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Constitutional
Mandate

The Office of the Auditor,
pursuant to Article VII, Section
10 of the Hawai‘i State Consti-
tution, is required to conduct
post-audits of the transactions,
accounts, program and perfor-
mance of departments, offices
and agencies of the State and
its political subdivisions, and to
certify to the accuracy of all fi-
nancial statements issued by the
respective accounting officers.

Financial Audit of the Hawai‘i Public
Housing Authority

Financial Statements, Fiscal Year Ended June 30, 2014

The primary purpose of the audit was to form an opinion on the fairness of the presen-
tation of the financial statements for the Hawai‘i Public Housing Authority as of and
for the fiscal year ended June 30, 2014, and to comply with the requirements of federal
OMB circular A-133, which established audit requirements for state and local govern-
mental units that receive federal awards. The audit was conducted by KMH LLP.

About the Authority

The authority’s mission is to provide safe, decent, and sanitary dwelling for low- and moderate-
income residents of Hawai‘i and to operate its housing programs in accordance with federal and
state laws and regulations. Some of the authority’s housing assistance programs are funded by the
U.S. Department of Housing and Urban Development (HUD).

The authority is administratively attached to the State’s Department of Human Services (DHS).
The authority operates under the direction of its executive director and Board of Directors, which
consists of 11 members, of whom nine are public members appointed by the governor. The direc-
tor of human services and the governor’s designee are ex-officio voting members.

Financial Highlights

For the fiscal year ended June 30, 2014, the authority reported total revenues of $170 million and
total expenses of $140 million, resulting in a change in net position of $30 million.

Sources of revenues included $19 million in charges for services, $73 million in operating grants
and contributions, and $14 million in capital grants and contributions. The authority also reported
$50 million in state appropriations, net of lapsed funds, and $14 million in contributions from Capital

Projects Fund.
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For the full text of this and other
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Expenses consisted of $70 million for the rental housing assistance program, $58 million for the
rental assistance program, $9 million for the housing development program, and $3 million for other
costs.
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Total assets of the authority exceeded total liabilities by $483 million. Total assets were $510 million
and total liabilities were $27 million. Total assets were comprised of cash of $68 million, due from
State of $125 million, other receivables of $11 million, net capital assets of $303 million, and other
assets of $3 million.

Auditors’ Opinions

The authority received an unmodified opinion that the financial statements were presented fairly, in
all material respects, in accordance with generally accepted accounting principles. The authority
received a qualified opinion on its compliance with requirements that could have a direct and mate-
rial effect on the authority’s major federal programs.

There were no reported deficiencies in internal controls over financial reporting that were consid-
ered to be material weaknesses and required to be reported under Government Auditing Stan-
dards. However, there was a significant deficiency in internal controls over financial reporting:

« Certain interfund balances were not reconciled timely, resulting in incorrect amounts record-
ed in the accounting records.

There were also two deficiencies in internal controls over compliance that were considered mate-
rial weaknesses:

« Certain tenant eligibility files were not properly documented or maintained to support partici-
pant verification for the Section 8 Housing Choice Vouchers Program.

« Tenant files contained errors of income calculation or did not contain various supporting
documents required for income verification for the Public and Indian Housing Program.

For the complete report and financial statements visit our website at:
http://files.hawaii.gov/auditor/Reports/2014_AudittHPHA2014



