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Foreword

This is a report on our review of revolving funds, trust funds, and trust
accounts used by or administratively attached to the Department of the
Attorney General, Department of Business, Economic Development, and
Tourism, and the University of Hawaii.

Section 23-12, Hawaii Revised Statutes, requires the State Auditor to
review all existing revolving and trust funds every five years. The
reviews are scheduled so that the funds administered by each state
department will be reviewed once every five years. This is our third
review of the revolving and trust funds, and trust accounts of these three
departments.

We wish to acknowledge the cooperation extended to us by the officials
and staff of the Department of the Attorney General, Department of
Business, Economic Development, and Tourism, and the University of
Hawaii.

Marion M. Higa
State Auditor
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Chapter 1

Introduction

This is a report on our review of revolving funds, trust funds, and trust
accounts of the Department of the Attorney General, the Department of
Business, Economic Development, and Tourism, and the University of
Hawaii. Section 23-12, Hawaii Revised Statutes (HRS), requires the
State Auditor to review all existing revolving and trust funds every five
years. The reviews are scheduled so that the funds administered by each
state department will be reviewed once every five years. This is our
third review of the revolving and trust funds of these three departments.
The second report conducted in 1994 (Report No. 94-19) reviewed 51
revolving funds, trust funds, and trust accounts. In this report, we
reviewed 82 revolving funds, trust funds, and trust accounts.

Background

In Act 240, Session Laws of Hawaii (SLH) 1990, the Legislature
required our office to conduct a review of special and revolving funds
and to recommend whether they be continued, modified, or repealed.
The Legislature was concerned that the proliferation of these types of
funds had diverted resources from the general fund and, as a result, had
weakened the Legislature’s control over public moneys. Moneys
deposited to and spent from special and revolving funds are not subject
to the same level of legislative scrutiny as those that are deposited to and
expended from the general fund.

We completed the review of special and revolving funds required by Act
240 and presented the results of those reviews in five separate reports
issued in 1991 and 1992. We reviewed 166 special and revolving funds
and recommended that 70 of them be repealed, discontinued, or
sunsetted in the future. We also found that many funds held cash
balances far in excess of program needs and recommended that excess
cash be transferred to the general fund.

Section 23-12 expands the concept of Act 240. Instead of special and
revolving funds, Section 23-12 requires our office to review existing
revolving and frust funds at least once every five years. The review is to
include a five-year financial summary, an evaluation of the original
intent and purpose of each fund, and the degree to which each fund
achieves its stated purpose.
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Description of
Revolving Funds,
Trust Funds, and
Trust Accounts

Revolving Funds Section 37-62, HRS, defines a revolving fund as a fund “from which is
paid the cost of goods and services rendered or furnished to or by a state
agency and which is replenished through charges made for the goods or
services or through transfers from other accounts or funds.”

Revolving funds are often established with an appropriation of seed
money from the general fund. Activities financed by revolving funds
include loan programs that are initially established by general fund seed
moneys and then replenished through the repayment of loans. The State
Motor Pool Revolving Fund is another example of a revolving fund. The
fund purchases and maintains the State’s fleet of motor vehicles and is
replenished by charges to state agencies for the use of the vehicles.

Trust Funds Section 37-62, HRS, defines a trust fund as “a fund in which designated
persons or classes of persons have a vested beneficial interest or
equitable ownership, or which was created or established by a gift, grant,
contribution, devise or bequest that limits the use of the fund to
designated objects or purposes.”

Trust funds invoke a fiduciary responsibility of state government to care
for and use the assets held for the benefit of those with a vested interest
in the assets. A pension fund is one example of a trust fund.
Contributions and payments into the fund are to be held for the
beneficiaries of the pension fund. Tenants’ security deposits are held in
trust fund accounts. Until forfeited or returned, deposits are the property
of the tenants and should be accounted for accordingly.

Trust Accounts The Department of Accounting and General Services defines a trust
account as a separate holding or clearing account for state agencies. A
trust account is often used as an accounting device to credit or charge
agencies or projects for payroll or other costs.
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Criteria for The criteria used to review revolving funds is essentially the same ones
i i used in our prior review of special and revolving funds. The criteria for
eviewing g
Revolvin g Funds reviewing revolving funds are the extent to which each fund:
H
Trust Funds, and

Continues to serve the purpose for which it was originally
Trust Accounts created;

* Reflects a clear link between the benefit sought and charges
made upon the users or beneficiaries of the program, as opposed
to serving primarily as a means to provide the program or users
with an automatic means of support that is removed from the
normal budget and appropriations process;

*  Demonstrates the capacity to be financially self-sustaining; and

* Isan appropriate financing mechanism for the program or
operation.

The first and second criteria were taken from Act 240, SLH 1990. The
third and fourth criteria were developed by our office from a review of
public finance literature.

The criteria used to review frust funds are the extent to which each fund:

Continues to serve the purpose for which it was originally
created;

*  Provides the benefits or services originally intended to the
beneficiaries;

*  Requires no general fund appropriation; and
*  Meets the definition of a trust fund.

The first two criteria were taken from the first two objectives of Section
23-12, HRS, asking for (1) an evaluation of the original intent of each
fund, and (2) the degree to which each fund achieves its stated purpose.
The third criterion assesses whether the fund depends upon general fund
appropriations. If general fund appropriations are needed to finance its
activities (as opposed to providing seed moneys only), classification of
the fund as a trust fund may not be warranted. The fourth criterion
assesses whether the fund is held by the State for the benefit of those
with a vested interest in the assets.
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Similar criteria are used for the review of trust accounts. These are the
extent to which each account:

+ Continues to serve the purpose for which it was created; and
* Requires no general fund appropriation.

We will also review performance standards established by the agency for
the fund and the degree to which the fund met those standards.

Objectives of the 1. Identify and review each of the revolving funds, trust funds, and

Review trust accounts of the Department of the Attorney General,
Department of Business, Economic Development, and Tourism, and
the University of Hawaii.

2. Provide a five-year fiscal summary for each fund or account

reviewed.
Sco pe and This review examines those revolving funds, trust funds, and trust
Meth odology accounts administered by or administratively attached to the Department

of the Attorney General, Department of Business, Economic
Development, and Tourism, and the University of Hawaii during the
five-year period under review. We reviewed funds and accounts
established by statute as well as those established by administrative
authority.

We researched the legislative history and other supporting documents to
determine each fund or account’s intent and purpose. We also reviewed
any performance standards established by the departments and the
university and other documents as appropriate. However, we found that
a majority of the funds and accounts did not have any performance
standards.

To gain an understanding of fund operations, we interviewed key fiscal
and program personnel. We did not audit the financial data provided by
the agencies for the five fiscal years. This data is being provided for
informational purposes only. We then applied the criteria explained in
this chapter. Financial data for FY1993-94 (ending balance) included in
our previous report were estimates provided by the departments and
university and may not correspond to the financial data for FY1994-95
(beginning balance) contained in this report. Also, transfers are reported
as a net amount for each respective year.

Our work was performed from July 1999 through November 1999 in
accordance with generally accepted government auditing standards.
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Department of the Attorney General

This chapter presents the results of our review of four revolving funds,
two trust funds, and five trust accounts of the Department of the
Attorney General. For each fund or account, we present a five-year
financial summary, the purpose of the fund or account, and conclusions
about its use. We do not present any conclusions about the effectiveness
of the program, its management, or whether the program should be
continued. In alphabetical order, we present first those funds and
accounts established by statutory authority followed by those accounts
established under administrative authority.

Funds Established Child Support Enforcement Trust Fund, Section 576D-
Under Statutory 10, HRS
Authority

Financial Data for Fiscal Years 1995-1999 (in thousands)

FY1995 FY1996 FY1997 FY1998 FY1999

Beginning Fund Balance $4,124 $4,285 $3,729  $3,498 $7,150

Revenues 76,005 81,418 87,085 89,425 97,966
Interest 97 74 84 103 71
Expenditures (75,941) (82,048) (87,400) (85,876) (102,765)
Transfers 0 0 0 0] 0

Ending Fund Balance $4,285 $3,729 $3,498 $7,150 $2,422

Encumbrances 0 0 0 0 0

The purpose of this fund is to account for the collection and
disbursement of court ordered child support payments. The source of the
receipts is the non-custodial parents who pay for child support. The
beneficiaries of the disbursements are the children of the custodial
parents. This fund serves the purpose for which it was originally created
and continues to serve the intended beneficiaries—the children of
custodial parents. The fund receives no general fund appropriations.
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Criminal Forfeiture Revolving Fund, Section 712A-16(4),
HRS

Financial Data for Fiscal Years 1995-1999 (in thousands)

FY1995 FY1996 FY1997 FY1998 FY1999

Beginning Fund Balance  $695 $552 $293 $98 $231
Revenues 555 387 654 1,099 915
Interest 0 0 0 0 0
Expenditures (476) (340) (349) (777) (706)
Transfers* (222) (308) (500) (189) (300)
Ending Fund Balance $552 $293 $98 $231 $140
Encumbrances 0 0 0 0 0

* Transfers were made to the seizing agency for property seized and the prosecuting
agency that prosecuted the forfeiture.

This fund was created in 1988 to account for one-half of the proceeds of
cash and property forfeited because they were used for or to facilitate
certain crimes or criminal activity. The fund is used to defray the cost of
training county prosecutors and police officers, marine patrol officers,
deputy attorneys general and other law enforcement personnel. The fund
continues to serve the purpose for which it was created. Forfeited cash
and property are distributed to state and local governmental units for the
education and training of law enforcement officers, including staff of the
Department of the Attorney General and the county prosecuting
attorneys. However, no linkage exists since receipts are derived from
property forfeited and not from charges on those who benefit from the
fund. Prior to July 1, 1998, the asset forfeiture program manager
position was paid out of general funds and subsequently was paid from
this fund. The previous sunset date of July 1, 1996, for this fund was
repealed through Act 104, SLH 1996. The fund does not meet all four
criteria of a revolving fund.
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Criminal History Record Improvement Revolving Fund,
Section 846-10.6, HRS

Financial Data for Fiscal Years 1996-1999 (in thousands)

FY1996 FY1997 FY1998 FY1999

Beginning Fund Balance  $0 $166 $301 $441
Revenues 195 174 440 549
Interest 0 0 0 0
Expenditures (29) (39) (300) (555)
Transfers 0 0 0 0
Ending Fund Balance $166 $301 $441 $435
Encumbrances 0 0 306 160

This fund was established in 1995 to improve the criminal history record
information system by collecting fees from criminal history record
checks, fingerprint-based searches, expungement of arrest records, and
certification of documents. The fund is used to defray the costs of
criminal history record checks and printing. A direct link exists between
the benefits sought and the charges made upon the users because those
who request services are charged fees that are deposited into the fund.
The fund continues to serve its original purpose and is self-sustaining.
The fund meets all four criteria for a revolving fund.

Hawaii Criminal Justice Commission Trust Account,
Section 28-10.6(a)(5), HRS

Financial Data for Fiscal Years 1995-1999 (in thousands)

FY1995 FY1996 FY1997 FY1998 FY1999

Beginning Fund Balance $12 $13 $10 $11 39
Revenues 1 49 2 0 24
Interest 0 0 0 0 0
Expenditures 0 (52) (1 (2) (26)
Transfers 0 0 0 0 0
Ending Fund Balance $13 $10 $11 $9 $7

Encumbrances 0 0 0 0 0
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Established in 1985, this account continues to be used to deposit and
expend financial grants and donations for crime research, training,
prevention, and education. Program activities include the McGruff
Child Protection and Drug Prevention Program, and the production of
video documentaries relating to the criminal justice system and crime
prevention. Registration fees collected from workshop and seminar
participants are also deposited into the account. This trust account
serves the purpose for which it was created.

Notaries Public Revolving Fund, Section 456-9.5, HRS

Financial Data for Fiscal Year 1999 (in thousands)

FY1999
Beginning Fund Balance $0
Revenues 67
Interest 0
Expenditures (31)
Transfers 0
Ending Fund Balance $36
Encumbrances 0

This fund was established in 1998 to account for the receipts of notaries’
original and renewal commission fees, penalties and fines, and interest
earned. The fund continues to serve the purpose for which it was created
and is being expended for personnel, equipment, training, and other
operating and administrative costs related to the notary public program.
A direct link exists between the benefits sought and the charges made
upon the users. Individuals who become notaries are assessed fees to
support the occupation. Start-up funds of $10,000 were provided to fund
the program until it becomes financially self-sustaining. This fund meets
all four criteria for a revolving fund.
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State Identification Revolving Fund, Section 846-27, HRS

Financial Data for Fiscal Year 1999 (in thousands)

FY1999
Beginning Fund Balance $0
Revenues 484
Interest 0
Expenditures (183)
Transfers 0
Ending Fund Balance $301
Encumbrances 13

Created in 1998, this fund continues to serve its original purpose of
collecting fees for processing and issuing state identification cards and to
pay for program related expenses. A link exists between the benefits
sought and the charges made upon the users of the program. Individuals
who request state identification cards are assessed a fee to support and
maintain the program. Start-up funds of $75,000 were provided to fund
the program until it was able to collect enough revenue to be financially
self-sustaining. The fund meets all four criteria of a revolving fund.

Criminal Forfeiture Bond Holding Account

Financial Data for Fiscal Years 1995-1999 (in thousands)

FY1995 FY1996 FY1997 FY1998 FY1999

Beginning Fund Balance $21 $20 $28 $29 $28
Revenues 0 0 0 0 0
Interest 0 0 0 0 0
Expenditures 0 0 0 0 0
Transfers* (©) 8 1 (1) 8
Ending Fund Balance $20 $28 $29 $28 $36
Encumbrances 0 0 0 0 0

* Transfers were made to and from persons posting bonds and the Seized Funds-Final
Disposition Pending Trust Account or the Criminal Forfeiture Revolving Fund.

This trust account was created to account for bond moneys posted by
persons who claim an interest in property seized for administrative
forfeiture. Disbursements from the account include cost bonds returned
to persons posting the bond and transfers pursuant to court orders or
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stipulations. The account is being used as a holding account for cost
bonds posted by litigants and serves the purpose for which it was
created.

Litigation Settlement Clearance Account

Financial Data for Fiscal Years 1995-1999 (in thousands)

FY1995 FY1996 FY1997 FY1998 FY1999

Beginning Fund Balance $611 $605 $612 $625 $3,155
Revenues 0 7 14 3,097 74
Interest 0 0 0 0 0
Expenditures (6) 0 (1 (567) (1,735)
Transfers 0 0 0 0 0
Ending Fund Balance $605 $612 $625 $3,155 $1,494
Encumbrances 0 0 0 0 0

This trust account was established in 1985 to serve as a clearing account
to facilitate the holding and timely disbursement of funds for settlements
in litigation cases involving the State and other co-defendants. Current
account activities include (1) the receipt of Aloha Stadium settlement
funds and the expenditure of these funds for litigation purposes, (2) the
receipt of anti-trust settlements, and (3) collections made by the
department’s legal division. The fund experienced a large increase in
activity in FY1997-98, primarily because of the receipt of settlement
funds related to the rust problems at Aloha Stadium. The trust account
continues to serve the purpose for which it was created and has required
no general fund appropriations.

Seized Funds-Final Disposition Pending Trust Account

Financial Data for Fiscal Years 1995-1999 (in thousands)

FY1995 FY1996 FY1997 FY1998 FY1999

Beginning Fund Balance  $111 $106 $447 $288 $224

Revenues 0 0 0 0 0
Interest 0 0 0 0 0
Expenditures 0 0 0 0 0
Transfers* (5) 341 (159) (64) (86)
Ending Fund Balance $106 $447 $288 $224 $138
Encumbrances 0 0 0 0 0

* Transfers were made to the Criminal Forfeiture Revolving Fund or to the claimant
depending on the outcome of litigation.
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This trust account was established in 1988 as a holding account for funds
seized for administrative or judicial forfeiture until a final determination
on a petition for forfeiture is made. If the seized funds are ordered
forfeited, the funds are transferred to the Criminal Forfeiture Revolving
Fund. If not forfeited, the funds are returned to the owner. The trust
account is being used as a holding account and serves the purpose for
which it was created.

Temporary Deposit-Child Support Enforcement Services
Account

Financial Data for Fiscal Years 1995-1999 (in thousands)
FY1995 FY1996 FY1997 FY1998 FY1999

Beginning Fund Balance  $3,092 $4,576 $1,564 $1,900 $1,542

Revenues 2,338 1,815 2,001 2,150 2,172
Interest 0 0 0 0 0
Expenditures (854) (4,827) (1,665) (2,508) (2,560)
Transfer* 0 0 0 0 19

Ending Fund Balance $4,576 $1,564 $1,900 $1,542 $1,173
Encumbrances 4,109 1,564 1,163 1,005 111

* Transfer in FY1998-99 was from the Department of Human Services.

This account was created in 1986 as a temporary deposit account for
federal incentive revenues earned through the Child Support
Enforcement Agency’s role in the collection of child support. The
revenues are shared with the counties for their roles in the establishment
and the enforcement of child support obligations. Funds from this
account have been used for the development of the federally mandated
automated child support system, paternity establishment contracts with
counties, payroll, and other costs. Our recent work on the Follow-up and
Management Audit of the Child Support Enforcement Agency
concurrent with this review discovered that excess interest earnings on
the agency’s bank accounts held for child support collections and
disbursements were transferred into this temporary deposit account and
commingled with federal incentive moneys. The trust account is not
being fully utilized to serve the purpose for which it was created.

11
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Temporary Deposits-Payroll Overpayment

Financial Data for Fiscal Years 1997-1999 (in thousands)

FY1997 FY1998 FY1999

Beginning Fund Balance $0 $3 $2
Revenues 3 2 6
Interest 0 0 0
Expenditures 0 (3) (3)
Transfers 0 0 0
Ending Fund Balance $3 $2 $5
Encumbrances 0 0 0

This fund was created in 1997 to account for periodic repayments when
employees are overpaid. Officers of the State may seek repayment when
overpayments are identified. Employees are given an opportunity to
either request a hearing to determine the actual salary overpayment
amount or choose a repayment plan option. The fund continues to meet
its original purpose and does not require any general fund appropriations.
Although labeled a trust fund, it operates more like a trust account.
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Department of Business, Economic Development,
and Tourism

This chapter presents the results of our review of 21 revolving funds, 2
trust funds, and 7 trust accounts of the Department of Business,
Economic Development, and Tourism. As of July 1, 1998, the following
funds were transferred from the Department of Budget and Finance: (1)
Downpayment Loan Program Revolving Fund, (2) Dwelling Unit
Revolving Fund, (3) Fee Simple Residential Revolving Fund, (4) Hawaii
Development Revolving Fund, (5) Homes Revolving Fund, (6) Housing
Alteration Revolving Loan Fund, (7) Housing Finance Revolving Fund,
(8) Rental Assistance Revolving Fund, and (9) Rental Housing Trust
Fund. In addition, the following funds were transferred from the
Department of Human Services: (1) Housing for Elders Revolving Fund,
(2) State Low Income Housing Revolving Fund, and (3) Teacher
Housing Revolving Fund. Act 350, SLH 1997, consolidated all state
housing functions under the Hawaii Housing Authority, Housing Finance
and Development Corporation, and Rental Housing Trust Fund into a
single Housing and Community Development Corporation of Hawaii
within the Department of Business, Economic Development, and
Tourism.

For the funds transferred from the Department of Budget and Finance,
we reflect only FY1998-99 fund information because information for
FY1995-1998 is reflected in the report, Review of Revolving Funds,
Trust Funds, and Trust Accounts of the Department of Accounting and
General Services, Department of Agriculture, Department of Budget and
Finance, and Department of Land and Natural Resources, Report No.
99-6. For the funds transferred from the Department of Human Services,
we will reflect FY'1996-98 fund information in our review of the
department’s funds occurring next year.

For each fund or account, we present a five-year financial summary, the
purpose of the fund or account, and conclusions about its use. We do not
present any conclusions about the effectiveness of the program, its
management, or whether the program should be continued. In
alphabetical order, we present first those funds and accounts established
by statutory authority followed by those accounts established under
administrative authority.

13



14

Chapter 3: Department of Business, Economic Development, and Tourism

LT e B e A e S T B e e s e s |

Funds Established
Under Statutory
Authority

Downpayment Loan Program Revolving Fund, Section
201G-325, HRS

Financial Data for Fiscal Year 1999 (in thousands)
FY1999

Beginning Fund Balance $0

Revenues 0
Interest 0
Expenditures 0
Transfers 0
Ending Fund Balance 0
Encumbrances 0

This fund was established in 1992 to be administered by the Housing
Finance and Development Corporation. The purpose of the fund was to
provide downpayments to eligible borrowers. However, the program has
never been implemented and the fund has not received any general fund
appropriations. Once loans are made to eligible persons, a linkage may
exist between the benefits sought and the charges made upon the users.
Those receiving loans will replenish the fund through payment of
principal and interest on the loans. However, self-sustainability is still
unknown until the program is implemented.

Dwelling Unit Revolving Fund, Section 201G-411, HRS

Financial Data for Fiscal Year 1999 (in thousands)
FY1999

Beginning Fund Balance  $84,571

Revenues 24,494
Interest 4,849
Expenditures (30,440)
Transfers* (10,357)
Ending Fund Balance $73,117
Encumbrances 0

* Transfers were made to the general fund.

This fund was established to pay for administrative expenses, expand
community facilities constructed in conjunction with housing projects,
supplement building costs, pay for federal guarantees required for
operational losses, and pay for all things required by any federal agency
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in the construction and receipts of federal funds for housing projects.
The fund continues to serve this purpose by being used for interim
construction financing of affordable housing projects. A clear link exists
between the benefits sought and charges made upon users because the
fund is replenished through payment of rent and the sale of dwelling
units or land. The fund is self-sustaining and does not require any
general fund appropriations. The fund is an appropriate financing
mechanism and meets all the criteria of a revolving fund.

Fee Simple Residential Revolving Fund, Section 516-44,
HRS

Financial Data for Fiscal Year 1999 (in thousands)
FY1999

Beginning Fund Balance $952

Revenues 135
Interest 42
Expenditures (151)
Transfers® (169)
Ending Fund Balance $809
Encumbrances 0

* Transfers were made to finance the operating fund and reimburse administrative costs.

This fund was established to account for the revenues, receipts, and
expenditures of the State’s land reform program. The program fosters
the conversion of residential leasehold land to fee simple. Moneys paid
for administrative and tract costs by lessees participating in the program
are deposited in the fund. The fund also accounts for arbitration receipts
and expenditures for the lease rent renegotiation program. This program
facilitates the renegotiation of lease rents of land underlying single
family dwellings and cooperative housing corporations. Receipts are for
reimbursement of actual arbitration services performed by designated
arbitrators. The fund continues to support the land reform program for
the tracts of land pending trial or in litigation and tracts pending closing
and the lease rent renegotiation program for single family residential
tracts.

A clear link exists between the benefits sought and charges made upon
users. Individuals seeking to convert their tracts from leasehold to fee
simple benefit from the land reform program and replenish the fund
through lease reimbursements and refunds. Individuals participating in
the lease rent renegotiation program replenish the fund through payment
of arbitration services. The fund is self-sustaining and is an appropriate
financing mechanism for the programs.

15
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Hawaii Capital Loan Revolving Fund, Section 210-3, HRS

Financial Data for Fiscal Years 1995-1999 (in thousands)
FY1995 FY1996 FY1997 FY1998 FY1999

Beginning Fund Balance $7,264 $7,589 $7,496 $7,848  $8,929

Revenues 1,909 1,770 1,398 2,147 2,527
Interest 290 279 31 317 302
Expenditures (2,049) (942) (1,357) (1,383) (373)
Transfers* 175 (1,200) 0 0 (2,000)

Ending Fund Balance $7,589 $7,496 $7,848 $8,929  $9,385
Encumbrances 0 0 0 0 0

* Transfers:
FY1994-95:  $175,000 transferred from the Large Fishing Vessel Loan Fund.
FY1995-96:  $1.2 million transferred to the general fund.

FY1998-99:  $500,000 transferred from the State Disaster Loan Fund.
$1 million transferred to the general fund.
$1.5 million transferred to the Hawaii Strategic Development Corporation
Revolving Fund.

This fund was established in 1963 to provide loans to small businesses in
manufacturing, wholesaling, retailing, and service industries to diversify
and stimulate the state’s economy. Act 143, SLH 1996, merged the
Hawaii Large Fishing Vessel Purchase, Construction, Renovation,
Maintenance, and Repair Loan Revolving Fund and the Small Fishing
Vessel Purchase, Construction, Renovation, Maintenance, and Repair
Loan Revolving Fund into this fund. Furthermore, Act 101, SLH 1998,
expanded the financing capabilites of the loan program to include loan
guarantees.

The fund continues to serve its original purpose and provides direct and
participation loans to small businesses that are unable to obtain financing
through private or other conventional lenders. A link exists between the
benefit sought and the charges made upon the users because those who
receive loans must repay the principal and interest. The fund is self-
sustaining because principal and interest payments will replenish the
fund and enable additional loans to be made. The fund does not require
any general fund appropriations and is an appropriate financing
mechanism for the program.
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Hawaii Community Development Revolving Fund,
Section 206E-16, HRS

Financial Data for Fiscal Years 1995-1999 (in thousands)
FY1995 FY1996 FY1997 FY1998 FY1999

Beginning Fund Balance $16,782  $18,133 $18,717 $19,673 $25972

Revenues 12,429 19,047 4,601 17,658 2,738
Interest 660 946 988 834 1,307
Expenditures (11,738)  (19,409) (4,376) (12,180) (2,384)
Transfers* 0 0 (257) (13) (14)

Ending Fund Balance $18,133  $18,717 $19,673 $25972 $27,619
Encumbrances 2,975 990 1,495 1,125 366

* Transfers:
FY1996-97:  $257,000 transferred to the Department of Land and Natural Resources.

FY1997-88:  $13,000 transferred to the Special Escrow Account for OHA ceded land
revenues.

FY1998-99:  $14,000 transferred to the Special Escrow Account for OHA ceded land
revenues.

This fund was established in 1976 to support the activities of the Hawaii
Community Development Authority. The fund continues to serve its
original purpose. Receipts and revenues are deposited into the fund and
used for the development of underutilized urban areas—affordable
housing, day care facilities, parks, parking facilities, loans to relocated
businesses, and infrastructure improvements. A link exists between the
benefit sought and the charges made upon the users because property
owners who benefit from the improvements pay a portion of
infrastructure improvement costs. Individuals and businesses receiving
loans under the relocation loan program must repay the loan principal
and interest. Rental fees from tenants are used for community
development. The fund is self-sustaining because receipts and revenues
pay for the development costs. The fund has received no general fund
appropriations and is an appropriate financing mechanism for the
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program.

Hawaii Community-Based Economic Development
Revolving Fund, Section 210D-4, HRS

Financial Data for Fiscal Years 1995-1999 (in thousands)

FY1995 FY1996 FY1997 FY1998 FY1999

Beginning Fund Balance $481 $722 $877 $976 $962
Revenues 26 45 51 36 44
Interest 5 19 27 36 14
Expenditures (165) (114) (163) (266) (309)
Transfers* 375 205 184 180 49
Ending Fund Balance $722 $877 $976 $962  $760
Encumbrances 0 0 0 0 318

* Transfers were made from the general fund.

This fund was established in 1990 to provide grants and/or loans to
community-based organizations to assist the establishment and
development of community-based enterprises. Receipts for the fund
consist almost entirely of appropriations from the general fund and the
interest earned thereon. The fund continues to serve the purpose for
which it was created. Through grants and loans, the fund has supported
76 community-based, non-profit organizations and cooperatives that are
involved in community-driven economic development initiatives.
However, no clear linkage exists as user fees are not charged and grants
are not repaid under the grant program. The fund cannot sustain itself
and will continue to require regular infusions from the general fund. The
fund does not meet the criteria for a revolving fund.

Hawaii Development Revolving Fund, Section 201G-421,
HRS

Financial Data for Fiscal Year 1999 (in thousands)
FY1999

Beginning Fund Balance $363

Revenues 0
Interest 14
Expenditures (253)
Transfers 0
Ending Fund Balance $124
Encumbrances 0
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This fund was established to make loans or grants to cover planning,
engineering, feasibility studies, and other initial costs to provide low or
moderate cost housing through government assistance programs. Loan
or grant agreements may be entered with other public organizations or
private nonprofit organizations. In FY1998-99, the fund was used to
provide interim loan financing for the King Street Apartment project. A
clear link exists between the benefits sought and charges made upon
users. Organizations receiving loans or grants replenish the fund through
interim loan principal and interest repayments. The fund is anticipated
to be self-sustaining and has not required any general fund
appropriations. A revolving fund is an appropriate financing mechanism
for this program.

Hawaii Innovation Development Fund, Section 211E-2,
HRS

Financial Data for Fiscal Years 1995-1999 (in thousands)

FY1995  FY1996 FY1997 FY1998 FY1999

Beginning Fund Balance $531 $337 $378 $249  $256
Revenues 4 34 16 5 2
Interest 12 8 5 8 7
Expenditures (210) (1) 0 (8) (2)
Transfers® 0 0 (150) 0 0
Ending Fund Balance $337 $378 $249 $256  $263
Encumbrances 0 0 0 0 0

* Transfers were made to the Hawaii Innovation Development Revolving Fund-Excess
Cash Account and then to the general fund.

This fund was originally established in 1981 as the Hawaii I