator
and registered nurses {other than
surgery purses). Kula's policy éxtends
free housing privileges to the regig—
tered nurses and to the assistant
hospital administrater on the grounds
of "isolated conditions of employment.'
This condition is not cited for any of
Kula's other amployees. We believe that
this selective use of poliey e¢riterion

to justify free housing to only certain
enployees and not to all employees is
disceriminatory and unfaix., There is nc
substantial difference between regis-—
tered nurses, the assistant hospital
administrator and other employees in
their requirements for housing. Xula
tacitly recognizes this fex its policy
provides that housing facilities for
both nurses and cther employees shall
ha terminated as "incumbents" retire
or are separated from service to the
hospital. TIf "isolated conditions of
employment” is indeed a valid consider-
ation for justifying free housing, which
we do not believe to be so, then it
should be a condition of egual applica-
bility to all other employees since the
place of employment is the same for all
employees. We £ind, therefore, ‘that
"igolated conditions of employment” is
not a valid reason to support the ex-
tension of free housing privileges to
employees of Kula Sanatorium.

We note further that this extension of
rent~free privileges to registered



nurses and the assistant hospital ad—
ministrator cannot ke effectively -
justified on other grounds. Neither
the registered nurses (other than
surgery nurses) nor the assisteant hos-
pital administrator provide regular
stand-by services; thus. condition "b"
of the State policy is not applicable.
Moreover, as we noted earlier, the
assistant hospital administrater is not
required to maintain residence on hos-
pital grounds (as evidenced by his
commuting to work from Wailuku) ; and
sven if we assume that he is entitled
to housing because his presence 1s
needed on hospital premises to respond
to emergencies, this is insufficient
under the State policy to justify the
extension of such housing privileges
without rental charge. Thus, his freea
housing privilege cannot be based on the
need for his ready availability to meel
emergencies at the hospital.

In generzl, we conclude that registered
nurses and the assistant hospital admin-
istrator are not restricted in their
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choice of residence by any of Kula's
aperaticnal requirements. and that their
residency on hospital property is &
matter of personal choice to suit their
oim convenience and not the convenience
of the hospital. The extension of free
housing to these employees is, therefore,
not justified.

{3} Kitchen boys, ward bovs, ward
girlg and the seamstress. Kula's
policy expressly charges a "nominal"
monthly rental of $15 per bunk or bed

in dormitories occupied by the kitchen
boys, ward boys and ward girls, and $20
per roon for the cottage occupied by
the seamstrass. However, in practice
these charges are not being collected
because Kula has exempted from paying
rentals all employees who were occupying
dormitory facilities and the cottage at
the time the policy was adopted in
October 1965. Apparently Kula is aware
of the discriminatory nature of its
policy which gives favored treatment te
registered nurses who occupy dormitory
facilities and has attempted to minimize

the inequity by simply not collecting
the rentals, which the pelicy charges,
from the kitchen boys, ward boys, ward
girls and the seamstress who were in
cccupancy of their quarters on the date
of the adoption of Kula's perguisite
pol:‘.r_'y.9 This practice, of course, has
led to further ineguities, since Kula
has not hesitated to eollect from kit-
chen boys, ward boys, and ward girls

who commenced their occupancy of dormi-

tories after the adoption of the policy.lo

Notwithstanding these ineguities, we
find no reasonasble grounds to exempt
these employees from paying rentals
for the use of dermitory or cot-
tage facilities. HNone of them provides
scheduled stand-by services to justify

®Under this practice, about 20 employ-

eas receive free living accommodation.

0ne employee moved into one of the
dormitories subsequent te the adopticn
of the policy and is reguired to pay
rant.
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free housing under conditicn "b" of the
State policy. »2nd, as in the situations
described for registered nurses and the
assistant hospital administrator, their
residency on hospital property is for
their own convenienge and kenefit and
not the convenience or henefit of the
hospital.

¢. Reasonable value. In defining how

the "reasonable value" of housing facil-
ities should be calculated, the State
policy provides no guidelines. Kula's
policy sets the following charges "io.
cover the costs of lodging and utili-
ties.

Monthly

Charges

Including
Quarters Util.
Ward Girls Bunk in Cottage 815
Ward Boys Burnk in Cottage 515
Kitchen Boys Bunk in Cottage $15
Seamstress 2-Bedroom House $40
Storekeeper 2-Bedroom House 540

Note: For the ward girls, ward boys
and kitchen boys, laundry costs
for hospital-owned hed linen and
blankets are included in the
monthly charges. For the seam-—
stress and the storekeeper, bed



linens are not furnished and
laundry ¢osts are not included
in the monthly charges.

Registeréd nurses and the assistant
hospital administrator are not included
in the schedule. This is because the
policy specifically exempts them £rom
the payment of rental. " The registered
nurses occupy beds in dormitories, and
thé assistant hospital administrator is
provided a two-bedroom cottage. Under -
the schedule above, the value of the
nurses' gquarters, including utilities is
$15 per month and the value of the
assistant hospital administrator's cot-
tage is $40 per month.

The above schedule is comparable to that
set forth in the perguisite policy of

the State department of health, thus:

Single room with community

bath - « s « + « + = = =« - - §15 per
month

Mwo-bedroom unit . . . . - - $35 per
month
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We do not believe that these rental
charges are sufficiently "reasonable”,
as provided in section 4-12, RLH 1955,
as amended. Reasonable rental is re-
quired since none of the housing facil-
ities furnished the regular emplovees,
including the registered nurses and the
assistant hospital administrator, except
the stand-by employees, is for the con-
venience or benefit of the government.
Reasonableness of the rentals depends
on the age, size and construction of the
building, the utilities furnished, and
the prevailing rental of comparable
facilities in the community, ameong other
factors. The schedule does not take all
of these into account.

For example, the electricity cost alone
for the cottage used by the assistant
hospital administrator is an average of
45.69 per month—-and the assistant hos-
pital administrator uses his cottage only
occasionally. Based on the average
monthly cost as shown in Table III, it
would not be unreasonable to estimate an
anhual cost of over §2,000 just to

provide electricity to the eight single-
family cottages occupied by employees
and other persons. When other utility
costs are considered (e.g., water,
telephone, electricity for the employee
gormitories) the total commitment and
expenses assumed by the hospital to
support its housing programs would
probably be of significant propertions.

52



TABLE ITI

Bi-Monthiy Electrieity Costs for Single-~Family Cottages

Wov. 18 Jan, 17 Mar, 17  Average
to to to Monthly

Jan. 17 Mar. 17 May 16 Cost
Superintendent $ 89.04  $101.03 § 25.58 § 35.94
Resident Fhysician 65.96 65.63 61.78 32.23
Assistant Hospital Administrator 12.35 10.76 11.00 5.69
Sr. Med. Lab. Tech. 46.74 49.75 46.32 23.80
X-ray Technician 43.69 46,69 54.35 24.12
Storekeepe 1.37 - - -
Dobashi Store 44,11 41.15 39.93 20.87
peychiatrist® 52,05 55.72 48.29 26.01
$355.31  $370.73 $287.26  $168.66

E/RF_-i::‘L::ec'i. Quarters converted to other uses.

1—:"/]Em-n;_)loyed by the department of health but is provided quarters

in exchange for psychiatric services.

Source: Billings of the Maui Electric Gempany, Ltd. (Each

cottage is metered separately.)
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d. Stand-by housing. Under both the
state policy and Kula's policy, housing
is authorized for employees reguired to
perform stand-by duties. The State
policy provides that such housing may be
offered free to such employees,

"When an employee is required to
render actuygl services on a
scheduled or constantly recurring
Lasis after normal working hours

in exchange for government quarters,
as provided for under Section 5-72
{j). RLE 1955, as amended."

Kula's policy authorizes free housing,
subject to the provisions of section
5-72(3}, to the following employees who
are required to perform stand-by duties:
surgery nurses, the senior medical
laboratory technician, and the X-ray
technician. Currently, none of the
surgery nurses occupies hospital quar-
ters, although both the seniecr medical
laboratory technician and the X-ray
technician do.

Section 5-72{j). RLH 1955, as amended,
provides:
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"An employee who, by agreement
with the head of his department.,
performs stand-by or emergency
service in excess of his nmormal
hours of work in exchange for
accomnodations provided him for
the convenience of the government,
shall not be entitled to overtime
credit for such service except
for emergency Service rendered
on his scheduled day off."

This section of the law should be read
in conjunction with section 5-76, on
stand-by time pay:

"Any employee of the State or any
county, or independent board or
commission therecf, who is on
stand-by duty after his normal
hours of work, or on weekends or
holidays, shall, for each day on
which he renders such service, be
paid, in addition to his basic
compensation, an amount equal to
five per cent of his daily rate

of compensation. An employee shall
be deemed to be on stand-by duty
when he is assigned by the head

of the deparitment or other superior
to remain at home or at any other
designated place for a specified
period for the purpose of responding
to calls for immediate service.

The fact that an employee may be
called to duty in cases of emergency
shzll not, unless such employee is
on stand-by duty, entitle such



employee to the additional five
per cent compensation; but, if
called to duty, he shall be én-
titled to overtime compensation.”

The provisions of the two sections may

be summarized thus: 11

. For each day that an employee is
required to perform stand-by duties,
he is to be paid a premium of five
per cent of his deily pay rate.

. If, while on stand-by, the employee
is required to respond to an emer-—
gency, he is to be credited with
overtime.

. 1If, however, the employee occupies
government guarters, under agreement
to perform stand-by duties in ex-
change for such guarters, he is not
entitled to stand-by premium or
overtime credit for responding to an
emergency while on stand-by. He is
entitled to receive cvertime credit
only if he performs emergency s&xr=
vice on his scheduled day off.

ll'I'he State's personnel policies ave
generally in accord with this summary.
See State Pergsonnel Manual, chapter
B-3, secticns 8.304b(3} and 8.311.
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Kula's policy is in agreement with the
foregoing summary.

As far as we can ascertain, there are no
formal, written agreements hetwaen the
senior laboratory technician and the
X-ray technician and the hospital to
exchange housing for stand-by services.
Such agreements, however, can be im-
plied. The two employees' duties
require stand-by services. and both
occupy hospital quarters. Presumably,
both were, and are, aware of the pro-
visions of Kula's policy. %hus, neither
the senior laboratory technician nor the
X-ray technician should be entitled to
premium pay or overtime credit for
stand-by or emergency services performed

except on his scheduled day off.

We find, however, that in violation of
the State statute and Kula's own policy,
both technicians have been credited with
overtime, regardless of whether or not
the overtime was worked on their sched-
uled day off.

Regommendations

With respect to regular employees' per-

quisites, we recommend :

Meals

1. The State department of health re-
view and revise its perquisite policy so
that proper guidelines are set to enable
public institutions under the jurisdic-
tion of the department to establish
reasonzble rates for meals furnished
employees.

2. The State department of health and
the county of Maui, through the managing
committee of Kula Sanaterium, direct
Kula's staff to make an immediate study
of the costs of preparing meals at Kula,
and upon the completion of such study.
revise, as needed, the meal rate charged
Kula's employees, so that the rate will
properly reflact the total allocakle
cost of producing meals. The depart-
ment of accounting and general services
should render all such assistance as

may be reguired in this cost allocation
study.
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3. The State department of health and
the county of Maui, through the mznaging
committee of Kula Sanatorium, take prop-
er measures to insure the discontinuance
of the practice of providing fres meals
to employees of other government agen-

cies on business at Kula.

Laundry services

4. The State health department and the
county of Maui, through the managing
committee of Kula Sznatorium, discontin=
ue the cleaning cf employees’ personally-
owned work clothing and uniforms at the
expense of the hospitali and further,
that employees reimburse the hospital
for the actual cost charged by the com-—
mercial laundry for the cleaning of
personally-owned ¢lothing.

Housing

5., The State department of health and
the county of Maui direct the managing
committes of Kula Sanatorium to phase

out or convert to program-oriented uses

all employee cottage facilities, exaept



those set aside for the quartering of
employees required to perform stand-hy
dAuties on a regular basis.

6. The State department of health and
the county of Maui, through the managing
committee of Kula Sanatorium, survey
housing conditions of communities within
reasonable commuting distance from the
hospital to ascertain the existence,
extent and operational implications of
housing shortages for single male and
female employees and the need for hos-—
pital sponsorsd housing facilities for
these employees.

7. Pending the termination of all
operationally non=essential housing
facilities, the State department of
health and the county of Maui, through
the managing committee of Kula Sanato-
rium, provide for and insure the col-
lection of rentals for the use of the
dormitories and cottages by a2ll regular
employees, including the registered
nurses and the assistant hospital admin-
istrator, but excepting the senior
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medical laboratory technician and the
X-ray technician who occupy their prem-
ises in exchange for performing stand-by

and emergency services.

8. The State director of health and the
county of Maui direct the managing com-—
mittee of Kula Senatorium to reassess
the rentals now being charged the em-
ployees for living quarters and to
establish reasonable rates, taking into
account the age, kind and size of the
quarters, the cest of utilities, repair
and maintenance costs, fire insurance
premium ¢osts, and the rentals being
charged for comparable guarters in the
community. The State department of
accounting and general services should
render such assistance as necessary in
the estabklishment of reascnable rentals.

9, The State department of health and
the county of Maui, through the managing
committee of Kula Sanatorium, execute a
written agreement whereby the senior
medical laboratory technician and the
X~ray technician will agree to render

stand-by and emergency services on a
regular basis after normal working
hours, in exchange for rent~free living
quarters.

10. The State department of healith and
the county of Maui direct the managing
committee of Kula Sanatorium to termi=-
nate the granting of overtime credits to
the senior medical laboratory technician
and the X-ray technician for stand-hy
and emergency services rendered by them
on other than their regularly scheduled
day off.

ADMINISTRATICN OF REGULAR EMPLOYEES'
VACATION

‘The entitlement to and the administra-

tion of employee vacation credits are
governed by the laws of the State and
the ¢ivil service rules and requlations
of the respective counties. Pursuant to
these basic conditions, each department
in turn develops its own internal pro-
cedures and operational policies for
administering the vacations of its em-
ployees,

Our review of Kula's vacation adminis-
traticn practices points out significant
deficiencies which have caused (1) the
unnecessary forfeiture of vacation cre-
dits by some of its employees; and (2)
the unauthorized granting to an employee
of vacation which was not actually
earned.

1. Vacation forfeitures. Section 5-30,
RLH 1955, as amended, allows government
employees o earn vacation credit at the
rate of gne and three—gquarter working
days for every month of service. Gen-
erally, an empleyee may not accumulate
and carry over Lo sucg¢eeding years vaca-
tion credits in excess of 15 days each
calendar year, and he may not accumulate
vacation credits in excess of 290 days at
the end of any calendar year. The law,
however, anticipates the need for man-
agement latitude, especially in cases
where an employee is needed at his job
and time cannot bhe arvanged for him to
take his vacation. Section 5-30, thus,
permits management to autherize an em-—

ployee to carry over vacation c¢redits in



excess of 15 days and allows managément
to pay, in cash, vacation credits which
have accumulated at the end of any
calendar year in excess cof 90 days.

At Kula, due to management oversight, in
calendar year 1965, four emplayees
apparently lost vacation credits which
aceumulated in excess of 15 days, and
four employees foxfeited vacation cre-—
dits which accumulated in excess of 20
days. In both situations, Kala's man-
agement failed to give pricr approval
for the accumulation of vacation credits,
or to insure cash compensation as appli-
cable. We believe that the major defi-
ciency which led to the forfeitures was
the lack of adequate administrative
supervision over employee vacations.

The employees' vacation status was not
compiled until April, 1966, more than
three months after the close of the
calendar year. By then, this informa-
tion was not readily usable for admin-
istrative action since all necessary
adjustments should have been taken prior
to the close of the calendar year. Even
if this informaticn was known to
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supervisors before the clase of the
year, the fact is that follow-up was net
made to ¢orrect the sitvation then. Te
avoid such inadvertent cmissions in the
future, Kula's management shcould issue
clear instructions to the staff requir-
ing timely review and corrective actions
by supervisors well in advance of the
close of each calendar year.

2. Grantipng advance vacation. Rule 2.7
of the county of Maui's civil service
rules and regulations expressly states
that " . . . vacation, which has not
heen earned, shall not be granted in

w12 Iy violation of this rule,

advance.
Kula granted one employse ten and one-
half days of vacation in excess of what
was actually earnsd. It appears that
the employee had been injured on the job

and was receiving workmen's compensation

12County of Maui, "Rules Relating to
Vacation and Sick Leave for Officers and
Employees of the County of Maui,”
affective Hovember 26, 1963.

benefits during the ten and one-half
days that he was out of work. Kula
placed the employee on "vacation with
pay" status, when it should have put
him on "leave without pay" status, This
problem arose because of management's
failure to apply properly the couniy
civil service rules relating to vaca-—
tions and leaves.

Recommendations

We recommend:

1. The State department of health and
the county of Maui direct the managing

committee of Kula Sanatorium to:

{a) instruct its line supervisors to

review the vacation status of assigned
parsonnel at or skoul the beginning of
the last quarter of each calendar year:

(b) effect appropriate rescheduling of
vacations as necessary so that accumu-
lation of excess vacation credits and
unnecessary forfeitures at the end of
the year may be aveided:

&0

(¢) institute procedures whereby ad-
vance authorization can be secured in
proper casés to allow employees t0 carry
forward excess vacation credits inteo the
following year;

{d) instruct the hospital business
office to screen, before the close of
each calendar vear, employee vacation
records to pick out the exceptional
cases of vacation credit accumulation
for management attention and action; and

{e) refer the case of the employee who
received unearned vacation to the county
attorney and the county c¢ivil service
department for appropriate action to re—
cover the compenssticn improperly paid.

2. The county of Maui civil service
department take such steps as necessary
to insure full understanding of and com-
pliance with the ¢ivil service rules and
regulations by Kula Sanatorium's manage-
ment and personnel,



PHYSICIANS' EMPLOYMENT CONTRACTS

Kula Sanatorium's twe staff doctors,

the superintendent and the resident
physician-surgecn, are employed under
separate contractual agreements with the

managing committee. Current contracts

have been in force since September 1,
1964. Both contracts are hased on the
provisions of section 3-61(1), RLH 1955,
as amended, which exempts from the

county civil service,

vPositions filled by perscns
employed on a fee, contract or
piecework basis whe may lawfully
perform their duties concurrently
with their private business or
profession or other private em-
ployment, if any, and whose duties
require only a portion of their
time, where it is impracticable

to ascertain or anticlpate the
portion of time devoted to the
service of the county and such
fact is certified to by the
director fof the county eivil
service/; !

A similarly-worded exemption is found in
section 3-20(n), which applies to the
State civil service.

&l

Specific terms of each contract ineclude
stated monthly compensation; awuthoriza-—
tion to engage in part-time private
practice; free housing, including util-
ities and kitchen equipment; flat,
monthly, automobile allowances: flat-
work laundry services; yard and mainte—
nance services; entitlement to continued
membership in the State retirement sys-
tem; and vacation and sick leave privi-
leges under applicable provisions of
chapter 5, RLH 19535, as amended.

In consideration for the above, the
superintendent and the resident physician-
surgeon have respectively agreed to
provide all necessary medical and sur-
gical services to patients whose hospi-
talization is paid from State or county
funds, or both, giving them priority

‘over the physicians' cwn private patients,

They further agreed "to comply with
applicable provisions of Chapter 5, RIH
1955, as amended." The administrative
duties and responsibilities of the
superintendent are not specified; but,
it is generally understood that he shall

be in overall charge of the hospital
under the immediate direction of the
managing committee.

Both contracts have no texrmination date,
although they do provide for renegotia-
tion by either party upen 60 days'
written notice. The contracts alse
provide for termination for reasons such
as incompetency, negligence, irresponsi-
kility, incapacity, and for other causes
specified in section 64-7, RLH 1955, as
amended (relating to revocation or
suspension of licenses to practice
medicine) .

1. Physicians' emplcoyment status.
Section 3-61{l), RIH 1955, as amended,
under which the physicians' contracts

were executed, essentially governs the
engagement of services of persons who
are independent or self-employed con—
tractors. The words, "persons employed
on a fee, contract or piecework basis
who may lawfully perform their duties
concurrently with their private busi-

ness or profession,” imply that the
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contract employee has a business of his
own and that the government, if it con-—
tracts for his services, becomes but one
of his business ¢lients. The gdvernment
pays for his services, net in salary,
but at a specified fee or a total con=

tract price or an agreed per unit price,

Thus, a perscn hired by "fee contract"
is not a government employee in the
usual sense., The usual employer-
employee relationship does not exist
between the government and the con-
tractor. Being a contractual arrange-
ment, the government can expect only
those services, and the independent
contractor can expect only that remu-
neration, which are specifically set
forth in the contract., The usual bene-
fits granted to dovernmant employees do
not, therefore, automztically apply to
those under contract, The memorandum

of the county attorney of the county of
Maui to Kula Sanatorium, dated BAugust 27
1363, beers this out.

dum, the county attorney said,

In the memoran-—



"in hiring a person on a fee basis,
such pergon does not become an

employee of the State or pelitical
subdivision, snd consgeguently dees
not enjoy any of the rights or
privileges extended to persons
hired on some other method....

"
Although the physicians are hired on
contract, in practice, there is a
considereble amount of confusion in the
treatment accorded them. They are at
times treated as if they are regular,
part-time employees; at other times,
they are treated strictly as contract
employees. There is a tendency to
acecord them fringe benefits and privi-
leges which are generally reserved for
regular employees only: at the same
time, there is a tendency to shield the
physicians from those restrictions
which are imposed on regular employees.
These tendencies, of course, work to the
benefit of the physicians.

In the following sections, we examine
some of the problems which arise from
this treatment accorded the physicians.

2. Physicians®' non-contractual benefits.
Although the physicians' contracts are
silent on the matter, the follewing
benefits, which are reserved for regu-
lar, government employees, are granted
to the physicians:

. BSccial Security Tax — The State
presently contributes the employer's
share of this tax for both physicians
at the rate of 4.2 per cent of the
maximum faxable earnhings of $6,600
or approximatelY $277 a year for
each physician.l3

. Hawaii Public Employees Health Fund -
The State contributes $10 per month

or $12C per year, for each of the
physicians, both of wHom are present-
ly enrolled in the health fund. One
physician is enrolled for dental
benefits for which the State pays
$1.4C per chil@ per month.l4

13As reported in budget estimates
available through the department of
budget and finance, State of Hawaii.

14y formation received from the Hawaii
public employees health fund, depart-
ment of budget and finanee, State of
Bawaii.

We do not believe that an extensicn of
these benefits to the physicians is
legal., The payment of the physicians'
social security taxes and the enrollment
of the physicians in the State health
fund are attempts to treat the physi-
cians as regular employees of the State.

It seems that the above practices
evolved from the long and continuous
tenure of the doctors at the hospital
which tended to obscure their status as
independent contractors. It was gener—
ally assumed that they gualified to
participate in employee benefit programs:
and Kula Sanatorium's exercise of dis-
cretion was not usually questioned,
since it enjoyed a semi-independent
status with broad management authority.
But, the bhasic fact remains that the
physicians were hired and retained
through the years under fee contracts,
and under the provisions of law, they
are not entitled to the rights and
privileges of regular government employ=

eas.
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3. Physicians' contractual benefits.
We do not question the power which the
managing committee possessed under sec~
tion 148-25, RLH 1255, as amended, €o
enter into contracts with independent
contractors, where the conditions enu-
merated in section 3-61{1), RLH 1955, as
“amended, existed. Nor do we guestion
the general authcrity, which it had,
where such contraets were proper, to
negotiate the terms and conditions of
the contracts. However, we do guestion
the reasonableness and propriety of some
of the benefits which the contracts
extend to the physicians. These bene-
fits, and the reasons for our reserva-
tiong, are discussed below.

a. General comments. The question of
the propriety of granting certain en-
titlements in fee contracts was raised
some time ago, but was not conclusively
answered. In October 1961, the person-—
nel director of the county of Maui
requested the advice of the State
attorney general as to whether or not a
caontractual employee may be granted
benefits of a regular employee, such as



sick leave, vacation, membership in the
retirement system, etc. The State
attorney general failed to respond. As
a result, the issue remains unresolved,
HAowever, the department of the attorney
general did return a copy of a physi-
sian's contract with an "approved as to
form" notation inseribed on it. In
addition, the county of Maui personnel
director issued a certifiecate approving
the exemption of the physicians from
civil service., Both of these actions
were erroneously interpreted by Kula
Zanatorium as a validation of the con-
tents of the contract.

vapproved as to form" notation, in-
scribed by the attorney general or the
county attorney on any employment con—
tract, certifies that the document con-
tains the necessary elements to be a
binding and enforceable contrack. It
does not imply approval of the specific
terms contained in the contract. Dis-.
cretion as to the specific conditions of
the contract is generally left to the
contracting agency. The certification

&5

of the personnel director, as required
for special employment contracts executed
under section 3=61(1), mexrely certifies
the individual's exemption from oivil
service and does not signify approval of
the terms and conditions of the con-
t:ract.]'5 Therefore, we do not agree
that the certifications of either the
attorney general {as tc the contract
form) or the personnel director (as to
exemption from civil service) constituted
unequivocal approval of the specific
benefits and privileges expressed in the
physicians® contracts.

b. Vacation and sick leave., The phy-
sicians' contracts provide for vacatien
and sick leave benefits as set forth in
chapter 5, RLH 1955, as amended. The

contracts., however, do not specify

lSThis interpretation of the nature and
scope of the certification is explained
in Correspondence No. 313:24d of the
department of the attorney general to
the department of civil service, county
of Maui, dated May 25, 1956.

whether partial or full credits may be
earned. The practice has been to grant
these physicians maximum vacation and
sick leave credits comparable Lo that
earned by regular, full-time State and
county employees.

We do not believe that a person hired by
fee contracts should be allowed vacation
and sick leave privileges. As wWe pointed
out earlier, a contract employee is
actually a private, self-employed, busi-
ness operator, whe performs government
service concurrently with his private
business. As such, he generally sched=-
uiles his own vacation and makes such
arrangements as necessary in the event
of his illness. The contractor's
anticipated vacation is, indeed, a
factor to consider in determining the
fee or contract price. But, it is not
proper to grant tc the contract employee
vacation and sick leave privileges, as
if he were a regular government employee.

Even if vacatlon and sick leave privi-
leges may properly be included in the
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physicians' contracts, we do not believe
that the granting of the privileges in
full is justified, since the physicians
provide only part-time services. The
granting of full vacation and sick leave
privileges to the physicians constitutes
an unfair practice. FRegular employees
get only partial privileges, if they
work part-time. '

c. Retirement bepefits. The physicians
contracts guarantee the physicians
rights of membership in the State employ
sas' retirement system. We do not he~
ljeve that the managing committee of
Kula Sanatorium ever had the authority
to issue such guarantee. The authority
to determine membership eligibility is
vested in the board of trustees of the
State employees’® retirement system,
under the provisions of chapter &, RLH
1955, as amended. Furthermore, we do
not believe that the employment status
of the physicians can be equated with
that of regular government employees ta
enable the physicians to gain membership
in the retirement system.



d. Perguisites. The contracts provide
the physicians with the following per—
quisites——free housing. including util-
jties and kitchen equipment, flat work
laundry services, yard and maintenance
services and monthly auiomobile allow-

ances.

In a subsequent chapter, we discuss the
propriety of granting the physicians
flat, monthly, automcbile allowances.
We acknowledge that housing may be made
available to the physicians, consistent
with both the State and Kula's pergui-
site policies, which provide that living
gquarters may be made available "when it
is necesgary to meet emergencies in-
volving . . - the gafeguarding of human
1ife." Both physicians, under theix
conkracts, are subject to call at any
time %o perform emergency medical ser-—
wices. We further acknowledge that
laundry services may be made available
to the physicians, to the extent that
Kula's own laundry facilities are able
to provide such services, We do not
believe, however, that either of these
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serviges should be available at no cost
to the physiciana. Our reascns follow.

(1) Housing. Under the State perquisite
poliecy, living quarters, which may be
provided because of the necessity "to
meet emergencies invelving the safe-
guarding of human life, " are not author-
ized to be provided without charge.

Kula's perquisite policy seeks to jus-
£ify the granting of free housing to the
superintendsnt and the resident physician—
surgeon on the grounds of "isolated
condition of employment" and "restric-
tions on the doctor's freedom of cheice"
as a result of such isolation. As we
noted with respect to Kula's regular
empleoyees, the phrases, "isolated con—
ditions of employment" and "restrictions
on the freedom of choice," no longer
aptly describe the conditions at Kula.

As to the resident physician-surgeon,

Kula's policy adds the further raticnale
that the doctor needs "to respond and to
meet medical emergencies at any hour of

the day or night." The policy equates
this need to "stand-by" services. We
canhot zgree that this rationale justi~
fies free living guarters for the
regident physician-surgeon. He {and
also the superintendent) was hired by
contract to provide precisely that very
service——"+to respond and to meet medical
emergencies at any hour of the day or
night." It was, ostensibly at least,
because of this inability to say exactly
when his medical services would he re-
gquired that led to his contractual
employment under section 3-61(1), ELH
1855, as amended. That statutory pro-
vision, it will be recalled, permits
contract employment when the duties of
the perscns engaged "require only a
portion of their time" and “where it is
impracticable to ascertain or anticipate
the portion of time devoted to the ser-
vice of the county." Thus, the fee pro-
vided in the contract already compensates
the doctor for being on call at any time
to meel; medical emergencies.
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{z) Leundry service. The granting of
free laundry services viclates Kula's
own perquisite poliey, which requires
all employees, without distinction., to
pay for laundry services. The laundry
services promised in the physicians'
conkracts are sclely for the personal
benefits of the physicians and bear no
relationship to the duties required of
them. The contractual provision grants
to these physicians privileges which
regular employees are not entitled to
enjoy. As such, it is discrimin;dtory
and unfair to the other employees of
Kula.

(3) Meals. Although not provided in
either of the physicians' contracts,
both the superintendent and the resident
physician-surgeon have been enj-oying
free meals at the sanatorium, while all
regular employses are reguired to pay-
The granting of free meals to the phy-
sicians vioclates both State policy and
¥Kula's own policy and is an unwarranted
discrimination in faver of the physicans
against all other employees at Kula.



Neither the conditions of employment nor
the nature of the duties required of the
physicians justify the granting of free
housing, free laundry services or free
meals to them. All of thege services
are solely for the bpenefit of the physi-
cians and, as such, the physicians should
ke regquired to pay a Yraasonable value,"
determined in the same manner as for
other, regular employees of Kula.

4. The contract fees or compensation.

Although the superintendent and the
resident physician-surgeon are hired for
part-time services, their contract fees
{or compensation) are more comparabkle to
those of a full-time, regulax employee.
Since 1964, the superintendent has
received a monthly salary of $1,728

{or $20,736 amnually), which is more
than the salary paid to the administra-
tor of the Hawaii State Hospital, who
is a regui.ar, full-time employee of the
State. The resident physician-surgeon
is compensated at $1,528 monthly {ox
$18,336 annually), whieh is nearly
equivalent to the salaxy paid to a
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regular government employee on Step L-2,
at Salary Range 31. In addition, the
perquisites and fringe benefite which
are provided free to the superintendent
and the resident physician=-surgeon are
velued as follows:

Super-

Item intendent
value of housing [(mo.} $100.00
Value of meals (mo.) 7.00
Value of laundry {un-
services determined)
Autemobile allowance
{mo.) 100,00
Employer contribution
to social security and
State retirement system -
Vacation and sick leave —

Resident
Physician-
Surgeon Comments .
$70.00 As reported for
social sequrity
purposes
7.00 As r:éported for
social gecurity
purposes. Based cn
old rate of 30¢ per
meal
{un- Includes household
determined linen
Given regardless of
75.00 actual mileage
Same as government
- employees
—- Same as government
employees

The audit report of the department of
budget and finance recommended that the
salaries and other compensation granted
the physicians should bhe re—evaluaied
for consistency with the hiring policies
of the department of health. We agree
that such evaluation is necegsary. We
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believe, however, that any evaluation of
the physicians' compensation for part-
time services should be preceded by an
examination of whether or not one or
hoth of these physicians should be hired
under the civil service rulas and regu-
lations on a full~time basis. We



believe, Further, that if one or both of
these physicians are retained on a part-—
time basis, some standards must be
astablished to permit & meaningful evalu-
ation of the reasonableness of the com=
pensation to be paid for such part-time
services. In the subsequent sections,

we discuss both of these guestions.

5. Full-time versus vart-time. One of
the main featvres of the physicians'
contracts is the permission granted them
to engage in the private practics of
medicine, concurrently with theix public
duties, This means that the services
contracted for by the hospital were not
intended to be full-time services. In
our opinion, the position of the super-
intendent of the hospital should he a
full~time position, to be filled accord-
ing to the civil service rules and regu-
lations. We do not believe that the
position of the resident physician~
surgeon should be made a full-time
position at this time.

At

a. The superintendent. We believe that
the superintendent should be a full-time,
regular employee of the hospital for the
following. reasons.

. Among the duties of the superintend-
ent are those of administering the
affairs of the hospital, serving as
the medical director of the hospital,
and providing medical services. 7he
rasponsibility of administering the
affairs of the hospital itself is a
recurring and daily responsibility.
He has direct supervision over all
personnel and daily management of the
hospital. As medical director, he is
in charge of the welfare of all pa-
tients confined to the hospital. As
a physician, he is reguired to render
such medical services as needed at
any time of the day or night. The
nature, scope znd volume of duties
required to be performed by the
superintendent lead us to believe
that Kula Sanatorium needs a full-
time superintendent.

. Section 3-61{1), RLH 1955, as amended,
which governs the hiring of persons
by fee contract is basically appli-~
cable to services which are so
sporadic and special in nature that
thay are not oktainable under other
means of hiring. The duties of the
superintendent, however, are not of
that kind. His duties are such that
his full attention to the hospital is
in the best interest of the public.

Kula Sanatorium is a multiple-care
hospital. It has a number of differ-~
ent programs which require attention
and administration. The federal
"Medicare” programs are having a
broadening effect upon the hospital's
services. Kula is a 165=-bed hospi-
tal with an average patient, daily
census of 138. The size of the hos-
pital, the program and operational
neads of the institution, and the
changing scope and character cof the
hospital all point to a full-time
superintendent.

The level of compensation now being
paid the superintendent for part-time
services compares very favorably
with, if not exceeds the compensation
paid te full-time professional medi-
cal personnel at other hospitals
administered by the department of
health.

The presence in the hospital of at
least one full-time physician will
alleviate to some extent the problems
of priority created by the present
employment contracts which permit
both the superintendent and the
resident physician-surgeon to engage
in private practices of medicine.

The employment contracts state that
the physicians will give priority of
service to government patients over
their own private patients. In
practice, this requirement is Qiffi-
cult for the physicians to adhere to
and cannot be guaranteed. For in-
stance, if the sexrvices of a physician
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are required hy both public and pri-
vate patients at the same time, the
physician would be professionally
bound to render his services to the
patient who needs his help wost. His
determination of priority in such
instance cannot depend on whether the
patient is a government patient or a
private patient. Converting the
superintendent’s position to that of
a fulle=time, regular employee of the
State will insure the presence of at
least one physician to care solely
for the needs of government patients
and thus help alleviate some of the
problems of prierity caused by the
current physicians' contracis.

b. The resident physician-surgeon.
Available facts do not indicate a need
to place the resident physician-surgeon
on a full-{ime, regular employee status.
Currently, the duties of the resident
physician=surgeon are confined to pro-
viding medical services. While his
medical services may be reguired at all
hours of the day or night, his continned
presence in the hespital is not required,
even during the normal eight-hour day.
For this reason, we do not recommend a
full-time status for the resident
physician-surgeon at this time.



6. Standards for evaluating reasonable-

ness of compensaticn, So long as either
or both of the physicians are retained

on a part-time basis, there is need for
some standards te evaluate the fairness
of the compensation paid to them. Under
the present conktracts, the specific num-
ber of hours the physicians are expected
to devote to hospital duties are not
defined, and the proration of their time
between hospital duties and their res-
pective private medical practices is
determined entirely by the physicians
themselves. The management of Kula
Sanatorium neither directs nor controls,
to any significant degree, the manner
and extent to which physician services
are to be provided the hospital.

Ostensibly, of course, the inability te
ascertain or anticipate what portion of
the physicians' time will be regquired
for hospital duties led to their en—
gagement under section 3-61(1), RLE
1955, as amended. However, it appears
to us that the time which the physicians
spend in rendering their services to the
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hospital can be ascertained to some
extent. For example, some duties are
required daily, such as the rounds which
the physicians make to check on the in=
patients, and the time required to com-—
plete the rounds can be detexmined: some
other duties, such as surgery, although
not required daily, nevertheless cccur
with sufficient frequency that the time
spent on such duties can be reasonably
estimated. Currently, the management of
Kula is unaware of how much time is
spent by the physicians in rendering the
various services to the hospital.

0f course, a measurement of the time
spent by the physicians on hospital
duties will not reveal the guality of
services being rendered; nor will it
necessarily be precise and reflect the
exact experiences. However, preciseness,
though desirable, is not always possible.
The data, thus secured, can be trans-
iated into the minimum operaticnal and
progranm requirements of the hospital for
The minimum

physicians' services.

requirements of Kula can then be com-
pared with the minimum requirements of
other public hospitals in the State, and
the amount of compensation being pdid by
guch other hospitals for full-time and
part—time physicians can be used mean-—
ingfully to evaluate the reasonableness
of the fees heing paid to Kuld's two
physicians.

Recommendations

OQur review strongly suggests the need
for the immediate re—evaluation of the
employment status, compensation, employ-
ment factors and other pertinent aspects
of the present employment contracts of
Rula's two staff physicians.

We recommend:
1. The State department of health seek
inmediate legal clarification from the

State attorney general to determine:

{a) whether or not section 3-61(1),
RLH 1955, as amended, permits the hiring
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of Kula's superintendent and resident
physician-surgeon on a fee contract
basis, in the light of the duties re-
quired to be performed by them;

(b) the employment status of persons
hired by "fee" contracts:

{e) the extent to which, if any, the
benefits accorded by law to reqular
employees——5tate payment of social
security taxes, membership in the Hawaii
public employees' health fund, sick
leaves and vacations, membership in the
State employees' retirement system, and
perquisites--may be enjoyed by persons
enployed by fee contracts, if such bene-
fits are not specifically mentioned in
their contracts of employment; and

{d} whether or not any of these bene-
fits may be granted to contract employ-
ees by the terms of the contracts.

2. Upon the rendering of a legal opinion
by the State attorney general, the
department of personnel services, State



of Hawaii, develop administrative guide-
lines with respect to:

{a} the c¢ircumstances under which fee
contracts may be used;

(b} the types of employee benefits
which may properly be included and which
should be excluded from fee contracts;

and

{(c} the types of employee benefits to
which contract employees would be en—
titled, even if the fee contracts are
silent on the matter. The guidelines -
should be distributed to all State de-
partments and agencies and to the res—
pective county ¢ivil service departments

3. The State department of health and
the county of Maui, direect the managing
committee of Kula Sanzatorium to:

{a) identify the minimum operaticnal

and program requirements of Kula Sana-

torium for physicidns' services;
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(b} compare Kula's minimum requirements
with those of other public hospitals in
the State under the Jjurisdiction of the
department of health and ascertain
whether such other hospitals are meeting
their minimum requirements by hiring
full or part-time physicians and at
what compensation or fee; and

{c) examine the contract fees now Peing
paid to Kula's physicians and to, revise
such fees, as necessary, $c¢ that they
will be consistent with the compensa-
tions or fees being paid to physicians
at other puklic hospitals under the
jurisdiction of the State department of
health. &All special empleyment require—
ments and conditions should be considersd
in establishing., and reflected in the
fee, to avoid separate specifications of
them in terms of "benefits" or "added
remuneration.” The State department of
health should render its assistance to
the managing committee in accomplishing
+his task. The contract fees for physi-
cians' services at Kula should ke sub-
ject to the approval of the State
director of health.

4. The State department of health and
the county of Maui direct the managing
committee of Kula Sanatorium to recruit
immediately a superintendent for Kula

on a regular, full-time basis, through

the civil service recruiting channels.

5. Upon the rendering of the legal

opinion by the State attorney general,
the establishment of guidelines by the
department of personnel services, and
the establishment of reascnable contract
fees for physicians' services at Kula,
all as outlined in the above recommenda-
tions, the State department of health
and the county of Maui, through the
managing committee of Kula Sanatorium,
should terminate the existing resident
physician-surgeon's contract (and the
superintendent's contract, if it has not
been previcusly terminated by reason of
the hiring of a full-time superintendent),
by giving the reguired 60-day notice,
and enter into a new contract (or con-
tracts, if there is nead to retain a
part-time superintendent, pending the
recruitment of a full-time superintendent}.
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such new contract should accomplish the
following, where legally permissible:

{a) Identification in the contract of
the physician as an independent con-~
tractor.

(b) The non-responsibility of the
government to pay any portion of the,
physician's social security taxes.

(¢) The non-membership of the physician
in the State employees' retirement sys-
tem and the Hawaii public employees'

.health fund.

{d) The non-entitlement of the physi-
cian to the usual vacation and sick
leave benefits enjoyed by regular em-
ployees. ’

{e) The payment by the physiclan of
reasonable rental for housing which may
be made available to him in accordance
with current State perquisite pelicy,
and the payment by the physician of a
reasonable charge for all meals taken



by him at the hospital. No laundry
services should be nmade available for
personal. clothing, except at actual

cost.

(£) Reimbursement to the physician of
actual costs incurred by him in the
performance of his duties, such as
automobile allowance on the mileage

basis.

{g) The payment of a reascrable com-
pensation to the physician, which is
consistent with the hiring policies of
the State department of health.

{h} Duration of the contract net to
exceed two years. Of course, imme-
diately upon the rendering of the legal
opinion by the State attorney general,
all practices ruled illegal should
immediately cease, notwithstanding the
fact that all other recommendations may
not as yet have been implemented. The
State director of health and the county
of Maui should insure that all illegal
practices are texminated-at once.
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CHAPTER 7
INSTITUTIONAL FINANCIAL MANAGEMENT

MONTHLY AUTOMOBILE ALLOWANCES

Under present policies, State and county
enmployees who require use of their per-
sonal motor wvehicles for official gov-
ernment business are compensated for
this use by either (1) reimbursements
based on mileage, or (2) flat monthly
allowances. Generally, the latter is
granted only in exceptional cases as
authorized by the board of supervisors
for county agencies or by the director
of finance for State agencies.

At Kula Sanatorium, the managing commit-—
tee, acting under the general powers
delegated to it by section 148-25, RLH
1955, as amended, has granted flat
monthly auvtomcbile allowances to the
following: {1} the superintendent at
$100 per month; (2) the resident
physician-surgeon at %75 per month: and
(3) the assistant hospital administrator
at $75 per month. The allowances for
the first two employees are set forth
in their respective contracts of hire;
the allowance for the assistant hospital
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administrator has been authorized
administratively by the managing commit-
tee.

All other employees of the hospital who
reguire the use of their perscnal vehi-
cles for official hospital business are
reimbursed on a mileage basis at the
rate of $.12 per mile for the first 400
miles and §.10 per mile for every mile
in excess thereof. These rates are the
same as those established for State em-
ployees by section X{b) of regulation
11, rules and regulaticns of the State
comptroller, as amended on August 1,
1965.

The department of budget and finance, in
its audit report, stated that it could
not determine the reagsonableness of the
flat allowances granted to the superin-
tendant, the resident physician-surgeon
and the assistent hospital administra-
tor, in the absence of detailed data on
actual mileage actually incurred by
these officials on official sanatorium
business. It recommended, therefore,
that mileage records be maintained in



sufficient detail and length of time to
enable proper evaluation of the car
allowances. Pursuant to this recommenda-
tion, the managing committee in April,
1966, directed a staff study of present
monthly autcmobile ailowances, Our
examination has disclosed that the staff
has made no progress on this matter.

We agree that {ransportaticn expenses
incurred in the official business of the
hospital are legitimate expenses of the
haspital, and the employee incurring
such'expenses should he reimbursed. In
our opiniocn, however, (1) the monthly
car allowances granted to the superin-
tendent, the resident physician-surgeon
and the assistani hospital administrator
should be discontinued, and they, like
all other hospital employees, should be
placed on a per mileage basis; and (2)
even if the granting of monthly car
zllowances to these three officials can
be justified, the amounts now allowed
are excessive. Our reasons follow,

1. Necessity for flat allowances.
Under both State and county policias,

79

the alliowance of flat monthly amounts
for autemobile expenses is granted only
in exceptional cases. On the State
level, generally, flat allowances have
been granted only to department heads
and their first deputies or first
assistants. Other State employees are
either reimbursed on a mileage basis or
have the use of government vehicles when
local travel is required. Generally,
those allowed flat allowances are offi-
cials, whe by the nature of their duties
and respensibilities, use their private
autemobiles so extensively on official
business that it is administratively
impracticable to separate the public use
from the non-public use of their per-
sonal vehicles. We do not find that
this condition exists for the superin-
tendent, the resident physician-surgeon
and the assistant hospital administrator
of Fula Sanatorium. Their duties are
largely confined to the hospital and
entail but limited or predictable trips
cutside the hospital premises. For
example, the superintendent and the
assistant hospital administrator make

trips to Wailuku to confer with offi-
cials on hospital matters, and the
superintendent travels to outlying dis—
tricts to conduct T.B. outpatient chest
clinics. But, these trips are either
infrequent or predictable.

2. Amount of allowances. As far as we
can ascertain, there has never heen a
systematic study of automobile usage to
enable anyone to evaluate, objectively.
the fairness of the amount of the allow-
ances granted to the superintendent, the
resident physician-surgeon and the
assistant hospital administrator., Our
anzlysis iIndicates, however, that the
allowances for these three employees
exceed their requirements for travel on
official hospital business. For example,
using the mileage rates adopted by the
ganatorium for its general employees, a
person recelving a $75 per menth auto-
mobile allowance would need to make
round trips between Kula and Wailuku
(which are about 25 miles apart) on
every alternate working day in order to
accumulate mileage equivalent to the
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allowance amount. Regular duties of
the superintendent, the resident
physician~surgeon and the assistant
hospital administrator do not regquire
travel to this extent.

in expressing our views, we are mindful
that the flat monthly automobile allow-
ances to the superintendent and the
resident physician-surgeon were probably
included in their respective employment
contracts to induce these two officials
to accept contractual employment with
the hospital. Nevertheless, it should
be noted that these automobile allow-—
ances are specifically delineated in
their contracts as "allowances" and not
"Allow=
ances" should not be equated with

as salaries or contract fees.

salaries or fees. Salaries and fees are
basic compensation paid for the services
of the employee: zllowances are given to
reimburse the employees for expenses
incurred incidental to the performance
of their services. Thus, allowWances
should be reasonably related to actual

eXpenses.



Recommendations:

1. The flat monthly allowances granted
to the superintendent, the resident
physician-surgeon and the assistant
hospital administrator be discontinued
and all employees at Kula, both regular
and contractuzl, be reimbursed cn a
mileage basis for the use of their pri-
vate automncbiles in the performance of
their offieial duties. The State
director of health, the county-of Maui
and the managing committee of Kula
Sanatorium, should delete all flat
allowances for automobile expenses from
the current centracts of hire and from
all future contracts of hire of the
superintendent and the resident physigian—

surgeon.

2, If flat automobile allowances are
granted to any employee, such exceptions
should be made subject ta the approval
of the director of finance. The direchr
of finance should approve only those
requests for such exceptions where the
allowance requested bears some

aL

reasonable relationship to the actual
expenses incurred by the employee in

the use of his private automohile for
official hospital business.

MISCELLANEOUS REVENUES

Kula Sanatorium derives miscellaneous
income from various sources. Like other
public institutions, Kula secures com-—
mission income from vending machine con-
cessions and public telephone pay
stations. In addition, at Kula, income
is generated from the sale of silver
residue obtained from the processing of
exposed X-ray films. The disposition of
these miscellaneous income, earned
during the eleven-month period from
July 1965 to May 1966, is indicated in
the chart below.

. Souxece

Commission from telephone
pay stations . . . - - 4 . -

Commission from cigarette
vending machine . . - - .

Commission from soft drink
vending machine . . . . . -

Proceeds from sale of silver
residue . . « &+ . -« v s

Three aspects of the miscellanecus in~
come received by Kula regquire examina=
tion: {1) the use and disposition of the
commission income; (2) the use and dis-
position of the income from the sale of
silver residue; and (3} accounting and
reporting of all miscellaneous income.

1. Use and disposition of commission
jncome. All commissions generated from
the use of space in public buildings for
private business purposes constitute
public funds., Thus, commissions derived
from vending machines and telephone pay
stations placed in buildings controlled
by Kula Sanatorium are public funds. At
Kula, commissions earned from telephone

a2

BAmount ~  Disposition
$ 24.80 General fund
74.89 Patients' ass'n., fund
209.45 Patients' ass'n..fund

- X-ray technician

pay stations are treated as government
realizations and are deposited in the
State general fund. However, the com-
missions earned from vending machines
aré deposited into the patients' asso-
ciation fund for use by the patients for
their association activities. The
latter instance raises a guestion con-
cerning the legality of the disposition
of the commissions. ’

This problem is not unique to Kula. R
public institutions and agencies throwh-
out the State, which control public
puildings, do from time to time permit
the installation of vending machines and
telephone pay stations within the



buildings. Commissions so derived are
disposed of and used in various ways.
Some, like Kula, use the income for the
benefit of patients; others use it for
employees' socials and the like, 1In
every case, the guestion is whether or
not disposition of the commissions,
other than a deposit inte the State's
general fund, is legal.

We do not question the therapeutic value
of patients' activities or the morale
building factors of employees' socials.
But, there is neither a statute nor
governmental policy which permits such
non-operational uses of what otherwise
are public funds. It would appear that
inasmuch as the commissions from wvending
machines constitute State funds, some ’
statutory authority must be found and
governmental policy should be -formulated
to permit earmarking of the income for
use by patients and employees.

2. Use and disposition of proceeds from
the sale of silver. In the process of

developing exposed X~ray films, residue
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af silver settles in the selution tank.
This residue is a marketable product
which can be sold for preofit te mainland
processors. The X=ray technician, un-—
known to the officials of Kula, through
his own resourcefulness, has collected
and sold the residue to mainland proces-
sors for his personal profit. The
amount he actually receives from such
sales is unknown, although we are in-
formed that the amount is not substan-
tial.

Except for the rescurcefulness of Kula's
X-ray technician, the residue would be
washed down the drain in the normal
course of developing the X-ray films.
Nevertheless, the residue is collected
from films cwned by the hospital, and
technically at least, the exposed and
developed £ilms constitute public prop-
erty. Income derived from the use of
public property is public funds, and any
use of public funds for a personal,
private purpose i1s constituticnally pro-
hibited.

The practice of cellecting silver resi-
due and selling it to mainland proces-
sors is not uncommon at institutions
which de much X-ray £ilm processing.

The problem ls that the instituticns,
like at Kula, have been unaware of this
practice and have never established any
policy regarding the ¢ollection and sale
of the residue. We are informed that
collection of the residue invelves but

minimal amount of time or expense.

We believe that management at Kula, and
at cother public institutions which pro-
cess X-ray films, should establish a
policy making the ccllection of silver
residue a part of the X-ray technician's
duties and direct the dispesition of all
revenues from the sale of the residue
into the State general Ffund.

3. Accounting and reporting of miscel-

laneous ingome. Kula has not accounted

for nor repcrted the receipts frem the
vending machines and the sale of silver
residue {o the appropriate State author—
ities as required by law. Kula is not

84

alone in failing to account for and
report all of its income from these
sources. Other institutions likewise
fail to account and report.

Three sections of the Revised Laws of
Hawaii 1955, as amended, are applicable.

d. Section 35-14.8, RLH 1955, as
amended, requires that "all state funds
shall be deposited in the state treas-
ury." Sinece all of the miscellaneocus
income received by Kula are public
funds, all of them should be deposited
in the State treasury.

k. Section 35-~14.5, RLH 1955, as
smended, requires that all funds, in-
cluding special funds, be budgeted.
The section expresses z legislative
intent, thus:

"The purpose of fsections 35-14.5 to
35=14.8/ is Lo place all special
funds under legislative and executive
budgetary control in the same manner
as the general fund, with the excep-
tion of those funds subject to
applicabrle federal laws or regulatcons



and payments on principal and
interest on revenus bonds."

Under this secticn, all miscellaneous
income derived from vending machines and
sale of public property are required to
be reported and budgeted and made sub-
ject to the allotment procedure set forth
in chapter 35, RLH 1955, as amended.

Such reporting and budgeting are required,
even if it is assumed that under some
statutery authority, the income received
from the vending machines may be used
for or by the patients' association.
Patients' activities, if indeed they
serve some usefulness in the rehabilita-
tion and morale of the patients, should
be a program specifically budgeted for
in the appropriations made to the sana-

torium.

o. Section 35-14, RLH 1955, as amended,
requires that all moneys received by
public officials and public institutions
and agencies be reported to the State
comptrcller. The section reads,

"al1l state officers, departments,
boards, bureaus, commissions or
agencies collecting or receiving
any moneys hot required by law to
be deposited in the state treasury
shall report to the comptroller

all such receipts and disbursements
on account thereof not later than
the tenth day of each month on such
forms and under such rules and
regulations as may be prescribed
by the comptrollex."

This section was specifically intended
to reguire the reporting of all funds
received by a public officer or public
institution, regardless of whether or
not such funds constitute "State funds."
Thus, even if the disposition of the
miscellanecus income for patients or
other purposes is legal, the receipt of
such income should nevertheless be re-
ported to the State comptroller.

It would appear that the depariment of
budget and finance and the department of
accounting and general services should
take steps to insure that all miscella-
necus income received by Kula and other
public agencies be properly accounted

for, reported and budgeted in compliance
with the provisions of the statutes.

Recommendations

We reconrmends:

1. The 5tate director of health and the
county of Maui, through the managing
committee of Kula Sanatorium, make the
collection of silver residue a part of
the duties of the X-ray technician and
direct that all income received from the
sale of the residue be deposited in the
State general fund., We Ffurther recom-
mend that the State ¢omptroller insure
compliance with this reccmmendation that
the proceeds he deposited in the State
general fund.

2, TIf statutory authority can he found,
the director of finance and the State
comptroller issue policies outlining the
conditions under which income from vend-
ing machines and telephone pay stations
may be set aside in special funds and

the purposes for which such funds may be
used,
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3. If statutory authority cannot be
found for permitting the creation of
special funds wherein the receipts from
vending machines and telephone pay sta-~
tions may be credited, the director of
finance and the State comptroller, if
they, in their judgment, believe the
creation of such special funds to be
necessary, prepare recommended legisla-
tion for passage by the State Legisla-—
ture at its next session in 1967. In
preparing such recommended legislation,
the directer of finance and the State
comptrolier may wish to consider, where
desirable and legally permissible, the
inclusion of provisicns which would make
the creation of such special funds
retroactive so that all income received
from the miscellaneous sources in the
past may be properly credited and all
past uses of the income properly debited,
to the newly-created special funds.

4. In the absence of any current statutory
authority permitting the creation of
special funds to which the varicus mis-

cellaneous income received by Kula and



other public agencies and institutions
may be credited, the State comptroller
issue a directive terminating all

special uses of such income.

5. Whether or not special funds are
allowed, the State comptroller issue
directives and teke necessary action to
insure that all State funds collected by
Kula and all public agencies and insti-
tutions are properly deposited in the
State treasury.

6. Even if special funds are allowed,
the dirsctor of finance reguire that all
inconme received from various miscellane-
ous svurces by Kula and other public
agencies and institutions and the use
thereof be budgeted and be placed under
executive and legislative budgetary
controls as provided in seciion 35-14.5,
RLH 1955, as amended.

7. The State comptroller issue a direc—
tive requiring the immediate reporting
by all public agencies and institutions
of all miscellaneous income now being
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received by such agencies and institu-
tions, whether or not such income con-
stitutes State funds, and upcn receipt
of such reports, take such steps as may
be necessary to teminate any unlawful

use of such income.
QCCUPATIONAL THERAFY FUND

The occupational therapy fund is 2 non-
hospital asset which was astablished in
the early 1930's tc help finance the
patients' occupatiocnal therapy activities.
Through the use of the fund, the patients
are able to purchase needed materials
with which they manufacture and sell
handicraft products. For many years up
until April 1963, the fund was financed
largely by assessing a 10 per cent or

20 per cent surcharge on the gross
earnings received by the patients upon
the sale of their handicraft products.
The surcharges collected from the
patients were as much as §$778 in 1951
when an average of 28 patients per month
participated in the business operatieon.
In 1962, however, the number of patients

participating had declined to an average
of five per month and surcharges of only
$87.27 were credited to the fund., In
April 1963, the practice of assessing
surcharges ceased. Since then no Iincome
has been earned by the occoupational
therapy fund, although it is still in
operation. Today, it serves only as a
revelving fund to accommodate both
patients and employees who desire to
purchase occupational therapy supplies
on a reimbursement basis.

We find that the occupational therapy
fund has outlived its usefulness and
that there are accounting and bookkeep-
ing deficiencies in the management of
the fund.

1. Daficit finanecing. In recent years,
the fund has been experiencing increas=-
ing difficulty in meeting its financizl
obligations. From time to time, the
hospital has been finding it necessary
to expend budgeted program funds to make
up the deficits in the occupational
therapy fund and to maintain its sclvency.

In 1965, the Maui county auditor's
examination of this fund {(covering the
period from May 6, 1964, to Januwary 31,
1965) disclosed outstanding accounts
payable of $1,075.94; accounts receiv-
able of $215,99; and a checking account
of $220.85. In effect, this operation
diéd not have sufficient funds to meet
its financial obligaticns. Subseguently
upon authorization of the managing com-
mittee, a sum of $505.75 was expended
from budgeted program funds to pay a
portion of the outstanding accounts
payable, although the hospital was not
legally responsible for the debis of the
fund.

In fiscal year l965-1966, the fund in-
curred more than $300 in expenses over
and above the income It received as
recoveries of costs. This deficit addead
te the carry-over expenses from prior
years amounted teo roughly $782 in cut-
standing expenses at the end of July
1966. The status of this fund as of
July 31, 1966, is reflected bhelow.



_Balance as of 6/30/65 . . . . . .

Totals for 13-month period,
July 1965 -~ July 1966 . . . .

Totals as of July 31, 1966 . . .

Outstanding Expenses as of
July 31, 1966 . . . - . « .«

nlthough the occupaticnal therapy fund
was once an important factor in the
conduct of the cecupational therapy
program, its usefulness has diminished
with the loss of income which kept it
self-sustaining during much of its prior
history. We should note that the ccou-
pational therapy fund is but che of two
funding sources of the hospital's occu-
pational therapy program. 'The other
source is the operating budget which
finances the staff salaries, adminis-
trative overhead and, additionally,
provides funds for certain patient
aetivities including £ilm rental, TV
repeirs, holiday decorations and crafts
and recreational supplies. In the light
of the deficit condition of the
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Income Expenses

.. . % 231.20 $ €91.79
.. . _1,433.31 1,755.38
. . . 81,664.51 52,447.17

C e e e s e e e . . %5 782.66

occupational therapy fund and the
existence of other budgeted funds for
the hospital's therapy program, we f£ind
it advisable that this non-hespital
occupational therapy fund be discontine
ued.

2, Accounting and bookkeeping defici-
encies. Until recently., the cccupa-

tional therapy fund was managed entirely
separate from the regular kusiness
operations of the hospital. This was
understandable, since the fund was not

a hospital asset. The occupational
therapist, as custodian of the fund,
exercised sole discretion in the account-
ing of the fund, subject only to occa-

sional cash audits by the office of the
county anditor.

Effective this past May, however, new
fiscal procedures were instituted which
gave the hospital business office a
participating role in the accounting of
the fund. This new procedurs aroge
besause of the increasing ase of the
program budgeted funds to make up the
defieits in the occupational therapy
fund., The following deficiencies are
noted in the present arrangement.

a. Under the new procedure, the res-—
pective respongibilities of the business
cffice and the occupationél therapist
are diffused, and neither one assumes
full accountability for the proper ad-
ministration of the funds. As a result,
fiscal controls over program finances
are not effective. For instance, all
monthly statements are routed to the
business office for payment. But the
business office does not have records of
the accounts receivable and thus has no
knowledge of anticipated income. These
records are kept and maintained by the
oscupational therapist. Thus the busi-
ness office cannot effectively estimate
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the funds available to meet program en—
cumbrances. This matter of contrel is
made more difficult because the occupa-—
ticnal therapist may make purchases
without regard to the availability of
funds. As a conseguence, the business
office on some occasions has had to de-
fer payments on some charges agalnst
the cccupational therapy fund because
of the lack of funds.

b. The new procedure has failed to
review and revise old practices which do
not meet current management and opera-—
tional needs. For example, the occupa—
tional therapist iz still required to
maintain a considerable amount of recomis.
She is required to keep individual
patient and employes accounts and to
record on each account each purchase and
payment for supplieé made by the patient
or employee and to reconcile the accounts
periodically. This requirement is both
tedious and time-consuming. Another old
practice which still continues is the
failure to take periodic inventories of
the craft supplies en hand.



Consequently, supplies purchased with
public and non=public funds have lost
their identity. The above-menticned
deficiencies are serious enough to war-
rant close management attention. The
seriousness is accentuated by the use in
recent years of predominantly public
funds.

Recommendations

We reccmmend:

i. The occupational therapy fund he
phased out. In plage thereof, so much
of the public funds budgeted for patients'
rehahilitative program at Kula should be
set aside and used for the purchase of
supplies to be re~sold to the patients
for their own use in the manufacture and
sale of handicraft products. All such
re-sale to patients should be on a cash
basis, unless the patient is covered by
contract rates which include occupa-
tional therapy supplies. Funds recovered
from the patients on the re-sale should
be reported and deposited in the State's

9L

general fund, in the same manner as are
other recoveries of the hospital, The
State director of health and the county
of Maui, in cocperation with the State
director of fimance and the State comp=
troller, should take immedizte steps to
implement this recommendation.

2. In conjunction with the above, the
State director of health and the county
of Maui, and the State comptroller,
establish the mechanism for and insure
the taking of annuesl inventories of sup-
plies and the reconciling of inventories
with sales to account for expenditures.

3. The State director of health and the
county of Maui, with assistance from the
State director of finance, establish
budget controls to be exercised by the
busineas office at Kula Sanatorium. All
record=keeping functicns should be
assigned to the business office to aveid
diffusion of responsibility.

4. 'The State director of health and the
county of Maui, through the managing

committee of Kula Sanatorium, issue
directives prohibiting the uze of hospi-
tal patient craft supplies by anyone
other than the patients. The re-sale of
poccupational therapy supplies to employ-—
ees should be discontinued.
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TABLE IV
PATIENT EARNINGS FROM OCCUPATICNAL THERAPY ENTERPRISES
OCCUPATIONAL THERRPY DEPARTMENT, KULA SANATORIUM
(1951 through 1965)
Av. No. of
Surcharge Partic-

Patient Deduction Deductions Patient ipating

Gross for OT (Materials, Net Patients
Year Eamings Fund Ete. Earnings per Mo.
1951 6,261.52 778.25 1,359.21 4,124.06 8
1952 5,535.65 627.57 1,55%.52 3,348.56 %4
1953 4,183.10 483.51 1,251.22 2,448.37 22
1954 3,655.02 397.73 1,145.29 2,112.00 2z
1955 4,662.85 500.53 1,329.09 2,833.23 22
1956 3,347.42 325.77 862.58 2,159.07 24
1957 3,370.21 348.10 879.16 2,142.95 23
1958 3,972.66 378.45 1,176.58 2,417.63 RE:]
1959 4,680. 38 442.45 1,041.21 3,196.72 14
1960 3,700.15 347.34 945.65 2,407.16 13
1961 1,770.25 138.36 516.50 1,115.4%9 7
1962 695.95 57.27 204.23 434.45 5
1963
(Jan.

to
Apr.) 148.70 12.24 3.62 132.84 6
1964 No earnings indicated. - - -
1965 No earnings indicated. - - -
Source: Compilaticn of monthly reports of patient earnings,
occupational therapy department, Kula Sanatorium.
Note: Last recorded payments t0 patients were in April, 1963

verified from payroll clearance records of the business office.
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CHAPTER 8
INSTITUTIONAL PROPERTY MANAGEMENT

USE OF PUBLIC PROFERTY FOR PRIVATE
BUSINESS MANAGEMENT

The facilities of Kula Sanatorium are
currently being used, rent-free, for

two private business purposes. Pirst, a
former patient at Kula operates a pri-
vate, retail general store, known as the
“Dobashi Store," in cne of the cottages
ovmed by the hospital. The store started
as a canteen in the 1920's, but since
1930, the store has been run for the
personal profit of the present proprieton
Second, the superintendent and the
resident physician-surgeon use the hos-
pital facilities to engage in private
practices of medicine. The two patient
examining rooms of the outpatient clinic
are used by the two physicians daily, at
regularly-scheduled hours. although the
putpatient clinie is not intended for the
exclusive use of the twe physicians,
nevertheless, it has been used daily,
regularly and continucusly by them for
at least the past 15 years.

Neither the Dobashi Store nor the
superintendent ncr the resident physician-
surgecn has any written contract with the
hospital permitting the use of hospital
premises for their private businesses.
The superintendent's and the resident
physician-surgeon's contracts of hire do
not mention this privilege at all. This
use of hospital premises for private
businesses is a practice of long standing
and is rooted in history, custom and
tradition.

We examined this long-standing practice
to determine its vali@ity in the light
of: (1) the State constitutional provi-
sion prohibiting the use of public
property for private purposes; {2) the
State statute relating to real property
taxes; aznd (3) the State statute relating
to concessions on public property-

1. The State Constitution and the use

of public property for private purposes.
The department of budget and finance, in
its audit report, recommended that
Dobashi Store, the superintendent and



the resident physician=-surgeon be
charged rental for use of hospital
facilities. We agree.

While there is no general State law
which expressly prohibits the rent-free
use of public property for private
businesses, artiecle VI, section 6, of
the Constitution of the State of Hawaii

provides:’

“"MNo tax shall be levied or appro-
priation of public money or property
made, nor shall the public credit
be used, directly er indirectly,
except for a public purpose . . . ."

Even the most liberal interpretaticn of
this constitutional provision would pro-
hibit the use of public property for
private profit, without the payment of
rental or without some benefit to the
public. HNeither the Dobashi Store nor
the private medical practices of the
superintendent and the resident
physician-surgecn, in themselves, can
be said to serve a public purpese and
thus justify the use of Xula's
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facilities without the payment of
rental.

In addition, whensver public property is
uged, rent-free, for private business
purposes, it generally occurs under ex-
press statutory authority. For example,
the blind and visgually handicapped per—
sons are permitted rent-free concession
spaces in public buildings by section
7-20, RLH 1935, as amended. Lessees of
public lands are sometimes permitted to
occupy their premises without payment of
rental under the provisions of section
103a-6, RLH 1955, as amended, which
authorizes the board of land and natural
rescurces to reduce or waive leabe rentsls
for limited durations when substantial
improvements are reguired to be placed
on the leased lands.

We can find no similar statutory basis
upon which the rent-free privileges to
Dobacghi Store, the superintendent and
the resident physician-surgeon can be
justified. Kula's extension of this

priviiege to the three individnals is

said to be premised on the general
powers of the managing committee under
section 148-25, RLH 1955, as amended, to
exercise full managemént ¢ontrol over
the properties and improvements of Xula
Sanatorium. We cannot agree. In the
first place, even if section 148-25 did
provide the basis in the past, it no
longer dees, because Act 97 effectively
nullified section 148-25. In the second
place, all government agencies are sub-
ject to the land laws of the State in
the management of public lands placed
under their control. There is no pro-
vision in our land laws (chapter 103a,
RLH 1955, as amended) which authorizes
the rent-free use of space at Kula. As
mentioned earlier, section 103a-&, RLH-
1955, as amended, provides for the rent-~
free use of public lands only when the
lessee is required to place substantial
improvements ch the leased lands, and
then, only for a limited duratiom.

The termination of the rent-free use of
hospital facilities by Dobashi Store,
the superintendent and the resident
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physician-surdgeon and the imposition of
reasonable rental viclate no vested
rights of any of the parties, since none
of them is currently entitled to the
free use of space by any contract.

2. Real property tax laws. Under the
State's real property tax laws, the
Dobashi Store and the superintendent and
the resident physician-surgeon are sub-
ject to real property taxes in propor-
tion to the area used by them in their
private businesses. None of the parties
concernad has ever paid the taxes,

Section 128-22, RLH 1955, as amended,
provides that:

"/R_/eal property belonging to the
gfate or any county. or belonging
to the United States and in the
possession, use and contrel of the
State, shall be taxed on the fee
simple value thereof, and private
persons shall pay the taxes therecn
and shall be deemed to be the
‘ovwners' thereof for the purposes
of this chapter, in the following
cases:



"(4) Such property where the
cccupancy by the tenant has con-—
tinued for a periocd of one year or
more, whether such oceupancy has
been on a permit, license, month
to month tenancy, or otherwise,
shall be fully taxable to the
tenant after the first year of
accupancy . . . "

On Jupne 27, 1966, we requested the ad-—
vice of the State director of taxation
as te the applicability of the afore-
mentioned provisions to the retail opera~
tion of Dohashi Store and the private
medical practices of the superintendent
and resident physician-surgeon. By
memorandum dated July 12, 1966, from the
department of the attorney general to
the director of taxation, a copy of
which was transmitted to us, we' were
advised that the retail store, the
superintendent and the resident
physician-surgeon are liable for real
property taxes assessed on so much of
Kula's premises occupied or used by

them in their private businesses. We
were further advised by the director of
taxation by memorandum dated July 29,
1966, that necessary assessments will be
made, effective January 1, 1967.
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3. State concessicn laws. The law re-

lating t¢ the granting of concessions in
public buildings is contained in chapter
7B, RLH 1955, as amended. The provi-
sions of the chapter are applicable to
all "concessions” which is defined in
section 7B-1.5 as follows:

"/T_/he grant to a person, partner-
ship, corperaticn or joint venture,
the privilege to conduct operations
which are essentially retail in
nature, invelving the sale of goods,
wares, merchandise or services to
the general public, such as restau-
rants, cocktail lounges, soda
fountains, retail stores and park-
ing lots in or on improvements
constructed by or owned by any
govermment agéncy."

The retail store operation clearly falls
within the definition above. Private
maedical practices by the superintendent.
and the resident physician-~surgeon,
however, do not. The discussion which
follows, therefore, is confined to the
Dobkashi Store.

We find that the privilege of operating
Dobashi Store on the Rula hospital

pramises is in violation of the State's
concession laws. Section 7B-1, sub-
section (a). RLH 1955, as amended,

provides:

v/ H/o concession or concession
space to sell goods, wares, mer-
chandise and services . . . in any
building or any land owned or under
the jurisdiction of the State or
any county or any independent board,
commissicn, bureau or agency of the:
State or of the various counties,
excapt as . . enumerated in sub—
section (b)., shall be leased, let,
licensed, rented out, assigned or

. disposed of either by contract,

any persen, f£irm, or corporation,
except under contract let after
public advertisement for sealed
tenders in the manner provided by
law -+ - ="

Subsection (b) of section 7B-1 exempts
from the bidding reguirement certain
concessions. Among the exempt conces-—
sions are those "set aside without
charge." Technically, it weuld appear
that Debashi Store falls within this
exempt category gince its occupancy of
hospital premises is without charge.
However, it is our view that this
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exemption, "concessions set aside with-
cut charge," does not excuse Dobashi
Stors from the bidding reguirements set
forth in subsection {a}. We cite the
following in support of this view.

a. The nature of business of Dobashi
Store—-selling "goods, wares and mer-
chandise"—-is precisely the kind of
business made subject to the concession
law. It is unlike those other businesses
——ground transportation, lei vendors,
airline operations and coin—operated
vending machines--which the statute
specifically exempts. There are no
apparent, special circumstances which
require an exempt treatment for the
proprietor of Dobashi Store. He is not
in the same category ag blind vendors
who are expressly excused from the con-

cession law.

b. When the concession law was first
enacted in 1959, it exempted from the
bidding requirement only those spaces
set aside for the following: handi-~
capped persons; klind persons, any



department, bureau, organization or
municipal or political subdivislon of
the federal, territorial, munigipal or
county gc:ve.‘:mnents.l6 In 1962, the law.
was amended to increase the list of
exempted concessions. “Concessions set
17 was one of those
added. In our review of the records,

aside withoui charge"

we found no clear indicaztion of the
legislature's intent in adding this
particular exemption. We note, however,
that this exemption was added to the
statute together with those exemptions
included primarily te alleviate problems
encountered in the awarding of conces=
sions within the Honeclulu international
airport complex {e.g., ground transpor-
tation services, lel vendors, airlines
and airc¢raft operations, coin-operated
vending machines, except coin-operated
insurance vending machines) .

Loact 245, Session Laws of Hawaii 1959,

lTAct 5, Session Laws of Hawaii 1%62.
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¢. If this exemption is literally con-
strued, it can effectively limit the
usefulness of the concession law. It
can, for instance, enable any govern-
mental agency having jurisdiction over a
public building to circumvent the bid-
ding reguirement by simply not charging
rental. We do not believe that such
literal interpretation was intended. In
general, the ccncessions exempted from
conmpetitive bidding are very specifical-
ly defined. ‘he only exception is
"econcessicns set aside without charge."
It is our belief that "concessions sei
aside without charge" was intended to
mean "concessions set aside without
charge under statutery or lawful zuthor-

itv." cConstrued thus, since there is no
legal basis upon which Dobashi Store has
been permitted to operate without pay-
ment of rental, the store is not exempt
from the bidding regquirements.

Recommendations

Based on our study of the use of hospi-

tal premises for private business

purposes by Dobashi Store, the super-
intendent and the resident physician-
surgeon, we reccmmend:

1. The State director of health and the
county of Maui, through the managing
committee of Kula Sanatorium, set rea-
sonable rentals t¢ be charged Dobashi
Store, the superintendent and the
resident physic¢ian-surgeon for use by
them of hospital premises in the cenduct
of their private businesses. In setting
such rentals, all relevant factors
should be considered, including the
space dimensions, structural conditions
of the premises, age of building, income
derived from the private business, and
the prevailing rentals for similar
spaces for similar businesses in the
community of Kula.

2. The State director of health and the
county of Maul let concession space to
Dobashi Stora only after complying with
the bidding requirements of chapter 7B,
Revised Laws of Hawaii 1955, as amended.
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3. The State legislature amended
section 78-1{a) (5), Revised Laws of
Hawaii 1955, as amended, which now
exempts from the bidding reguirement of
the statute concessions on public prop-
erty "set aside without any charge," so
that only those concessions set aside

without sny charge in accordance with
statutory or legal authority would be

exempt from the bidding requirements.

4. The board of land and natural re-
sources issue appropriate directives to
all public agencies indicating the re-
quirements of law and its rules and
regulations with regard to the setting
of reasonable rentals and the letting of
concessions on preoperties situated on
the public lands of the State.

5. The board of land and natural re—
sources maintain a current inventory of
all concessions let and other arrange-
ments made pexmitting the use of public
iands and buildings for private purposes
and conduct periodic and regular evalua-
tion of all such agreements made for



conformity with the stipulations of law
and its rules and regulations.

6. The director of taxation issue
appropriate directives to all public
agencies indicating the requirements of
law and its rules and regulations with
regard to the applicability of the real
property tax laws ko public property
usad for private purposes.

We make no recommendations with respect
to the payment of real property taxes by
Dobashi &tore, the superintendent and
the resident physician-surgeon, arising
from their use of public property for
private business purposes. inasmuch as
the directeor of taxation has expressed
his intentions to this office of
assessing such taxes commencing

January 1, 1967.

USE OF THE HOSPITAL PHARMACY FOR PRIVATE
MEDICAL PRACTICE

The department of social services is
responsible for the medical care and
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treatment of welfare clients. It has
appointed a number of private doctors as
"government physicians" to provide these
medical services. The superintendent of
Rula Hospital, as a part of his private
medical practice, serves as the govern-—
ment physician for the Kula District.
Like all government physicians, the
superintendent is paid a monthly stipend
{which is readjusted annually according
to the number of patients treated) which
includes a cash allowance for drugs.

A government physician generally treats
his welfare patients in his private
medical cffice. When drugs are pre-
scribed for his patient, the government
physician pays for the drugs cut of his
cash allowance, and if the cash allow-
ance is insufficient, the government
physician pays for the drugs out of his
own pocket. If a welfare patient re-
quires hospitalization, he is sent to a
govermment designated hospital. At the
hospital, the cost of caring for the
welfare patient, including any cest of
drugs dispensed at the hospital, is paid

for by the department of social services

on a per diem basis.,

In the case of the superintendent of
Kula Sanatorium, since his private medi-
cal office is in the hospital, he treats
his welfare patients at the hospital's
outpatient clinic, and the patients are
known as "outpatients." Kula Hospital
is also a goverrment hospital, and if
the superintendent's welfare patient
requires hospitalization, the patient

is placed in Kula, As an "inpatient"”

at Kule, the welfare client's hospital
expenses, including drugs dispensed to
him while an "inpatient," is paid for by
the department of social services. How—
ever, whenever a welfare client is
treated by the superintendent as an
"outpatient,” the cost of drugs is sup-
posed to be borne by the superintendent.

The drugs which the superintendent pre-
scribes for his welfare "outpatients" are
purchased from the pharmacy at Kula Hos=
pital, The superintendent and the hos=
pital have entered into an arrangement
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under which the superintendent has
assigned his monthly drug allewance to
the hospital. In turn, the haospital
pharmacy dispenses pharmaceuticals as
prescribed by the superintendent.

Two important issues are raised by this
arrangement between the superintendent
and the hospital. They are as follows:

1. Cost of drugs. It would appear that
the purpose of the arrangement made by
the superintendent and the hospital is
to facilitate the payment of drugs
prescribed by the superintendent and
dispensed by the phammacy for the super-
intendent's outpatient welfare patients.
As such, as the drugs are dispensed, the
superintendent's cash allowance is to be
debited with the cost of the drugs. Any
deficiency in his cash allowance account
is to ke made up by the superintendent
out of his own pocket.

An examination of the phammacy records
for fiscal years 1964 and 1965 reveals,
however, that the cost of drugs



prescribed by the superintendent and dis-
pensed by the pharmacy to the superinten—
dent's welfare outpatients has not been
fully peid. In both fiscal years, the
cost of drugs exceeded the amount of the
cash allowance as follows:

Cash
Cosi of Allcwance
Drugs at Assigned to
50% Mark~Up  Hospital
1964-1965 $130.15 $ 57.30
1965-1966
{through
June 18) 267.48 140.50

There is no record showing that the
superintendent ever made up the balance
apparently owing to the hospital phar-
macy. The drug costs shown above reflect
the standard mark-up charged to all out-
patients. Even if it were adjusted to
actual costs, the reimbursement would
atill be insufficient to recover the cost
of the drugs dispensed to the superin-
tendent's welfare patients. In effect,
the hospital has been diverting budgeted
program funds to subsidize some of the
costs of the superintendent's private
medical practice.

2. Specigl privilege. The arrangement
between the superintendent and the hos-
pital constitutes a special privilege
extended to no other government physi-
cian. Other government physicians must
generally stock and supply théir awn
drugs or arrange with private pharmacies
for the purchase of the drugs needed in
the care and treatment of their welfare
patients. In either case, government
physicians often inecur costs over and
above the drug allowances given them by
the department of social services. The
superintendent's arrangement with the
hospital saves the superintendent in-
ventory costs and permits him an
unlimited use of the pharmacy at no cost
except to the extent of his drug allow-
ance received from the department of
social services. Fairness dictates that
the superintendent be charged not only
for the full cost of the drugs dispensed
by the hospital pharmacy to his welfare
patients, but also a reasonable charge
for the privilege of using the hospital's
pharmacy te fulfill his needs as a
private physician.

Recommendations
We recommend:

1, Kula Sanatorium recover from the
superintendent the full cost of all
drugs dispensed by the hespital phammacy
to the superintendent's welfare patients.
The State director of health and the
county of Maui, in cooperation with the
department of accounting and general
services, should institute such steps to

insure this recovery.

2. The State director of health and the
county ¢f Maui, through the managing
committee of Kula Sanatorium, assess the
superintendent a reasonable charge for
the use of the hospital pharmacy in the
practice of private medicine. This
charge may be included in the reasoneble
rental to be charged the superintendent
for the use of hospital space in his
private practice of medicine.

104

EMPLCYEE DORMITORY MANAGEMENT

As indicated earlier in our discussion
of the hospital's perquisite peolicy,
Kula intends to eventually close down the
two men's dormitories and one women's
dormitory as present occupants retire or
terminate their employment with the hos-
pital. No definite timetable has been
set for the closing of these dermitories
since the present policy is based con
attriticen.

Occupancy levels, as shown below, suggest
that the hospital can accelerate the
closing of its dormiteries by consclidation.

Room Occupancy
Capacity on 6/20/66

Men's dormitory
{kitchen emp.) 102/ &
Men's dormitory b
(ward emp.} ___/ 5
Women's dormitery 14 4
Women's dommitory
(registered nurses) 13 1

E/Semi.--p:m‘.vat:y provided by wocden
partitions.

1—-"/O;r\_:vezn bunk arrangement.



The registered nurses' dormitory can
amply accommodate the four occupants of
the women's domitory. Similarly,
cccupants of the men's dormitories can
be housed in one building. We find no
valid cause to rely strictly on attri-
tion which unnecessarily prolongs the
closing of individual dormitories. In
some cases, the structures are so
deteriorated that it would e more
economical tec close them down entirely.

Recommendation:

We recommend that under the direction
of the State director of health and the
county of Maui, the managing committee
of Kula Sanatorium accelerate the
rhasing out of the employee housing
program by consclidating the housing of
varicus enmployees who presently occupy
the several dormitories.
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PART WV
MANAGEMENT AUDIT OF
KULA SANATORIUM
SUMMARY OF FINDINGS AND
RECOMMENDATIONS

In January 1966, the State depariment of
budget and finance issued a report on
its audit examination of Kula Sanatorium.
We are in general accord with the find-
ings and recommendationa contained in
the report. However, we found it desir-
able, necessary and timely that we
conduct our own independent study of
Kula Sanatorium for two reasons: (1)

the department of budget and finance
did not explore fully the bases and
implications of certain management
preblems and deficiencies; and (2) its
report did not discuss certain other
problems and deficiencies existing at
Kula.

our efforts were not intended to dupli-
cate the study of the depariment of
budget and finance. Rather, cur study
was conducted to accomplish these pur-
posas: (1) to evaluate the sanatorium's
progress in implementing the recommend-
ations of the department of budget and
finance; (2) tc identify, evaluate, and
report on selected problems and defi-

ciencies in Kula's management policies
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and practices not covered or c¢overed
only in a limited fashion in the depart-
ment of budget and finance's report:; and
{3) to recommend specific corrective

actions as necessary.
I. BACKGROUND INFCRMATION
KULA'S PROGRRMS

Kula Sanatorium began as a tubercular
hospital. Today, it is a multiple-
program institution, and its programs
include: (a) tuberculosis care, (b)
chronic illness care, (c) convalescing
psychiatric care, and (d) general
medical hospitalization. The tubercu-
losis and psychiatric care programs are
wholly financed by the State; and
chronic illness and general hospital
programs charge daily rates to patients
to recover operating costs. The charges
to chronic illness and general hospital
patients who are indigents and medically
indigents are paid for by the department
of social services. All other inpatients
are required to pay their own costs.



KULA'S MANAGEMENT

Prior to the enactment of Act 97, SLH
1965, the managing committee of Kula
Sanatorium exercised independent powers
and full management control over Kula
Sanatorium., WNeither the State nor the
county possessed management authority
over the hospital. The role of the
State was limited to making public lands
available for the sanatorium's use and
to provide financial support. The role
of the county was restricted to pro-
viding "housekeeping" services, such as

legal advice and financial assistance.

Act 97 transferred to the State the full
responsibility over all public hospitals.
The State has, in turn, contracted with
the county of Maui, whereby the county
has agreed to manage and operate Kula
Sanatorium. The county is authorized to
discharge its obligations through the
managing committee. The managing com-—
mittee, however, is now an agent of the
county and no longer possesses the
powers it formerly had. Those powers
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are now vested in the State department
of health to which the governor assigned
the functional respensibility for all
public hospitals.

In view of these changes, our findings
and recommendations are directed mainly
to the county of Maui and the State
department of health.

II. KULA'S PROGRESS IN IMPLEMENTING THE
RECOMMENDATIONS OF THE DEPARTMENT
OF BUDGET AND FINANCE

The department of budget and finance
made a number of recommendations in its
zudit report of January 1966 to improve
the fiscal, personnel and property man-—
agement practices of Kula. Some of
these recommendations have been imple—
mented by Kula, We find, however, that
Kula Sanatorium has failed to follew up
effectively on a number of major recom-—
mendations, particularly those relating
to employee perguisites, physicians'
employment contracts and property man-
agement. -

Recommendation:

The State department of hsalth and the
county of Maui, through the managing
commitiee of Kula Sanatorium, should
develop and execute a plan of action to
implement those recommendations of the
Qepartment of budget and finance, as
supplemented by our findings and receom—
mendations, which Kula Sanatorium has
not yet fulfilled. The plan should
contain a schedule of implementation,
the order of priority in which the
recommendations should be implemented,
an evaluaticn of capabilities, and
policy guidelines. The department of
health, in concert with the county of
Maui, should assist in the development
of the plan of action, arrange for
technical assistance, where needed, and
review, approve and supervise the imple-
mentation of the plan.

ITI. THE STATE'S POWERS UNDER ACT 97
CONTRACTS

The contract executed by the State of
Hawzii and the county of Maui pursuant
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to Act 97 outlines the powers, duties
and responsibilities of each contracting
party in the administration of publie
hospitals, including Kula Sanatorium.
While it is a comprehensive document,
there are several deficiencies which we
believe reduce the effectiveness of the
State's authority in administering the
affairs of the hospital.

CONTRACT LIMITATIONS ON STATE'S POWER OF
ADMINISTRATION OVER KULA SANATORIUM

In the present contract, the State of
Hawaii and the county of Maui have gen-—
erally agreed to continuve the policies
and practices of Kula Sanatorium as they
existed prior to the effective date of
Act 97, except to the extent that they
are altered by the c¢ontract. The con-
tract reserves to the State little in
the nature of administrative powers to
control the internal wmanagement of the
ganatorium. Although the contract em-
powars the State diresctor of health to
approve or disapprova changes in insti-
tutional policies and the hiring of new



perscnnel, it dees not permit the
director to initiate or direct desired
changes in the internal operations of
the hospital.

If the contract were to be in force for
a short duration only, there probably
would be little need to retain such
powers in the State. However, in light
of Aot 14, SLH 1966, which authorizes
the governor to extend the contract for
a year, and the possibility that the
contract may be extended yet another
year, it is desirable that power be
reserved in the State dirsctor of health
to initiate, institute or direct
changas in Kula's internal management
policies and practices. Such reserva-
tion of power is necessary to foster
development of uniform hospital proce-
dures throughout the State, and to
enable the director of health to correct
deficiencies in procedures which violate
the law or State policy or which lead to
inefficiency and waste.
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Recommendation:

The State department of health and the
State attorney general should include a
reservation of power -in the State
director of health to initiate and
direct changes in the internal, manage-
ment operations of public hospitals in
the contracts now being negotiated with
the counties and in all future contracts.

STATE'S POWER OF REVIEW OF HOSPITAL
POLICIES

Notwithstanding that provision of the
gontract, which requires that all
changes in hospital policy be subject to
the prior written approval of the State
director of health, there were instances
when this procedure was not followed.
There are two principal shortcomings in
the present policy review procedure.
First, the system relies totally on the
initiative of the hospital. If it fails
to give advance notice to the county and
the department of health of its inten—
tions to revise policies, neither would

have knowledge of changes in policy.

Second, the review functicn is made more

@ifficult to carry cut because the
sanatorium has not documented its cur-
rent policies. #Ueonsegquently, the nature
and impact of policy changes are not
readily discernible.

Recommendations:

1, The State director of health, through
the respective counties, should insist
on strict compliance with the contract
provisions which require every public
hospital to compile and forward to the
director of health copies of all poli-
cies, regulations, directives and
statements of operating precedures, and
to forward all contemplated changes in
hospital policies for prioxr written
approval .

2, The State director of health should
distribute to every public hospital ccpies
of the State's and department of health's
policies, regulations, directives and
procedures so that they may serve as
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guidelines in the making of hospital

policies.
IV. INSTITUTIONAL PERSONNEL MANAGEMENT
REGULAR EMPLOYEES' PERQUISITES

Currently, the regular employees at Kula
Sanatorium enjoy the following perqui-
sites: meals, housing (including util-
ities) and laundry services. The
allowance of each of these perquisite
items was evaluated in the light of
present. statutes and peolicies to deter-
mine {1) whether or net it should con-
tinue to be made available to Kula's
employees: (2) whethey or not it should
be made available at no cest to the
employess; and (3) where the employees
are charged, whether or not the charges
are reasonable.

1. Meals. Both the State (governor's

administrative) policy and Kula's policy
allow the employees to take their meals
at the institution, inasmuch as kitchen

facilities exist as a necessary part of



Kula's operation. However, since the
meals are furnished for the convenience
of the employees, and not the govern-—
ment, the State statute requires that
the employees pay "reasonable valus" for
the meals. Kula's policy charges 55
cents per meal, based on raw food cost.
We do not believe that this is in keep-
ing with the State poliey which reguires
that "reasonable value" be determined on
the basis of total allocable cost of

producing meals.

Reccmmendations:

The State director of health and the
county of Maui should direct the man-
aging conmittee to conduct a study
immediately to determine the cost of
preparing meals and to revise the per
meal charges to reflect the total cost.
The managing committee should also be
directed to teyminate the present
practice of providing free meals to
visiting State or county employees.
fhe State department of health should
review its own perquisite policy which
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now establishes an arbitrary 40 cents
per meal for all institutions so that
its policy will be consistent with that
of the Btate's.

2, Laundry services. Kula's laundry
facilities do not launder clothes which
require starching, pressing and dry
cleaning. All such pieces are taken to
a commercial laundry. The perscnal
¢lothing and work uniforms of employees
at Kula are at present laundered at the
commercial laundry st the hospital's
expense. This is in violation of both
the State's and Kula's own policies.

Recommendation:

The State depariment of health and the
county of Maui should direct the man-—
aging committee to discontinue immedi-
ately the practice of laundering
employees' personal clothing and work
uniforms at no cast to the employees
and to charge the employees the actual
cost assessed by the commercial laundry.

3. Housing. The State policy states
that housing accommodations may be made
availeble by the hospital to its employ-
ees if any of the following conditions
exist: (a) geographic isclation and
extreme inadequacy or absence of private
housing facilities; (b) the presence of
an employee on the hospital premises is
necessary tc meef emergencies; {c}
stand-by serviges are rendered by em-
ployees. The State policy further pro-
vides that housing may be made available
free only when either condition {a) or
{c) exists.

Kula's policy purports to conform to the
requirements of the State policy. How-
ever, it indiscriminately uses the
separate sets of conditions enumerated
in the State policy to justify making
heusing available to all of its employ-
ees now living on the hespital grounds
and to further justify making housing
available free to some employees but not
to others. Moreover, in practice, Kula
violates its own policy and arbitrarily
fails to collect rentals from any of its
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employees, except those who secured
housing after the adoption of its policy

We do not believe that the condition of
"geographic isolation and extreme in-
adeguacy or absence of private housing
facilities" exists at Kula. Tecday's
modern means of transportation and
improved highways place the hospital in
close proximity to urban centers such as
Wailuku, the county seat, which is only
25 miles away. This condition, there-
fore, does not justify making housing
available free to the assistant hospital
administrator and the single, registered
nursges, who currently enjoy free housing
privileges.

The second condition cited in the State's
policy--the need for the presence of an
employee to meet emergencies--does not
apply to any of Kula's employees, except
the laboratory technician and the X-ray

technician. None cof the other employ-

ees' duties require their presence con

the hospital premises., Hence, the

granting of housing privileges to the



assistant hospital administrator on this

ground is without substance.

Both the laboratory technician and the
X-ray technician perform stand-by ser-
vices after normal hours of work. Thus,
under the third condition enumerated in
the State policy, both of them may be
granted housing accommcdations. Further,
the housing accommodations may be granted
free, provided the free housing is ex-
changed for such stand-by duties. Both
the laboratery technician and the X-ray
technician today enjoy free housing.
However, contrary to the State pelicy and
in violation of statute, they are also
receiving overtime credits for emergency
work performed while on stand-by.

The rentals established by Kula's policy
to be charged the occupants of the
various housing facilities are not rea-
sonakle, since all factors, including
the cost of furnishing utilities, have
not been considered in determining the

rentals.
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Recommendations:

The State director of health and the
county of Maui, through the managing
committee of Kula Sanatorium should:

1. Phase out the employees' family
cottage facilities with reascnable
speed, except those set aside for
guartering employees required to provide
stand-by duties on a regular basis; and
further, survey the availability of
private housing within commuting dis-
tance of the hospital to substantiate
the need for Kula to continue providing
dormitory facilities for single and
unmarried employees.

2. Provide for and insure the collec—
tion of rental for housing privileges
from all regular employees, Iincluding
the registered nurses and the assistant
hospital administrator, but excepting
the laboratery technician and the X-ray
technician who occupy their premises in
exchange for performing stand-by.
emergency services.

3. Reduce to writing the agreement
between the hospital and the laboratory
and X-ray teehnicians which permits
them to occupy housing in exchange for
stand-by services.

4. Reassess the rental charges for
living accommodations and establish
reasonable rates reflecting all direct
and indirect charges allocable to the
maintenance and operation of the
quarfers.

5. Terminate the granting of cvertime
¢redits to the laboratory and X-ray
technicians for services rendered by
them while on stand-by.

ADMINISTRATION OF REGULAR EMPLOYEES'
VACATIONS

In calendar year 1965, (1} four empioy-
ees had an excess of 15 days' unused

vacation credits earned in the year; and
(2) four employees had more than 90 days
of cumulated vacation credits by the end
of the calendar year. The carrying over
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of mere than 15 days of unused vacation
credits earned in a calendar year and
the accumulation of more than 90 days by
the end of any calendar year are not
permitted undexr our statute without the
prior approval or direction of the
department head. The record is silent
as te whether or not such approval or
direction had been given in the fore-
going cases. In the absence of such
record, it is presumed that the excess
credits were forfeited. The chief cause
of these forfeitures was the lack of
effective internal communicaticn and
inadequate suparvisory review of employ-—
ees' vacation credits.

One employee was granted vacation in
excess of what was actually earned in
viclation of the civil service rules and
regqulations of the county of Maui.

Recommendations:

1. The State department of health and
the county of Maui should direct the
managing committee to cause supervisory



review to be made of employee vacation
status at the beginning of the last
quarter of each calendar year so that
administrative action may ®e taken to
reschedule vacations or to give approval,
where warranted, for the accumulation of
excess vacation credits. This will help
o reduce unnecessary forfeitures of

In additien, the
managing committee should be instructed

vacation credits,

to institute procedures whereby advance
approval can be secured to accumulate
the credits.

2. The case of the employse who re-
ceived unearned vacation should be
referred by the State department of
health and the county of Maul to the
county attorney and the gounty civil
service department for appropriate
action to recover the compensation
improperly paid.

3, The county civil service department
should take such steps as necessary Lo
insure full vnderstanding of and com—
pliance with the civil service rules and
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regulations by Kula Sanatorium®'s manage-
ment and personnel.

PHYSICIAN'S EMPLOYMENT CONTRACT

The sanatorium's superintendent and the
resident physician-surgeon are employed
by contracts. Under oux statutes, con-
tract employees are treaked as independ-
ent or self-employed contractors. B&As
such, they are not goveranment employees
in the usual sense and are not automat-
ically entitled to benefits granted to
regular employees, In practice, the two
physicians are, at times treated as if
they are regular government employees,
and at other times, strictly as contract
employees.

our findings are as followss

1, The State has improperly made con-
tributions towards the physicians' socisl
security taxes and their enrollment in
the Hawaii public employees' health fund.
Neither of these benefits is specified
in the physicians’ contracts.

2. The contracts grant the physicians
the following benefits. We guesiion the
reasonableness and propriety of includ-
ing them in the contracts.

. Vagation and sick leave: The phy-
sicians are granted vacation priv-
ileges as if they are regular State
employees. Further, they are
granted full vacation benefits for
part-time services.

. Retirement benefits: The physicians
are guaranteed membership in the
State employees' retirement system,
although the authority to determine
membership is vested by law in the
board of trustees of the State
employees' retirement system.

. Perguisites: The physicians enjoy
free housing, free laundry services
and free meals. Free housing is
based on "isolated conditions of
employment, " which we earlier
pointed out is a condition which no
longer exists at Kula. Further,
free housing is granted the resident
physician-surgeon on the grounds
that his services are required at
any hour of day or night. But,
this is precisely the services
contracted for by the hospital,
and the nature of such services
is reflected in the physician's
contract fee. Free laundry services
should be discentinued inasmuch as
this perquisite bears no relationship
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to the duties required of the
physicians. The granting of free
meals to the physicians is an
unwarranted discrimination against
all other employees of Kula who are
required to pay for their meals.

3. We find that employment of the
superintendent on a full-time, regular
employee basis is desirable. The na-
ture, scope and variety of the superin-
tendent's duties, the compensation paid,
the volume, scope and character of the
hospital's patient care services, and
the difficulties which are inherent in
part-time hospital services and part-
time private medical practices, all
point to the need of a superintendent on
a full-time basis, as a regular employee
of the State.
that a full-time status for the resident

However, we do not find

physician-surgeon is necessary at this

time.

4. There is a need for the development

of standards to evaluate the fairness of
the fees to Kula's contract physicians.

We believe that a study of Kula's cpera-
tional requirements for physicians'



services should be made and compared with
those of other public hospitals in the
State which have full-time and part-time
physicians.

Recommendations:

1. The State department of health and
the county of Maui should seek legal
clarification from the State attormey
general regarding the employment status
of Kula's contract physicians and the
employee benefits to which they may be
entitled by contract or by law.

2. Based on such attorney general's
opinion, the department of perscnnel
services should develop administrative
guidelines with respect to the use of
fee contracts and the benefits which may
be contained therein, for the guidance
of all State departments and agencies
and the respective county civil service

dapartments.

3, The State department of health and
the county of Maui should direct the
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managing committee to determine Kula
Sanatorium's program and operational
requirements for physician services.
such datz are nesded for the purpose of
comparison with those of other public
hospitals in evaluating the fairness of
the amount of the fees paid to any of
Kula's contract physicians.

4, The State department of health and
the county of Maui should direct the
managing committee to recruit a full-
time superintendent for Kula Sanatorium
through the usual civil service recruit-

ing channels.

5. The State departmeni of health and
the county of Maui should seek a re-
vision of the existing resident
physician-surgeon's contract {and the
superintendent's centract, if he is
centinued on a fee contract basis) to
inelude the following, where legally
permissible:

(a) ZIdentification in the contract of

the physician as an independent con-
tractox.

(b} The non-responsibility of govern=-
ment for the physician's social security
taxes,

{c) The non-membership of the physician
in the State employees' retirement sys-—
tem and the Hawaii public employees'
health fund.

(d) The non-entitlement to usual vaca-
tion and sick leave benefits of regqular
employeas.

(e) Payment by the physician of reason-
able charges for housing and meals taken
by him at the hospital. No laundry
services should be made available for
personal clothing, except at actual
cost.

() Reimbursement to the physician of
actual costs incurred by him in the
performance of his official duties.

(g} Payment of reasonable compensation,
consistent with those paid to physicians
at other public hospitals in the State.

pE-)

th) Contract duration not to exceed two

years.

Of course, all practices ruled illegal
by the attorney general should immediabe-
1y cease, notwithstanding the fact that
all other recommendations may not as yet
have been implemented.

Vv, INSTITUTIONAL FINANCIAL MANAGEMENT
MONTHLY AUTOMOBILE ALLOWANCES

State and county policies provide that
employees whe require the use of their
personal vehicles for official govern-
went business may receive reimbursements
based on mileage. Flat autoemobile
allowances are granted only in excep-
tional cases, as authorized by the board
of supervisors for county agencies or by
the director of finance for State agen-
cies, At Kula Sanatorjum, the managing
committee has granted f£lat monthly aute-~
mobile allowances of $100 per month to
the superintendent {(by eontract), $75
per month to the resident physician-surgson



(by contract) and $75 per month to the
assistant hospital administrater (by

administrative action).

Since the duties of the superintendent,
the resident physician-surgecon and the
assistant hospital administrator require
only limited travel, we do not believe
that the granting of flat allowances is
justified. Ewven 1if justified, the
amount of the allowances ex<eeds require-
ments for travel on official business.
Automokile "allowances" are not intended
as salaries or fees, and sheuld there-
fore be reasonably related to actual
expenses incurred.

Recommendations:

We recommend that all flat monthly
automobile allowances at Kula Sanatorium
e discontinued, and that all hospital
employees, regular and contractual, be
reimbursed on & mileage basis for ex-
penses incurred in the use of their
personal vehicles on government businéss.
We further recommend that flat
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automobile allowances be deleted from
all current and future conkracts of hire
of the superintendent and the resident
physician-surgeocn.

MISCELLANEQUS REVENUES

Income is generated at Kula Sanatorium
from various miscellanecus sources,
ineluding vending machine concessions
and the sale of silver nitrate residue
collected by the X-ray technician when
he processes exposed X-ray films. The
income from neaither of these sources is
deposited in the State treasury. The
commissions from the vending machines
are credited to and used by the Kula
Sanatorium patients' association, and
the proceeds from the sale of the silver
nitrate residue are kept by the X-ray
technician for his own personal use.

We find that the uses te which the in-
come from the twe miscellanecus sources
ig put are illegal and that Kula Sana-
torium has failed to account for and

report on the receipts and digposition
of the income as required by law,

1. Zllegal disecsition. {a) The
duties of none of the employees at Kula,
including the X-ray technician, reguire
the collection of the silver nitrate
residue, and, except for the X-ray tech-
nician’'s awareness that the residue has
sales value, the residue would not be
collected at the hospi&al. Neverthelass;
the residue constitutes public property.
and income derived from public property
constitutes public funds, The retention
of the sales proceeds by the X-ray tech-
nician for his own perscnal use violates
cur State Constitution's prohikition
against the use of public funds for
private purposes. (b) The commissions
from the vending machines result from
the use of space on public property, not
otherwise allocated to a general mer-—
chandising concessionaire. &As such, the
commissions constitute public funds, and
there must be some earmarking under
legal authority to enable the use of the
commissions for a specizl purpose. We
ean find no legal authority which per—
mits the use of the commissions by the
patients' associatien.

2. Accounting and reporting. Even if
special uses of the receipts from vend-
ing machines and the sale of silver
nitrate residue are authorized, Kula has
violated the following two sections of
the Revised Laws of Hawaii 1955, as
amended: (a) section 34-14.8, which
requires all State funds, whether general
or special, to be deposited in the State
treasury: and (b) section 35-14.5, which
requires the reperting of all receipts
of special funds for inclusion in legis-
lative snd executive budgets. We note,
further, that if, under scme legal
authority, Kula is not required to de-—
posit any of the miscellaneous income
in the State treasury, nevertheless, it
is in violation of section 34-15, RLH
1955, as amended, which requires every
department and agency to repert to the
State comptrolier all receipts and dis-
bursements of funds not required to be
deposited in the State treasury.



Recommendations:

There are other public agencies which
new receive income from vending machines
and other unbudgeted revenue sources
involving the use of public property.
and our findings and recommendations
with respect to Kula Sanatorium are
spplicable to these other agencies as
well.

1. The State director of health and the
county of Maui, through the managing
committee of Kula Sanatorium, should
make the collection of silver nitrate
residue a part of the official duties of
the X-ray technician and reguire that
all income derived from the sale therecf
be deposited in the State general fund.

2. Whevre statutory authority exists,
the director of finance and the State
comptroller should issue policies out-
lining the conditions under which income
from various miscellaneous sources may
be set aside in special funds and the
purposes for which such funds may be
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used. If no such zsuthority exists, but
is desirakle, the director of finance
and the State comptreller should prepare
recommended legislation for considera-
tion by the State legislature at its
1967 reqular session.

3. The State comptroller should issue
a directive terminating all special uses
of miscellaneous income by government
agencies, where such uses are not
authorized by law, and teke such steps
as necessary to insure that all State
funds are depcosited into the State

treasury.
QCCUPATIONAL THERAPY FUND

This fund is a non-hospital, private
asset which started over twenty years
ago. to enable Kula's patients to pur-—
shase handicraft materials in bulk. It
was funded by surcharges made against
the patients' gross receipts from the
sale of handicrafts made by them. The
fund was initially managed solely by
the occupational therapist, Patient

participation in the fund dwindled over
the years, and today the fund remains
only to accommedate patients and employ-
ees who wish to purchase craft supplies
on a cost-reimbursement basis. In re—
cent years, the fund has consistently
incurred deficits, and the hospital‘s
budgeted, program funds have been used
te maintain its solvency.

Recently, toc, the hospitzl business
office began to participate in the ad-
ministration of the fund. However,
daspite the business office's involve-
ment, because of the diffusion of res-
ponsibilities between the business
office and the occupational therapist,
the fund lacks effective budgetary,
purchasing and inventory controls.

Recommendationsg:

1. The State department of health and
the county of Maui, through the managing
committee of Kula Sanatorium, should
take steps to discontinue the occupa—
tional therapy fund. In its place,
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hespital funds, budgeted for patients
rehabilitation program, should be used
to purchase handicraft materials for
re-sale to patients on a cost-reimbursement
basis. The occupational therapy sup-
plies should be re-sold enly to patients
and not to employees.

2. Purchases should be on a cash basis
unless provided for by contract rates,

and all recoveries should be deposited

in the State general Ffund.

3. The State department of health and
the county of Maui, through the managing
ccmmittee, should assign all record—
keeping functions to the business cffice
and instruct the business office to take
an inventory of supplies and to recon-
cile sales and expenditures, annually.

VI. INSTITUTIONATL, PROPERTY MANAGEMENT

USE OF PUBLIC PROPERTY FOR PRIVATE
BUSINESS PURPOSES

Kula Sanaforium's facilities are cur-
rently being used, rent-free for the



following private business purposes:

{1} a private perscn operates a general
retail store, known as "Dobashi Store,”
in one of the cottages; and {2) the
superintendent and the resident physician-
surgeon maintain their offices for pri-
vake medical practices in Kula's
outpatient clinic. We find that these
rent-free uses of hospital facilities
violate (a) the State Constitutien's
prohibitions against the use of publie
property for private purposes; (k) the
State statute relating to real property
taxes; and {(¢) the State statute relating
to concession on public property.

1. Ceonstitutional prohibition. The
State Constitution prohibits the use of
public property except for a public pur-
pose. We can find no public purpose to
justify the rent-free use of Kula Sana-
torium's premises by Dobashi Store and
the two physicians. Further, the rent-
free use of public property, when per-
mitted, is generally authorized by
express statutory provisicns., We can

find no such statutory basis for either
Dobashi Store or the two physicians.
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2. Real property tax laws. The 3tate's
real property tax law requires the
assessment of real property taxes on a
person who uses public property for
private purposes in proportion to the
area occupied by the private tenant.
Upon our ingquiry, the State attorney
general ruled that the proprietor of
Dobashi Store and the two physicians are
liashle for real property taxes assessed
upon so much of the hospital premises
cccupied by them. Based on the attorney
general's ruling, the department of
taxation has indicated its intent to make
the necessary assessments effective
Jannary 1, 1967.

3, State concession laws. Chapter 7B,
RLH 1955, as amended, requires that con-
cession spaces on public property be let
on kbids. While the private medical
practices of the superintendent and the
resident physician-surgeon do not fall
within the definiticn of “econcessions,"
the operation of a retall store by
Dobashi Store clearly does. The statute
exempts from its bidding reguirements

concession spaces which are "set aside
without charge."” Since Dobashi Store
pays no rental, it appears that the
store space is technically exempt. But,
Dobashi Store carries on precisely that
kind of business for which the statute
intended that space in a public building
should be let only on bids. We believe
the exemption applies only to concession
spaces which are set aside without

- charge undey statutory or lawful

guthoritv. So interpreted, the space
used by Dobashi Store dees not fall
within the exemption.

Recommendations:

1. The State department of health and
the county of Maui, through the managing
committee of Kula Sanatorium, sheuld
immediately terminate the rent-free use
of space by Dobashi Store and the super-
intendent and the resident physician-—
surgeon to carry on their private
businesses. Reasonable rentals should
be required of them if they continue to
utilize hospital premises for private
business purpcses.
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2. The director of taxation should
issue appropriate directives to zll
public agencies informing them of the
requirements of law, rules and regula-
tions regarding the applicability of
real property taxes on public property
used for private purposes.

3., The State department of health and
the county of Maui should let concession
space on Kula Sanaterium’'s property for
private, retail store purposes only
after complying with the bidding require—
ments of chapter 7B, RLH 1955, as
amended.

4. The board of land and natural
resources should (a) issue appropriate
directives to all public agencies
regarding the setting of reasonable
rentals and the letting of concessions
on public properties; (b) maintain a
current inventory of all concession
spaces let on public lands and public
buildings, and {(¢) conduct periedic and
regular evaluation of all such conces-

sion spaces.



5. The State legislature should amend
section 7B~1(a)(5), RLH 1955, as
amended, so that concession spaces "set
aside without charge" may be exempted
from the bidding requirements only if
they are 50 set aside by legal author-
ity.

USE OF THE HOSPLTAIL, PHARMACY FOR
PRIVATE MEDICAL PRACTICE

The department of sccial services
appeoints physicians in private practice
as "government physicians" to provide
medical care to public welfare patients
for a monthly stipend, which ineludes a
cash zllewance for drugs dispensed by
the physicians to the welfare patients.
The drug allowance in many cases is less
than the physicians' actual cost, in
which cases the physicians must pay the
difference out of their own pockets.
The superintendent of Kula Sanatorium,
in his capacity as a private doctor, is
a "government physic¢ian" for the Kula
area. Under present arrangements, he
assigns his monthly drug allowance to
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the heospital, and the hospital pharmacy
dispenses all drugs prescribed hy the
doctor for his welfare patients.

We find that (1) the allowances assigned
by the superintendent to the hospital
have not been sufficient to recover the
cost of all drugs dispensed to his
public welfare patients and the superin-
tendent has failed to pay the difference
to the hospital; and (2) this practice
of using the hospital pharmacy to f£ill
the superintendent's drug needs c<uts
down his cost of carrying his own
inventory of drugs .and constitutes a
special privilege extended to no other
government physician.

Recommendation:

The State department of health and the
county of Maui, through the managing
committee, should take steps to recover
from the superintendent the full cost
of drugs dispensed by the hospital
pharmacy to his welfare patients; and
(b} collect from the superintendent a

reasonable charge for the use of the
hospital pharmacy in his private practice
of medicine.

EMPLOYEE DORMITORY MANAGEMENT

The sanatorium's four employee dormi-
tories are not fully occupied. The
housing of all employees in fewer
buildings will accelerate the phasing
out of the employee housing program in
conformity with current managing com-
mittee policy.

Regommendations

The State department of health and the
county of Maui, through the managing
committee, accelerate the phasing out
of the employee housing program by
gonsolidating the housing of employees
currently living in the various dormi-

tories.
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INDEX OF RECOMMENDATIONS
BY AGENCTES AFFECTED

County Agencies

County Attorney 60, 115
County Department of Civil Service 60, 76, 1l%

i - 0, 75-77. 81, B6-87,
i (Board of Supervisors) 16-17, 33, 56~58, 60, &
Countglggz?a;sciloi, 104, 105, 108, 111-115, 117-118, 121, 122, 124, 125-126

i - 81, BG6-87.
i Managing Committee 16-17, 35, 56~58, &0, 75-77, :
fule gifgg?rigg. 104? 1%5. 108, 111-115, 119, 121, 122, 124, 125-126

All Public Hospitals 35

State Agencies

Attorney General 33, 74-77, 109, 117-118
Accounting and General Services 57, B6-87, 91-92, 104, 121
Budget and Finance 74, 81, 86-87, 91-92, 118, 121

# - _87, 91-92, 100, 104, 1l¢5, 108,
16-17, 33, 35, 56-58, 60, 74-77, 81, B6-87,
Healﬂfoa, 110, 151°11s, 1177118, 121, 122, 124, 125-126

Land and Natural Resources 100, 124
Legislature 100, 125
Personnel Services 74-77, 117

Taxation 101, 124
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MEMORANDA OF COMMENTS OF AFFECTED AGENCIES

This report on Kula Sanatorium was com-
pleted in December, 1966. On December 30,
1966, we distributed copies of the report
to the various agencies affected by this
report,l via a transmittal letter, a copy
of which is attached as Attachment #1.
Bach agency was requested to submit to

us its comments, if any, ne later than
January 30, 1967.

The following agencies submitted their
responses:

State department of taxation -
{Attachment #2)

Department of civil service, county of
Maui ~ (Attachment #3)

Xula Sanatorium - (Attachment #4)

State department of health -
(Attachment §5)

lSee p. 127 of our report for a listing
of all affected agencies.
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State department of budget and finance =~
{Attachment $E)

State department of personnel services -~
{(Attachment #7)

State department of accounting and gen-
eral services - (Attachment #3)

Although our transmittal letter called
for the submission of responses by
Januzry 30, 1867, all responses received
¢n or before February 7, 1967, are in-
cluded in this part.



GENERAIL, NATURE OF RESPONSES

Except for Kula Sanatcrium, the respond-
ing agencies are generally in agreement
with our recommendations. Some of them
express reservations with respect to the
timing of the implementation of the
various recommendations. The objections
of Kula Sanatorium and the resexvations
of the other azgencies are summarized

below, together with our comments.

PATIENT'S CARE

Kula Sanatorium's response: Kula Sanato-

rium states,

"The primary purpose and the princi-
pal objective of any hospital, in-
cluding this cne, is to perform the
best patient care possible within
the limitatlions of available funds
and staff . . . .

'Nowhere in yeour rather voluminous
study is there any indication that
the care of patient is of any con-
cern to your staff. Myriad of
administrative practices and poli-
cies is without reference te the
care given the patients given to
our charge., We would suggest that

a well-run, administratively sound
hospital is completely meaningless

if the hospital is not more concerned
with its patients and their care than
neat organized charts and well-
written procedures.”

Cur comments: Qur report assumes that
Kula Sanatorium exists to care for
patients. A hospital, however, bheing an
organizational unit utilizing wvarious
resources--personnal, money and property
--cannot properly fulfill its responsi-
bilities without sound management policy
and practices. Further, "best patient
care", in and of itself, does not justify
viclation of law.

ACT 97 CONTRACT

Agency responses: The departments of
accounting and general services and bud-
get and finance indicate that our recom-
mendations cannct be meaningfully
implemented so leng as the public hoge
pitals are operated and managed under the
Act 97 contracts. They seemingly suggest
that the implementation of our reccmmen-
dations should await the termination of
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the contractual arrangement between the
State and the county of Maui. For
example, the department of accounting and
general services states,

"Tt is evident here that adminis-
tration of this hospital will
continue with little or no policy
change pending final conclusive
lagislative action to either trans-
fer this County Hospital in its
entirety to the State (along with
administrative staff at the Depart-
ment of Health level) or to restore
all responsibility to the County
of Maui.

"Until the former is accomplished,
it would appear that the Department
of Health can only continue to
provide a minimum of service, with
current known problems remaining
status que."

Our comments: We do not concur. We do
not believe that implementation of our
recommendations need await the termina-
tion of the contractual arrangements.
This is not to say that every recommen-—
dation can be fully implemented within a
short period of time. We are aware that
some of the actions we recommend, espe-
cially those suggesting studies, will
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require some time for completion.
Nevertheless, we believe that our recom-
mendations can and should be implemented
even while the hospitals are under con-
tractual arrangements with the county,.
Qur reasons follow.

First, cur recommendations which require
"gpoperation” or "assistance” of the
departments of accounting and general
services, budget and finance, and person-
nel services are those relating to prob-
lems, the resolution of which can be
materially enhanced through the skills
and technical knowledge of the three
staff departments. Those recommendations
which are directed primarily to the staff
departments and the departments of land
and natural resources and taxation relate
te the resolution of statewide problems
and the enforcement of statutory provi-
sions which apply to both the State and
the counties.

Second, the recommendations which are
directed to the department of health and
the county of Maul are those which deal



with specific, internal, cperational and
management problems of Kula Sanateorium.
as we pointed out in chapter 5, at foot-
note 1, although the county (under the
Act 97 contract) shoild he primarily con=
cerned with correcting deficiencies
existing at Kula, we nevertheless direc-
ted our recommendations to the department
of health as well, because Act %7 contem~
plates the eventual assumption of direct
responsibility of all public hospitals
by the State.

Aot 97 authorized the contractual
arrapgement to provide for "an uninter-
rupted continuwation of services" pending
the full assumption of responsibility by
the dapartment of health. During the
period of such contractual arrangement,
the department of health should exert its
influence and exercise what authority it
has to insure changes in the sanatorium's
policies and practices so that they will
conform to State policies which are
applicable to all other State health
institutions. To facilitate such
changes, we had recommended in our report
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that the contract with the county provide
for more State authority in effecting
policy changes.

It would appear that such preliminary
work done during the contract peried
sheuld facilitate the change-over when
the State finally assumes full and direct
responsibility of the hespital. The
department of health is in accoxd with
our views, although it expresses the
feeling that "it will be a lot easier to
implement state policy when the State
actually takes over the active management
of the public hospitals.”
states,

Its response

"We propose in the next few months
to begin preparations for direct
administration. Copies of the
department's perguisite policy will
be distributed so the hospitals can
be prepared to convert on July 1,
1967. Much of other work needs to
be done such as training persconnel
in state accounting and payroll pro-
cedures. If the contracts are to be
continued, much mere time and effort
will have to he spent on them to pro-
vide for stricter adherence to state
rather ‘than county rules, regulations
and pelicies.”

Third, Kula Sanatorium itself has adopted
State policies., See, for example, chapter

6 on employee perquisites. As such, the

State departments’ interpretations and

guidelines are necessary for the sana-

torium to properly apply the State
policies.

Fourth, we do not believe that the
county of Maui alone can effectively
bring about the necessary changes in

the sanatorium's policies and practices.
The ¢ounty has, for many years, kept its
hands off the internal operations of the
sanatorium. The ineffectiveness of the
county is illustrated in the letter of
the director of the department of civil
service, county of Maui (Attachment £3).

INSTITUTIONAL PERSONNEL MANAGEMENT

1. Regular employees' perquisites

Kula Sanatorium's response: Kula Sana-

torium does not agree with our recommen-—
dations regarding employee housing,
although it does acknowledye that

ineéuities do exist. EKula Sznatorium
believes that free housing should be
made available as a matter of "recruit-
ment incentive” to ummarried employees.

our comments: Such justification, of
course, should be preceded by an in-depth
study of the existing sitmation. In this
connection, Kula Sanatorium has indicated
that it will do such study and the de-
partment of personnel services has agreed
to aid the sanatorium.

2, Full-time physicians

Kula Sanatorium's and department of

health's responses: Both Kula Sanatorium
and the department of health believe that
both physicians {(in contrast to our find-
ings that one physician} should be on
full-time basis.

our comments: If such be the case, the
statutory provision (section 3-61(1),
RLH 1955, as amended) under which both
physicians are currently hired is not
applicable, and steps should be taken



immediately to implement our recommenda—
tions relating to placing the two posi-
tions under eivil service.

Department of health's response: The
department of health is of the cpinion
that to attract physicians of the
"proper ¢aliber” to Kula Sanatorium, the

physicians, although under civil service,
should be granted the "additional priv-
ilege of private practice.”

Our comments: We believe that this is
a recruitment problem which must be
resolved within the framework of ocur
statutes and with the cooperation and
assistance of the State and county de-
partments of personnel services.

3. Physicians' employment benefits

¥ula Sanatorium's response: With res-

pect to the benefits now enjoyed by the
contract physicians, Kula Sanatorium
unequivooably states that neither the
attorney general nor the personnel
director of Maui County advised Kula
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Sanatorium, The sanatorium further
states that it is not its intention to
take action on the physicians' con-
tracts at the present time.

Qur comments: We believe that pending
classification of the two physicians’
positions under c¢ivil service, our rec-
ommendation relating to securing a legal
opinion of the attorney general should

be immediately implemented. We believe
that this is necessary for the protection
cf both the hospital and the physicians
concerned.

FINANCIAL MANAGEMENT

Kula Sanatorium's response: Kula Sana-

torium does not agree that the profit
made from the vending machine consti-~
tutes special funds of the State, Tt
states,

"We do not concur that the profit
made from the vending machine con-
stitutes special funds of the State,
and we shall investigate similar
situations in other State buildings,

such as blind vendors® concessions
which profits are exclusively for
the use of the blind vendor."

OQur comments: Our recommendations with
respect to the income derived by the
sanatorium from vending machines were
based on statutory provisions. As
pointed out in our report, we are aware
that the problem of disposition of such
revenues exists at other public insti-
tutions and buildings. Our recommenda-
ticns are applicable egually to all of
these Institutions and buildings,

The income derived from vending machines
placed in public buildings by the public
agency in charge of the building should
be distinguished from the income derived
from vending machines placed in pubklic
buildings by a legally authorized con-
cesgitonaire. The blind vendors are
permitted concessicn spaces in public
buildings by section 7B-1, RLH 1%55, as
amended. As a part of his concession, a
blind vendor is allowed to place vending
machines, the installation of which he,
himself, contracts for with the vending
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machine company. The income derived
from sucit machines belongs to the bilind
vendor. HNo similar statutory provision
exists with respect to the placement of
vending machines in puplic buildings by
the public agency in charge of the
building,

PROPERTY MANAGEMENT
1. Dobashi Store

Kula Sanatorium's response: Xula Sana-

torium states that there are sufficient
precedents in the various departments of
the State to permit the practice of let-
ting Dobashi Store utilize rent-free
space.

Qur comment: We do not believe that
violation of law can be justified on the

basis of precedents.

2. Physicians' use of hospital space

Kula Sanatorium's response: Xula Sana-
torium states,




"We disagree that the utilization
of hospital facilities for private
patients is not in the public
interest. This policy permits
the two physicians to be imme-
diately available to the hospital
at all time and also provides the
residents of this district access
to facilities to which they are
entitled. Specifically we dis-
agree with the statement of
chapter 8, page 89, P¢ that this
practice does not serve a public
purpose. "

q5
Our comments: We guoted on page &,

Article VI, section 6 of the Constitution
of the State of Hawaii, which prohibits
the rant-free use of public property for

private business purpeses. We then
stated,

"Even the most liberal interpreta-
tion of this constitutional provi-
sion would prohibit the use of
public property for private profit,
without the payment of rental or
without some benefit to the public.
Neither the Dobashi Store nor the
private medical practices of the
Superintendent and the Resident
Physician, in themselves, can be
said to serve a public purpose and
thus justify the use of Kula's
facilities without the payment of
rental,” (Emphasis added.)
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3. Physic¢ian's use of nospital pharmacy

Kula Sanatorium's response; Kula Sana-

torium states:

"We further disagree with the con-
clusion reached in Chapter 8§ con-
cerning the dispensing of drugs to
welfare patients. The Kula Sana-
torium Managing Committee does not
permit the physician to retain a
private supply of pharmaceuticals.
The physicians take to the hospital
the free drugs which they receive
from pharmaceutical concerns; and

while no records are available as to

the monetary value of these drugs,

it amounts to a considerable saving
to Kula Sanatorium, In return for

the privilege, Kula Sanatorium's

Managing Committee has permitted the

physicians the use of the pharmacy.
This agreement is retroactive to
1964. The pharmacy is a profitable
department of Kula Sanatorium and
the State in that it lessens the
amount of State subsidy.”

our comments: Kula Sanatorium misses the

point of our report. All physicians,

whether or not they are government physi-

cians, receive free drug samples from

various pharmaceutical concerns. Without

a record of monetary value, it cannot be

said that the sanatorium realizes any
savings from that arrangement under which
the physician turns over his supply of
free drugs,
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Attachment §1

Dacember 30, 1966

During the summer of this year, this office conducted
an examination of the operations of Kula Sanatorium. Our
examinaticn was conducted pursuant to the duties and powers
vested in me by Article VI, Section 8, of the Constitution
of the State of Hawaii and Chapter 2, Part III, of the
Revised Laws of Hawaii 1955, as amended.

I transmit herewith for your studied consideraticn

cur preliminary report emtitled, "Management Audit of Kula
sanatorium." Extra copies of this report are alsc enclosed
for use by key members of your departmental administrakion.
The term, "preliminary," indicates that the report has not
been reieased for general distribution. However, copies of
this report have been submitted to the Governor, the Speaker
of the State House of Representatives, the President of the
State Senate, the County of Maui, and the State and county
agencies affected by this examination.

The final report will not be released until you have
had an opportunity to react to this preliminary report. If
you wish to discuss the report with us, we will be pleased
to meet with you on or before January 16, 1967. We await a
call from your office to fix the appointment., A "no call”
will be assumed to mean that a meeting is not required.

I would appreciate receiving by no later than January 30,
1967, your written comments on the recommendations directed
to your department and the specific actions you have taken
or intend to take with respect to each of them.

The splendid cooperation which youx departmental staff
has given us with respect to this audit examination is
gratefully acknowledged.

Yours truly.

A7
el
Clinton T. Tanimura
Auditor

J0HN A. BURNS
aova;

DEFARTMENT OF TAXATION RECEIVED
STATE OF HAWAIL Ja% 18

Honolulu, Hawaii

OFHEE
January 17, 1967 e CF THE AUDITOA

Mr. Clinton 7. Tanimura, Auditer
State of Hawaii

Loland Paiace

Honolulu, Hawalf 96813

Pear Mr. Tanimura:
SUBJECT: KULA SANATORIUM

This is in reply to your Decembez 30, 1966
request for cocme
::c:ntf“ﬁanagement Audit of RKula San;turium" as it relnce?tgt:h:nnz;:::-
rezgﬂ;ﬂﬂ‘g:gaz]ﬂ‘;::."TE:deDIrcthterfB, Recommendations, item 6 (page 94}, you
ector of Taxation 1ssue apprapriate d.
all public agencies indicatin ; Tte ratte nd
g the requirements of law and it 1
regulations with regard to the ap Srey tor 1o
plicability of th
to public property used for private purpase!s'." @ resl property tax laus

For your informaticn, upon the enactmen
t of Act 201, passed by the 1
iﬁ;;ﬁ:;“ﬁ n;dtnpproved by the Goevernmor on June 28,p1965, Mi Asgugssl{
> 4ssistant Director, Property Technical OFff ¥ 6
informed the following gove t el ok e o
Lafommed the fol 1“:3 government agencies and individuals of the provi-

» Department of Land and Natural Resources

» Departwent of Transportaticn

» University of Hawall

» Department of Hawailan Homes Land

g. Deparcuent of Education

. Mayor and Members of the City Council--Honolu

7. Chairman and Members of the Board of Su};er\risi‘:’s--
Maul, Hewaii, and Kausi

8. Board of Water Supply

However, In &ccordange with
your recommendations, the Department of
;:ﬂi:::;ﬂd &all de;attmnts of the State Govmrnm;m:, 1ncl;.udtngnthaseT:::::°n
concerning the provisi - )
nencio 1955. 2e a.menged. provisions of Section 128-22, Revised Laws of

Attachment ¥2

K+ BURNG
DINECTOR OF TAKATION



Attachment #3
COMM{SSIONERS PERFONHEL TIRECTOR
K maL

JAMES M. 1ZUML

Mr. Clincon T, Tanimura Xnnoet
Page 2 ? Odoocayen
Janua. . uli}
ey 17, 1967 D. Rickard
Y. HKuwaae COUNTY OF MAUI RECEIVED
hs For teal propercy tames on properties occupied by the Dobashi Seore DEPARTMENT OF CIVIL SERVICE
the Superintendent, and the Resfdent Ph * WATLLIE, MARL KAWL U 23 1667
will confirm the facc that as of J. ysi.ci;gsat she fula Sauacoriun, this I
anuary 7
assessed agalust these properties under the folléw;.-:zlt]a’;c‘;:;:f Fomes wexe Jonuary 19, 1967 T o THE AvoirOR
2-2-04-57 Robert Dobashi
2-2-04-58 Dr. Edmund A. Tompkins and

Dx.

Joseph E. Andrews Mr, Clinton Tanimura

Bincerely, Legislative Auditor
State of Hawaii

AL, » : Tolani Palace
C) Wi Lot Honolulu, Hawaii

E. J. BURNS Dear Mr. Tanoimura:
Director of Taxacion

1 This 1s in response to your letter of December 30, 196& requesting

cc:  Mr. August H. Landgraf, Jr. cur comments on the recommendations affecting this dapartment contained
in your Audit Report Ho, 66-2 entitled "Menegement Audit of Kula
Sanatoriun”.

Recgvary of Unsarned Vacation Leave Granted - item 1 (e}, page 5S;
Promobing Understanding and Complisnce with {Vecation) Ruleg &
Bepulations — item 2, page

The Rules and Regulations on Vacation {and Sick] Leavem are
prescribed by the Chairman of the Board of Supervisora, subject
to the approval of the Board of Supervisors (Sec. 5-42, RLE 1955,
as amended)., Morsover, bthe responsibility for administering thess
rules and reguistions hag not been assigned to this department.

In these rules and regulations, the Persomnel Director is charged
only with the follewing:

a. Receive and investigate complaints from employees
regarding crediting, granting or refuael of granting
vacation {(and sick? leave and making recommendations
therefor to the department head concerned and/or the
Chajrman (Rule S—hf.

b. Recommend changes and/or additions to the rules and
regulstions (Rule 5-5).

Reports on vacation leaves are made by each depsrtment to
the County Auditor on such forms and such times prescribed by
him (Rwle 2-12), therefora, the central records and controls are
in and kept by the Office af the County Auditor.



Mr. Clinton Tanimura -2- Jenusry 19, 1967

Under these circumsbances, it eppears mors appropriate thatb
any action with regard to the recommendations on recovery of
vnearped vacation leave and promoting understanding end compliance
with the rules ané reguletions be taken by the Office of the
County Aitorney rather than the Department of Civil Service.

We heve been advised by Kula Saneiorium, however, thet the
case of the employee granted the unsarned vacation has been settled
by charging asuch vacatlon against the vacabion credits sarned by
the employee subsequently.

Por your information, the State Conference of Civil Service
Commissioners snd Persormel Directors at its conference hold thia
month approved legislative propesal to transfer the promulgation
and administration of vacation and sick leave rules to the several
departments of civil service with the view of providing uniform
application and coordination with other personnel rulee andd
regulations prescribed by the personnel dspartmenta.

Enclosed i3 & copy of the Maui County Rules and Regulations
on Vacation and Sigk Leave and the Conforence‘s proposed legisla-
tion to amend Sec. 5-42, RLH 1955, as smended, relating to rules
and regulations on vacation and sick leave.

idelines for Contractual Fmployes Benefits - jtem 1 lec age_ 58,

We shall be happy to mssist in developing and/or administering
any guidelines which may be proposed by the State for contractual
employess undsr Act 97 contracta.

Recrultment of Superintendent - item L, page 69,

Upon determination of the points made in the recommendations
regerding the position of Superintendent of Kula Sapnatorium, we
will mssist in any way possible to implement such determinations
if the position still pemains under the jurisdiction of the Gounty
of" Maui,

We hope that these comments cover the recommendations ecited in
the report, Hewever, if you require further comments or additionel
information, please notify us, Also, if we may be of any further
assistance to your office, please feel free to call on us.

Sipcerely, .
e B —// jf T T
JMI/e0 .\ JAMRS M. IZUME
s Pgraonnel Director
Encla,

[Enclesure comitted]

Attachment §4

CoPY

Edmund Tompkins, M.D. Rikio Tanji
General Superintendent Assistant Hospital

Administrator

Kula Sanatorium
Help Fight Tuberculosis . It is curable

Kula, Mani, Hawaii 926790
January 27, 1967

The Honorable Clinton Tanimura
Legislative Auditor

Iolani Palace

Honolulu, Hawaii

Dear Sir:

The Managing Committee of Kula Sanatorium and General Hospital
acknowledges receipt of your report. Your numercus suggestions
have been studied by the Committee, and the services of the
Department of Health and Department of Personnel Services were
made available to the Committee in determining which of the
prob%ems discussed herein could be immediately resolved and which
required additional work before an eguitable solution satisfactory
ED bothhtge Managing Committee and the Department of Health could
e reached.

The report was excellent in that it brought ¢learly into focus the
many prqblems faced by the hospital and other County hespitals in
attenpting to comply with State directives while operating within
the historical and traditional confines of the County policy and
administration.

Before gn%ng into any discussion, the problems and recommendations
for solution as proposed by your staff, we believe it important that
sitlsfactory issues and onr stand on these issues be made extremely
clear.

1) Thg primary purpose and the principal objective of any hospital,
1qclgﬂlng this one, is to perform the best patient care possible
within the limitations of available funds and staff. This is the
purpose and objective by which this Managing Committee has been
gulded; and as long as there is a Managing Committee, this will be
the guide for motivation and actign: “to furnish the best patient
care within the limitation of money and staff available."
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Nowhere in your rather voluminous study is there any indication
that the care of patient is of any concern to your staff. Myriad
of adwinistrative practices and policies is without reference to
the care given the patients given to our charge. We would sug-
gest that a well-run, administratively sound hospital is completely
meaningless if the hospital is not more concerned with its patients
and their care than neat organized ctharts and well-written proce-
dures.

2) 8¢ long as the present provedure is in eifect under Act 97

and the County of Maui delegates to the Managing Committee of Xula
Sanatorium full austhority to manage the hospital, we will continue
to manage it to the best of our ability within the language of the
existing contract or the next contract, whatewver the terms may be.
1If there were inconsistencies in pelicies,- it was becauge wa tried
to use State policies in place of ocur own, forgetting the unigque-
ness of the Kula Hospital. We will not make the same mistake
twice. Our problems are especially unique because of our location,
but we shall expect that not only for us but for each hospital sc
involved. The problems will be studied and solutions found within
the context of the envirconmental location within which the hospital
ig located.

This is not to say that practices and procedures cannot be improved.
They can, and we are most grateful for the assistance accorded to
us in attempting to help us £ind solutions to our many problems in
providing the best care possible to our patients.

To discuss in some detail the recommendations contained in your
report and the action being faken by this Committee to implement
your suggestions, we will ask your consideration of the following:

1) The Managing Committee has reviewed its policy on housing and
will soon be ready to issue a new policy. At the same time we have
addressed a latter to the Department of Personnel Services suggest-
ing that a fourth basis for the granting of perquisites be included
in the State's over-all policy, such being "recruitment ingentive."
The lack of eligible bachelers and any kind of normal social life,
as far as young professional people raised in a highly industrial
and educated society are used to, claims constant unrest in employ-
ment. In addition, people within the Xula District are not inter-
ested in and not gualified for hospital jobs; as a consequence,
employment is generally from the lower reaches of the Island within
the competition of tourist industries. More and more empleyeas are
finding employment closer to home or in jobs paying higher wages
for the same amount of travel., If we are to keep our employees

and secure new employees, scme perquisites such as free or neminal
value houses, etc., must be continued o be offered.

The Honorable Clinton Tanimura
January 27, 1967
Page 3

2} We agree that free housing should not be furnished the Assist-
ant Administrator since his services are not required on either
emergency or stand-by basis. He is primarily our business manager
and Fiscal officer. Nevertheless, he has not used the house pro-
vided him and we shall shortly find a better use for the house.

With regard to your recommendations on perquisites, we will do a
study in depth as time permits and will adjust our policy depending
upon the results of such studies and our success in getting the
State to change its basis for granting pergquisites, We find it
necessary to state that while we do not agree with your recommenda-
tions, we thank you £or bringing the inequities to cur attention so
that they may be considered by this Committes.

3) With regards to the contract of the Superintendent and Physician-
Surgeon, we have given considerable thought te your ¢emments in the
report although we talked thoroughly with you in persen. We never-—
theless wish to express in writing our thinking so that there will
be no misunderstanding of cur position in spite of your statement
that neither the Attorney General nor the pgersonnel director of

the Maui County passed upon the contents of the contract: one
approving as to language and form and the other exempting it from
Civil Service. Both of these departments had an obligation te
advige us: neither did, Further, we were advised by legal counsel
that if the right to engage in private practice were to be permitted
it could be accomplished only through the use of their authority in
gquestion. Therefore, the contract and its provisions are binding
upon the Managing Committee since they follow the precedent estab-
lished by the County. We and the managing committee of other

county hespitals are committed to fellow through.

Contrary to your statement that the use of contract authority indi-
cates intention that the service be provided on a parttime basis,
Kula has always used its superintendent and physician-surgeon on a
full time basis because Kula serves the needs of the upper regions
of Haleakala and it is not known that there has been available to
the residents of Upper Kula any physician other than that employed
by the hospital. The authority to engage in private practice and
the willingness on the part of the physician to do s¢ have been a
requiremnent.

It is not our inmtention to take action on the physician's contract
at the present time. We firmly believe this action was taken in
good faith and if the authority cited is improper, it ¢an be said
that all counties are equally guilty for using this authority.
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We are exploring the possibility of establishing a civil service
pesition and if as a result of this consideration, we will issue
a certificate to fill the vacancy under Civil Service. We will
again review this contract situation.

4) I have conferred with the majority of the members of the Man-
aging Committee with regard to the findings and recommendations in
Chapter 7 of your report, and the following will indicate the action
taken to date of these recommendations.

For the next 3 months, beginning February 15, we will regquest each
employee receiving mileage allowance to maintain records for us to
determine whether a flat rate or a mileage rate is more advanta-
geous to the hospital. At the conclusion of the 3-month period,
we will make a. further determination as to action taken.

We do not concur that the profit made from the vending machine con-
stitutes special funds of the State, and we shall investigate
similar situations in other State buildings, such as bhlind vendors'
concessions which profits are exclusively for the use of the blind
vendor.

The same review will be made with regard tc the services provided
the Dobashi Store (Chapter B) and the OT Department,.- We bhelieve
that there are sufficient precedent in the various departments of
the State to permit these practices, and if not, we can suggest an
extension of the present State policy te include them.

We disagree that the utilization of hospital facilities for private
patients is not in the public interest, This policy permits the
twoe physicians te be immediately available to the hospital at all
time and also provides the residents of this district access to
facilities to which they are entitled. Specifically we disagree
with the statement of Chapter 8, page 89, P4 that this practice
does not serve a public purpose. We further disagree with the
conclusion reached in Chapter 8 concerning the dispensing of drugs
to welfare patients. The Kula Sanatorium Managing Committee does
not permit the physician to retain a private supply of pharmaceuti-
cals. The physicians take to the hospital the free drugs which
they receive from pharmaceutical concerns; and while no records

are available as to the monetary value of these drugs, it amounts
to a considerable saving to Kula Sanatorium. In return for the
privilege, Xula Sanatorium's Managing Committee has permitted the
physiciane the use of the pharmacy. This agreement is retroactive
t¢ 1964, The pharmacy is a profitable department of Kula Sanato-
rium and the State in that it lessens the amount &f State subsidy.

The Honorable Clinton Tanimura
January 27, 1267
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Action has been taken requiring the Business Manager to bring the
vacation and sick leave credits of employees up to date and to
issue instructicns to all supervisors to plan their vacation
schedule in advance. In addition on October 30 of each year the
Business Manager will be instructed to account to the Administrator
for all vacation credits, and a memo will be issued to the super-
visors whose employees appear to be endangered of losing their
leave so that necessary action can be taken to protect them from
such losses wherever possible.

Although the Depariment of Health has not yet written to us con-
cerning the recommendation, No. 1, Chapter 5, we have completed in
a loose binder form those written policies and procedures presently
in effect at Kula. We are forwarding this compilation te the
Department of Health., As new policies and procedures are ready

for implementation, copy of these will be forwarded to the Depart-
ment of Health for their review and approval,

May we again say that we appreciate your assistance and hope that
this will be an indication of good faith on the part of this
Managing Committee in its desire to effectuate changes which will
be of benefit to Kula Sanatorium and in ocur ultimate objective of
effecting best patient care possible.

Sincerely,

(SIGNED) J. WALTER CAMERON
J. Walter Cameron

Chairman, Managing Committee
Kula Sanatorium
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Mr, Clinton T. Tanimura
Auditor

State of Hawail
Honmolulu, Hawail

Dear Mr. Tenimurai
Re: Mamagement Audit of Fula Sanatozium

This is in Tesponse to your zequest fox comments on the subjeet
report,

First of 211, we should like to pelut out that the responsibility
for Act 97 hospitals was placed upen this department wlthout any additiomal
staff. The transfer occurred at a time when many advances in hezlth legisiation
and programs were belng made both by the State and Federal governments. Of
necessity, supervision aver Act 97 hospital operations has been minimal. Under
the contractural relationship, the hospitals have econtinued to be subject te
county laws, rules, and regulations except for those provisions menticned in
the conkracts.

At the meeting carlier this month at Kula Sanatorium, the managing
comuittee safd that they would be submitting comments on the report and it is
expected that they will outline = course of action. Therefore, we will not
comment an each of the spercific recommendations in the report, We will assist
in eny way we can but this will be minimal because the Legislature wiil soom
be meetinz and we must prepare for hearings.

Hany of the recomsendations are based on the contract terms and
perquisite policy. The State may teke over the active management of the
hospitals on July 1, 1967 and & ataff of three persons to sdminister Che
hospitala is included in the Governor's recommendation for the fiscal year
then beginning, It will be a lot easier fo implement state policy at that
time because of the direct authority we shall have. We propose inh the next
few months to begin preparations for direct administration, Copies of the
departmest's perguisite pelicy will be distribuced so the hospitals can be
prepared to convert om July 1, 1967, Much othexr work needs te be done such
as training personnel in state accounting and payroll procedures. I1f the
contracts are to be continued, much more time and effort will have to be spent
on them to provide For stricter adherance to state rather than ecounty rules,
regulations and policies.

Mr. Tanimura
Page 2
January 30, 1967

An area of considerable concern to us in the Tepo:

of physicians® ssleries and perquisites. It seems to us zh:z ii::;::::::z::
should be given to the fact that there must be medical coverage available
coniinuoualy. Dectors generally have much longer than &40 hour work week and
:ﬁe ::ali: one must be always available for emergencies, Their personal lives

i m:cu::re :ezi_:récterl than the average person's because rheir responsibilities
g0 not fen e at 4:30, Even vacations must be planned when relief is available.
ey e, consideration needs to be given to the medical needs of the people
oh the community. We think it i3 necessary that there be two full-time

1; {sieians at the heospital. We agree that they should be in Civil Service as

() i-time positions but with the additfomal privilege of private practice. It
z;uw: czu;dszgcdaytind:ed :n; Kula Sanatorium and for the people of the c;mmnity

et and ref ici
being taken to c%assify theapgsgzzz:l:tﬂns of the proper caliber. Steps are nov

We appreciate the time and effort
your staff has taken in the
gz:g::a;tgn o:ithis report, Many of the recommendations refer to other hospitals
P ed by this department and we can certainly profit by the many recoemmendattons,

especially if the State does tak
iy L 156r ake over active management of the Act 97 hospitals

Very truly yours,

SN AU TR

WALTER B, QUISEMBERRY, M.D. J
Director of Health

cc:  Department of Budget and Fipance
Department of Accounting and General Services
Depaxtment of Personnel Services
Kula Sanatorium
Governcr John A. Burns
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Honorable Glinton T. Tanimura
Auditor of the State of Hawaii
State of Hawsil
Henelulu, Hawail

Dear Mr. Tanimura:

This is in zeply te your letter of December 30, 1966 concerning
a preliminary report prepared by your vffice on & "Mapagement Audii of
Kula Sapatorjum, We were glad to bave had the opportunity to discuss
with youn during our meeting on January 19 several of the racommendations
in the report.

I believe we ave in agreement that the recommendations affect-
ing this department, buth with state-wide implications and pertaining
te Kula Sanatorium in pazticular, will require some time to be fully
implemented. In the case of vending machine revenues, as an example,
it would be preferable to take a complete inventory of the number and
location of vending machines or state properties and the pregent arrange-
ments in the use of such earned Income to dekermine what gpecific
administrative or legislative actiom will be required. Other recommenda-
tiong in the report which affect this department are specificelly directed
at Kula Sanatorium, and they are so fntertwined with the state®s contrac-
tual relationships with the County of Maunl that it might be best to
await the complete transfer ¢f functioms to the staze, which fs, as you
are undoubtedly aware, a task by itself.

You may be assured that the recommendations of your report

are being carefully considered. Your cooperative approach on this and
other matters is greatly appreciated.

Andrew T. F. Ing, Ditn:ctor i\

ANDREW T. F. INQ

JOHN A, EURNE
sevarnan aF HawATl
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e

Henerable Clinton T. Tanimura
Legislative Auditor

State of Hawaii

Lolani Palace

Honolulu, Hawaii

Dear Mr. Tanimuras

We have reviewed your preliminary report entitled “Management
Audlt of Kula Sematarium.® As you know, we are presently in the
process of conducting a survey of 2ll hospital esupport positions
and in this connection have had occasion to study in some depth
the conditions existing at Kula Sanatorium, We have consulted with
the Managing Committes and the Administrator at Kula concerning
those aspects of your report which relate both te the hospital and
to the Department of Personnel Services.

As a result of our discussions with Kula efficials, vre believe
that many of your recommendations are ly being imp. d
and that other changes in administrative pelicy and pru:edure will
be effected as time permits. Many of the problems at Kula, of
course, ere of anbistorical nature and have been compounded by
the shift in patient care emphasis from tuberculesis te gemeral
care.

We have been requested by the Managing Committee to review
the state's policies on perquisites and we are presently in the
process of making this study. TIn this connection, we have been
advised that the practice of granting free housing to the Business
Manager has been discontinued since his services are mot required
on either an emergency or standby basis.

we have also been advised that appropriate action has been
taken requiring the Business Manager of Kula to bring the vaca-
tion and sick leave credits of employees up to date and to issue
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adequate precedural instructions to supervisors to prevent future

violation of leave regulations.

ANCEVED
STATE OF HAWAII

inue to .

ow may be assured that this department will cont! P ARTHENT OF ACBOUNTING

work ‘11:1059;; with management officlals st Kkula Sznaterium to AND GENERAL SERVICES a7
insure proper Smplementation of the recommendations contained .o BOX 1B ORHICE CF THE AUBHOE
in your report and to assist them in every way possible in - gH
promoting the improvement of their personnel management policles HONGLULU, HAWAI PagIO ———

and procedures. Januvsry 31, 1967
Sincerely,

(urs.) EDNA TAVARES TAUE)

Director of Personnel Services Mr, Clinton Tanilmura

Legislative Audicaz
Ioiani Palace
Honolelu, Hawaii 968513
gey Governor
Dept. of Budget & Finance Deax Mr. Tanimura:
pept. of Health
Dept. of Actounting &

Thia is a reply to your request for comments on the Management
General Services ply yo qt y:3

Audit of Kula Sanatorium.

We have reviewed the subject report end could recommend

8 ing and cor: ing present procedures in Institutional Pex-
sonnel and Financial Hanagement, However, the present contract created
by Act 97, Session Laws of 1965, between the State and the County of
Maui dated July 2, 1965, spells out in Article I "that the County shall
pexform the following services in the same manner and to the same extent
as heretofore performed by it prior to the effective dace of Act 97,
Session Laws of Hawali 1955, except as otherwise provided hereinafter:

(1) {does not apply)

(2) the plamning, construction, improvement, waluntenance
and operation of public hespitals and ocher public
health &nd medical facilitles."

Under Arxticle V, it specifies services to be provided by the
County to include Kulae Saznatorium and General Hospltal, then details in
D, County Hospitals. 1. The County shall not amthorize or permit- the
the governlng beard of any county hospital to make or adopt any change
ia policy, relative to the governwent ¢z administvation of such county
hospital, without the prior written approval of the State Directer of
Health."

It is evident here that administration of this hospital will



Mr. Tanimra ~2- January 3L, 1967

continue with little or no policy change pending final conclusive
legislative action to either tramsfer this County Hospital in its en-
tirety to the State (along with administrative scaff at the Department
of Heakth leval) o to restore all respansibilicy to the County of
Maul.

Until the former is accomplished, it would appeat that the
Department of Health can only continue to previde a minimm of service,
with current known problems remaining status quod.

Respectfully yours, - >
: -
MR wen

V. MARCIEL

State Comptroller

ce: Director, Depariment of Health
Direstor, Depariment of Budget and Finance
Divector, Department of Personnel Services
Kula Sanatorium
Governot John A. Burne
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Long and Short Range Programs of the Office of
the Auditor, Dec. 1965.

A Preliminary Survey of the Problem of Hospital
Care in Low Population Areas in the State of
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Examination of the Office of the Revisor of Statutes.
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An Analysis of H.B. No. 16, Entitled: A Bill for an
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Therefor. Feb. 1966,
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