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Hawaii’s laws provide the Auditor with broad powers to examine all books, records, files, papers, and documents and all finan

cial affairs of every agency. The Auditor also has the authority to summon persons to pro

under oath. However, the Office of the Auditor exercises no control function, and its authority is limited to reviewing, evalu

ating, and reporting on its findings and recommendations to the Legislature and the Governor.

To carry out its mission, the office conducts the following types of examinations:

1. Financial audits attest to the fairness of the financial statements of agencies. They examine the adequacy of the financial

records and accounting and internal controls, and they determine the legality and propriety of expenditures.

2. Management audits, which are also referred to as performance audits, examine the effectivene

efficiency of agencies or both. These audits are also called program audits, when they

attaining the objectives and results expected of them, and operat

organized and managed and how efficiently they acquire and utilize resources.

3. Sunset evaluations evaluate new professional and occupational licensing programs to determine whether the programs

should be terminated, continued, or modified. These evaluations are conducted in accordance with the schedule and

criteria established by statute.

4. Sunrise analyses are similar to sunset evaluations, but they apply to proposed rather than existing regulatory programs.

Before a new professional and occupational licensing program can be enacted, the statutes require that the measure be

analyzed by the Office of the Auditor as to its probable effects.

5. Health insurance analyses examine bills that propose to mandate

enacted unless they are referred to the Office of the Audito

proposed measure.

6. Analyses ofproposed special ,flinds and existing trust and revolvingfloods determine if proposals to establish these funds and

existing funds meet legislative criteria.

7. Procurement reports include studies and audits relating to the State’s procurement of goods, services, and construction.

8. Fiscal accountability reports analyze expenditures by the state Department of Education in various areas.

9. Special studies respond to requests from both hous

which the Legislature is seeking solutions.
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MISSION OF THE OFFICE 

OF THE AUDITOR 

THROUCH l'OS'IAUlllT� UI' -1 IIE 

ACCOUNTS, l'ROGlv\M�, AN!l 

PERFOR1\IANCE OI' ST/\TE AGENCIES, 

THE OFFICE �l:F.KS Tll ASSUIU:. THE 

/\CCOUN'l/\llll l'J'Y OI' C\)Vl:R 'MEN'l 

AGENCIF'i l·Oll THFIR 1�11'11·.�11'.N'li\'l l('N 

m POI ICIES, MANAGEMENT 01-

PUBLIC FUNDS-

Ti lF OFFICE REPOR
T

S ITS FINDINGS 

A1'D Rl'Cl)MMFNOATION� l'O 'I I IF 

GOVERNOR AND THF Ll�GISL,ITUR[ TO 

CIVE POUC\' �IAKCRS TIMELY, 

ACCURATE, AND UBJFC77VE 

INFOR�IATION FOR DECISION MAKl:S1G. 

STATE OF HAWAU 

OFFICE OF THE AUDITOR 

The Honorable Members of rhe Legislarure 

The Honorable Benjamin J. Cayerano, Governor 

April 29, 1999 

Ladies and Genrlemen: 

This Annual Reporr describes acriviries of rhe Office of the ALLditor for 

calendar year 1998. The reporr gives me an opporruniry ro share wirh you 

my pride in complering anorher year of service co rhe people of Hawaii. 

To re-elected and first-time members of rhe Senate and House and to our re­

dected Governor, I pledge my continued commitmenr--and rhar of my hard­

working sraff--ro providing you with clear, concise, and useful audit reports. 

My faith in the value of the office's efforts remains strong. I still believe our 

reports continue to serve as catalysts for discussion, debate, and action toward 

improving government. T hank you for helping this ro happen. 

Sincerely, 

Marion M. Higa 

State Auditor 
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1998 - A Year of Delegations Abroad and

Dedication At Home

Afrer completing three years of service on the 

Executive Committee of the National Conference 

of Srare Legislatures, Muion was selected to 

paniciparc in two American delega6ons abroad. 

Tn June, through a joint program that NCSL 

conduces with the Parrnership of Parliaments, she 

traveled to Germany ro review issues involved in 

the German version of federal-state and state-scare 

revenue sharing. Later in September, she traveled 

to Japan with delegations from Canada, Australia, 

New Zealand, and the U.S. co learn about compar­

ative federal-scare-municipal relations. 

The audiror's staff also traveled out of state this 

year, representing the office and Hawaii in 

Sacramento, California. Four staff members 

attended the training conference of the National 

Legislative Program Evaluation Society (NLPES), a 

section of NCSL whlch is an effective forum for 

promoting professional skills and accountability. 

The NLPES conference provides an arena where 

attendees can discuss improvements in methodolo­

gies, techniques in project management, the use of 

reamwork and focus groups, and presentarion 

techniques. 1wo of our managers traveled as well, 

leading peer review teams for the audit offices of 

New York and Kansas. 

ln June, exrernal evaluators from IIJinois, 

California, Tennessee, and Texas audjced and 

evaluated our office for adherence to our policies 

and procedures and rhe government audit 

Standards to which we subscribe. Reviewed every 

three years, we are happy to report our office's 

quality control system received its third 

consecutive successful evaluation. 

We are also proud to report char we won our 

second consecutive iiupacr award from NLPES for 

our audit of the Hawaii State Public Librru'y 

Sysrem. The award is a testimony to the 

professional dedication of an office that aspires to 

maintain excellence and to serve Hawaii by 

providing reports rhar create an impact here and 

beyond our s.hores. 

Our effectiveness in bringing accountability for the 

resources and programs authorized by our 

Legislature stems from an exposure ro ocher auditing 

experiences and a reach beyond our shores to discuss 

with others how ro best achieve our mission. 

Marion M. Higa 
State Auditor 
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Themes of 1998 Reports 

lV7e have published 26.full reports since our previous annual report. These included 16
Wpeiformance audits and special studies, 3 financial audits1 3 analyses of proposed health 
insurance, 2 sunrise reviews of occupation regulation, and 2 follow-up reports. Highlights of the 
reports begin on page 10. We also produced 66 short reviews of proposed special and revolving 
funds for the 1998 legislative session. 

Our 1998 reports identified a variety of issues and con­

cerns common ro virrually all government programs. 

Some common themes emerged in OlLt' review of a 

diversity of agencies and programs chis year. In 

response to legislative requests or on mu own initiative, 

we audited arc, he:tlrh, educarion, tourism, social ser-

11ice, and transportation programs. We reviewed rh _eir 

missions, mandates, contracts, n1anuals. operacion:tl 

guidelines, position descriptions, expenditure reporcs, 

budgets, and i11fonnation systems. The following 

themes came ro rhc forefrom in a number of our audits 

this year. 

LACK OF CtEAR PURPOSE 

A governmem program muse have a clear purpose. 

When stare agencies clarify rhe purpose of rhcir pro­

grams, cl,e public and agency sraff can more easily under­

stand rhem. In addition, effons ro achieve goals are bet­

ter focused and accon1plishrnems can be measured. 

On the other hand, lacking a clear purpose, programs 

can flounder and resources can be wasted or diverted 

from their original intent. \Ve encountered several pro­

grams chis }iear rhar lacked t.he necessary clarity. We 

found this to he an issue in our reviews of a mu lei-mil­

lion dollar educarional initiarive, a newly-established 

convemion facility. and a well-established arts agency. 

Hawaii panicipaces in a federal school-ro-work i1Jitiative 

which attempts ro address the nation's serious skill 

shortage ch rough parmerships. lberween educ.uors and 

employers. However, rhe Hawaii School-co-Work 

Opportunities Executive Council has had a hard rime 

explaining what school-co-work involves. lrs original 

vision sracemenr was wordy and vague. A new srare­

mem still did nor clearly define the purpose and goals. 

Consequencly it is difficult co garner suppon for rhe ini­

tiative. For example, some ccachers quesrion its '"sraying 

power" and h3ve viewed school-co-wol'k as yet anorher 

''educarional fad'' rhar will come and go. In addition, 

there is confusion as to how existing educational pro­

grams fo inro the system. 

The Hawai'i Convencion Ce11ter has been in operation 

since January 1998. Evems have received posirive local 

nnd narional attention. Despite a regard for the c.:ncer's 

atcracrions and chc success of its early events, some see the 

cenrer as a waste of public moneys. However the mosr 

important issue is char the specific purpose of the conven­

tion center is unclear. Thus, a number of questions can­

nor be answered_ For example, shoLJd rhe center be open 

only to our-of-srnce groups or can local groups ,tlso use it? 

How can the success of the convention center be mea­

sured? ls it ok for the cenrer co lose money as long as i_r 

brings more tourism dollars ro Hawaii? 

The State foundation on Culmre and the Arts is 

responsible for srimularing, guiding, and promoting cul­

ture and rhe arts and hisrory and the humanirics 

rhroughout the srate. The foundation has a clear mis­

sion sratemem and a long-range plan. However, ic sdll 

needs stronger and dearer direction. The nine-member 

commission responsible for direcring the foundation has 

nor idenrifieEI whm it wanes che foundation's programs 

co achieve. For ex::imple, the foundation has more than 

4,900 works of arc in its collecrion. Bue rhc commis­

sion has not determined when, if ever, the foundarion 



has enough works of arr or whether it should conrinue 

to purchase works of arc. 

LACK OF MANAGEMENT CONTROLS 

A recurring theme in many of our reporrs over rhe years 

is d1e need co establish sound managemenr conrrols. 

Such controls as reviews ar key decision points and 

ensuring rhar personnel follow established procedures 

help to ensure that client rights arc protected, the inrer­

esrs of che Stace icself are prorected, actions are rnken in a 

rirnely manner, and consistency of effort is maintained. 

When agencies lack adequate rnanagemenc controls, 

operations arc nor carried our efficiently and effecrively. 

reporrs of accivicics ,trc 11ot accurate, and state assers are 

not safeguarded. Managemenr conrrols are needed to 

ensure char resources are nor wasred. The more vulnera­

ble segments of our popularion are poorly served when 

srare :igencies cannot focus scarce resources ro help chem. 

In 1997, rhe Oeparrment of Human Services invcsrigar­

ed over 5,200 cases of alleged abuse and/or neglect and 

confirmed abom 50 percent of rhe reported cases. 

However, the deparrment has not established sufficient 

management controls to ensure rhar all child abuse and 

neglect reports are invesrigared when appropriate. 

Management controls are necessary co ensure char 

supervisors have reviewed rhc decisions of intake staff ro 

dismiss reports of suspected abuse and neglect. We also 

found chat in rake sraff who receive reports of abuse and 

neglect do nor rourinely log all repons. The failure tO 

log all reporrs discourages individuals from reporting 

suspected abuse and neglect. 

The Deparcme.nr ofEducarion's After-School Plus (A+) 

Program currendy serves about 22,500 children at 177 

public school sires bur che deparrmenr conrinues to expe­

rience difficulties in administering rhe program. Ir con­

cinues to allow ineligible srudencs to parricipare in rhe 

program. We esrimare char a ror.1l of2,700 srndcnts may 

have been improperly parriciparing in school year 1997-

98, costing Hawaii's raxpayers :ibouc $364.500. 

Sometimes a deparrmenr may establish sufficient poli­

cies and procedures bur program sraff will fail to Follow 

rhem. This was the case in the A+ Program. where che 

deparrment formulated policies and procedures to crack 

program collecrions. Unforrunacely, program fees con­

rinue co remain uncollected and program sires tolerate 

e.xrremely lace pay men rs.

NEED FOR RELIABLE FINANCIAL DATA 

Government programs are responsible for collecting and 

reporting reliable financial data. Focusing improvc­

menrs in rhis area ,1lso helps increase the efViciency and 

effecciveness of a program's entire operntions. Good 

financial darn begins with accurate record keeping such 

as rracking staffing rime or property leases or screening 

for eligibiliry. 

The Dcparrment of Health's Adule Mental Healrh 

Division directs the operations of rhe Stace's adult men­

ral healrh programs and focilitie�. The division's con­

tracts w1rh privare providers are usually for services char 

rhc Srate does nor provide such as crisis intervenrion 

:ind consumer and family supporc. fn FYI 997-98 it 

spenr $7.4 million on private provider contracts. We 

found that rhe division did nor have reliable and com­

plete cost data. Thus. it was not possible to determine 

whether privatizing rhe division ·s current direct services 

was feasible. 

Hawaii's public land crust consists of approximarely 1.2 

million acres of which all bm about 17,000 acres are 

managed and cormolled by the Dcparrmenr of Land and 

Narural Resources (land depamnenr). The land dcparr­

menr is responsible for ensuring rhar rhe Departmenr of 

Hawaiian Home Lands receives 30 percent of rhe scare 

receipts from the leasing of sugarcane lands and from 

water leases. Borh deparrmenrs have failed co give ade­

quare accenrion to rhe revenue enciclemencs. DHHL has 

not ensured the accuracy of rhc enriclcmems ir receives 

and the land deparrmenr does nor adequately monirnr 

leases and permirs for sugarcane lands and water licenses. 

5 



The cosr of complying wid1 rhe Felix consenr decree is 

reportedly continuing to rise. However, the Stare can­

not clearly ,U1d accw-ately identify funding and expendi­

tures related ro d1e decree. While rhe Stare reponedly 

spent almost $270 million during FYI 997-98 on Felix­

relared programs and services, it is unable to determine 

the true costs. Consequently the Stare is unable to mea­

sure the excenr to which scare effo.rs a.re in compliance 

with rhe decree. 

Approximately $ I 8 million has been nansferred into the 

Works of Art Special Fund since the fund was esrab­

lished in 1989. However, the Srate Foundation on 

Culture and the Ans does not know how much is owed 

to the fund by ocher srace agencies. The foundacion 

lacks a tracking sysrem co identify which capital 

improvement projects should be assessed, which projects 

have transfom:d the required amount, whether the 

amount was correctly calculated, which age11cies are 

delinquent, and how much is due ro the special fund. 

CONTRACT AND PROCUREMENT 

ADMINISTRATION 

The 1993 Hawaii Public Procurcmcnc Code requires 

the Office of che Audjt0r co periodically audir procure­

menc practices within governmenc for compliance with 

the law and all applicable rules. We have also paid dose 

arrention over the years co how srate agencies moniror 

their conrracts wirh private provide[s. 

The srare's airports system consists oC 16 airports which 

handled 37.3 million passengers during the 1997 c.-i.len­

dar year. There are significant deficiencies i.n the 

Department of Transportation Airpon Division's pro­

curement process. Maintaining competition in the selec­

cion of a contractor helps to protect the Stace's limited 

resources, We found two conrracts fot· an information 

system thac lacked compecirion. We also found a possi­

ble improper procuremem of a sole source contract and 

inadequate planning for contracted work. Consequendy. 

the division '.s proposed new inforrnacion system may 

cosr millions more rhan originally budgered. 

The Department of Public Safety prepares and serves 

three meals a day, seven days a week for over 4,000 

inmates and scaff at eight scare correctional facilities. 

Operating cost.s for chis program fui- FYI 997-98 were 

appmximarely $9.l million. CorreccionaJ facilities violac­

ed rhe Hawaii Public Procurement Code's sm:1l1 purchases 

and competit.ive sealed bidding provisions. 

ln School Year 1997-98, che State's srudem rransporta­

rion program transporrcd over 34,000 regular education 

and special srudc.ms co and from school and, in some 

cases, during che school day. The Department of 

Accounring and General Services spent over $18 million 

on contracts with private provider$ ro deliver this ser­

vice. We found chat rhe deparrment's "50 percent" spe­

cial provision violates the intenr of fair and open com­

petition. The provision is inefficient, inconsisrcmly 

applied, and is costing the Scare thousands of dollars. 

DETERMINING THE COST OF 

GOVERNMENT PROGRAMS 

The coral cost of government pi-ograms should be iden­

tified. Efforrs to correcrly identify a.II coses helps pro­

grams budger more effectively and may allow chem to 

obtain rhe funding chey need.. 

The Program of All-lndusive Care for che Eldcrly1 or 

PACE, is a program in other states chat may help 

address rhe needs of rhe frail elderly population. By 

providing services at cencers or through home care, 

PACE programs seek co control coses by prevencing or 

minimizing unnecessary use of hospitals or nursing 

homes. Hawaii's PACE demonstration project docs nm 

effectively track irs program coses per participant. Thus, 

ir can nm determine the amount of adjusrn1enrs needed 

co ensure rhar revenues cover program costs. 

Utilities expendin1res are an important cost for the 

Department of Education because all schools require 

access to adequate utilicy services. These utiliry pro­

grams include electriciry, telephone, water. sewer. and 

gas. The department's e.xpenditure reports do nor pro� 

vide complete and accurate uciliries expcndic-ures by 

locarjon. Conseq11enrly, a clea.r picrme of rhe depnrr-



menc's acrnal uriliry coses cannot be found in these 

reporcs. In addition, rhc dcpanmenr may have difficul­

ry defending ics budget request to rhe Legislawre if it 

does nor have reliable expendirurc information. 

SUMMARY 

Governmenr programs are expecced to have a clear pur­

pose. Managers cannot determine rhe effectiveness of 

their efforcs until chey know why rbey provide services 

and what they expect co achieve from chose services. 

Taxpayers expect rhac government funds are being spent 

wisely and appropriately. Thus managers and adminis­

tracors muse ensure char financial data is reliable, con­

craccs with private providers arc closely monitored, pur­

chases are made in compliance wirh chc law, and coses 

idenri fied and fairly allocated. 

The work of our office helps co idenri�, whether rhese 

expectations are being mer. 

TOEING THE LINE 

THE- OFFICE OF THE AUDITOR IS FOR1'1ALLY 

Rl:.--YLEWED BY OUR PEERS FROM THE 

MAINLAND EVERY THREE YEARS. AFTER EACH 

DETAJLED REVIEW IN 1992, 1995, AND l 998, THE 

NATIONAL STATE AUDITORS AsSOCIATION 

CONCLUDED TH,\l" \XIE HAVE AN EFFECTIVE QUALJ-

TY CONTROL SYSTEM AND OUR WORK MEETS 

7 

GOVERNMENT AUDITING STANDARDS. 

OUR OFFICE ALSO UNDERGOES ANNUAL INDEPEN-

DENT FIN;\NCI.AL AUDITS BY CERTll'IED PUBLIC 

ACCOUNTING FIRi'vlS. THESE AUDITS HAVE 

CONSISTENTLY FOUND THJ\T OUR flNANCIAL 

STATL\IIENTS PRESENT OUR FINANCIAL POSITION 

AND THE RESULTS OF OUR OPERATIONS FAIRLY JN 

ALL MATERIAL RESPECTS. 
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Essay: Who Does Audit \Vork and How? 

n erhaps some people who first hear about the work of Oitr office believe that we are staffed 

1-almost entirely by accountants. Although there are a few among our staff who are justly

p1"oud to be members of the "bean-counting profession, " the image of auditing state government is 

far from the truth of the experience.' Each year we review and assess a veritable spectrum of gov­

ernment programs providing services to different segments of the population, and each program 

may have its own unique issues, methods of operation, and concerns. Our staff is as varied as the 

programs and agencies we audit. 

Imagine a garden in which only red roses are blooming. 

Even though each bud may be a splendid specimen, rhe 

roe-al collecrion of flowers in chat patch would be emire-­

ly unremarkable. Much more engaging ro the eye 

would be a flora.I arrangement thar is ar once harmo­

nious, complementary; and distinctive. We rend to feel 

rhe same way about our sraff--acconntanrs provide 

essemial services ro our office, bur chcir work needs to 

be complemented by chose who are skilled in sud1 areas 

as public policy, conrracti..ng, and sample design. The 

Office of the Auditor is like a garden in which each scaff 

member brings his or her own special hue and fra­

grance. Combined, the ralencs and abilities of our sraff 

help to make this office a srrong and remarkable place 

in which ro provide a service co ch.e govern.menr and che 

citizens of this stare. 

The Office of rhe Auditor is unlike many offices in scare 

government. Virtually everyone who works here musr 

perform a wide variety of rasks during rhe course of an 

audit and quickly become familiar with rhe issues and 

problems an agency faces in ics day-co-d,ly operacions. 

Consequently, we are a ream of individuals in which 

chcre arc few, if any, spccialrsts. Our management ceam, 

analysis, and support staff are a good mi-x of personnel 

who c:rn effectively address mosc issues facing srate gov­

t:rnmenc. 

We actively seek .scaff diversity because we believe char a 

variety of backgrounds and experiences helps us co com-

prehend and assess any governmental problem and ro 

recommend a workable solution. We believe rhac chis 

diversity hdps us to be a srrong and objecrive orga.niza­

rion. The diversicy of our staff-the dynamic mixture of 

education and former work and life exper.iences-­

screngthens our teams, conrribures to a fruitful dialogue 

on each audic so that rhe final producc--thc: aLtdir 

reporr--can and does meer standards of objectivity and 

full and fair reporting. 

Like many orher audic offices across rhe countr}' we 

have foLmd through rrial and en-or chat no specific edu­

cation, experience, or trnining can guarantee rhar a 

member of rhe office can do rhe work reguired. 

However, we have found d1ac a certain degree of work 

maruricy, proficiency in written and verbal communica­

tion skills, and an "audit tempt:rarnent" are valuable 

concriburions co che office. In addition, the ability ;ind 

willi11gness to be a ceam member is a critical element of 

success in chis office, as iris in 111osr other arenas. 

Whar kinds of education and licenses do OLLr staff pos­

sess? Nor surprisingly, a good number a.re certified pub­

lic accountants and ochers possess law degrees. St:veral 

have gradu�ire degrees--one has a doccorare in psycholo­

gy-and many have masters degrees in business adminis­

crarion, history, sociology. human resources, public 

administrarion, or education. Some have not ycr 

obtained advanced degrees, but hold undcrgraduare 

degrees in such diverse fields as literature, machemarits, 



pLtblic policy, urban and regional planning, chemiscry, 

accounting, and political science. Regardless of che level 

of educarion, each staff member brings a perspecrive 

from his or her formal education thar helps us enlighcen 

one anocher during che course of our work. 

We also have diverse work experiences--some of us came 

from rhe public secror while others had been working in 

private companies prior co joining the office. Some of 

us have worked in similar environments and because of 

that have found the transition to the type of work we 

do here to have been a relatively smooth one. Several 

have worked at other levels of government or served in 

the military. Some have retired from rhe milirary or still 

serve at reserve status. Not a small number have been 

teachers in public and private schools. \'(/e also have 

staff who have been writers and editors, or who have 

worked in such diver5e fields as construction manage­

ment, princing, and cross-culrnral rraining. 

This diversity serves us well. Audirs involve a mu.lrirudc 

of rasks including researching laws, inrerviewing pro­

gram personnel, reviewing files, assessing conrracrs, sur­

veying cl iems, and resting financial cransacrions. I 11 

essence, we do whatever needs to be done co assess a 

program and itS operations. Our sraff perform rhesc 

tasks in a mulrimde nf environments--rhey visit boar 

harbors, schools, libraries, heal th centers, disrricr court,, 

communiry colleges, hospirals, prisons, and relescope 

sires. They go anywhere that our government operates. 

Scaff use many tools in rheir work such as word-process­

ing, spreadsheet, database, and srarisrical programs. 

They musr be adept ar many things-purring an inrer­

viewee ar ease, scanning large and sometimes quire com­

plex documents co find the most imporcanr data, writ­

ing clear summaries and reports, unraveling budgets, 

and tracing legislation. This type of demand is some­

rhing rhar each of chem faces willingly, thoughrfully, 

and conscientiously. 

This essay is in a sense a tribute to our enrire staff who 

are each qualified and well-trained when rhey come ro 

this office. However well-qualified rhey arc, they also 

know char their rraining is on-going. The nacure of the 

work requires rhat they conrinue ro be rrained and qual-

ified. Every two years everyone has at least 80 hours of 

conrinuing professional education. Some of that comes 

from rhe conferences co which we send our sraff. Some 

training is conducted in-house--we may contract profes­

sionals ro cover such topics as fraud audiring, electronic 

data process audiring, sampling rechniques, and reporr 

wriring. 

Tims, rhe nature of work in rhe Office of rhe Audi tor 

means chat each of us continually develops new under­

standings about governmenc and how ro serve the pub­

lic. We value this demand, and each of us gains profes­

sionally and personally from rhe diversity of our work 

and rhe variety of people with whom we perform it. 

? 
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Summary of Reports -1998 Work Program 

PERFORMANCE AUDITS AND 

SPECIAL STUDIES 

Study_ on !lie Privatization of the Child and 
Adolescent Mental Health Program, 
Report No. 99-12 

The Child and Adolescent Mental Health Division of 
the Deparrmenr tif Health is responsible for providing 
and coordinaring rhe effecrive and efficient delivery of 
mental bealrh services ro d1ildren and youth up ro age 
17. We found that the division needs to manage priva­
tized services more effectively. The division is imple­
menting a new "system of care" but does not yet pro­
vide quality assurance and regularly assess rhe system's
programs and services for effecriveness. ln addition, its
inability to manage concracrs with privare providers is
an ongoing problem. Also, the division has been remiss
in managing rhree demonstration projects, raising
doubts about irs ability ro provide services effectively
and efficicndy rhrough privatizarion. finally, rhe divi­
sion has been unable ro analyze and Control the cosr of
private provider contract services.

•!• 

Srudy of Privatizing Adult Mental Health Program 
Services, Reoort No. 99- / 7 

The Deparcmenr ofHeakh's Ac.lulr Meneal Healrh 
Division is responsible for administeriJ1g a comprehen­
sive mental health system to care for and improve die 
menrnl health of individuals 18 years and older. The 
Legislature requested chis study m examine the extent ro 
which direcr services currently provided in the aduJc 
mental hea!.h program could be assumed by private 
provjders. Our assessment of wherher privatization of 
current services could be successful was inconclw;ive 
because the information and darn necessary to perform 
proper analyses were lacking .. Controls over rhe record­
ing an<l cracking of staff time were insufficienr and rhere 
were inadequacies in che division's com purer sysrem. 
Conrracr monitoring was incon�isrent, performance 
measures For evaluacing contracrors were inadeqtiate, 
and contractual requirements were nor enforced. The 
division's lack of proper operational plans contribured 
tO a poorly imegrated men ml healrh syscem and the 
ineffecrive use of privare provi'ders, 

Audi! of the Program oF All-Inclusive Care for the 
Elderly {PACE) 1-/owaii. Report No. 98-15 

The Srare's Program of AJJ-Inclusive Care for the 
Elderly (PACE Hawaii) is a community-based, managed 
care syscero that w;es a proactive, interdisciplinary ream 
approach tO provide long term healch and social services 
ro rbe elderly. We found that despite six years of effort, 
PACE Hawaii has yet ro implement the full-fledged 
PACE model. PACE Hawaii's management controls arc 
insufl-tciem and cannot demonsrrare rhar a state-spon­
sored PACE replication program is viable. Further, it is 
fajf,ing ro adequately identify and assess the impan of 
the program on the State and cannot prove the sound­
ness of crirical elements of rhe program. Medicaid pay­
ment rares could not be verified nor could a break even 
point be demonstrated prior m l 997. 

Aud/I of the Child Protective Services System, 
Report No. 99-5 

We Found chat the Depamnent of Human Services had 
not ensured rhac all child abuse and neglecr reports are 
investigated when appropriate a11d staff had foiled to 
follow established procedures ro assess the risk of harm. 
The department's communication within its Child 
Welfare Service-5 Branch and wirh county police and the 
Family Court was ineffective. We also Found char DHS 
and Family Court emphasis on family reunification 
exceeded federal requirernems, thereby increasing foster 
care coses, OHS' weak management of its contracts 
with private organizations did not a�sure rhat services 
paid for are received and effective. While DHS and rhe 
Family Courr had made significam progress to increase 
federal reimbursements for foster care, improvemenrs in 
eligibility dererminacion were needed. 

Audll Report of the Convention Center Authority: 
First Report - Design and Construction oF the 
Conveniion Center, Repo1 I No. 98- 7 6 

The Convention Cencer Authority (amhoriry) is 
charged by rhe Legislature with the responsibility of 
overseeing che development, management ,  operations, 
and maintenance of the. $350 million Hawai'i 
Convention Center. Thus far, rhe authority has general­
ly :issured char rhe newly constructed convention cenrn 



meets or will meet conn-act and governmenr require­

menrs. However, there are defects and problems that 

rhc authority has been identifying and is working with 

che design/build contractor co resolve. Some of these 

problems aJe potentially costly and che auchoriry muse 

continue to exercise diligence co protect che interests of 

the $race and rhe public. J n addition, confusion over 

noise standards for events on the rooftop terrace hinders 

rhe idemificarion and resolution of a possible flaw in 

the rooftop design. 

Audit of the Convention Center Authority: Final 
Report, Report No. 99-10 

This second of rwo reports examines the function and 

role of the Convemion Center Aurhority, rhe need for 

stare oversight of the convention center. how rhe con­

vention center is marketed and promoted, conrracring 

issues. and rhe auchoriry's efforts tO resolve issues affecc­

ing neighborhood residents. The most pressing issue for 

rhe convenrion center is ro formulate a specific purpose 

for the facility. A clear purpose is critical in determin­

ing its operating policies. srrategies for :mracring 

groups, and mechanisms ro ensure thar goals are 

achieved and scare interests are protected. We also nore 

char scare concrol over che operations and performance 

of the convencion cenrer is necessary .. The authority 

has generally mer its oversight responsibilities. Finally, 

rhe authority had a difficult 1·elationship with some 

neighborhood residents. 

•!• 

fiscal Accountability of the Department of 
Education: Tracking Responsibiliry for Utility Cosrs, 
Report No. 99-16

This is the fifth annual fiscal accouncabilicy report of 

the Deparrmenr of Education. We found that rhe 

department has shifted the responsibility for paying 

electricity and telephone cosrs ro rhe schools, bur has 

nae adequately formulated objectives for this initiative. 

Consequenrly a potential benefit was negated, school 

accountability has been compromised, and energy con­

servation efforts are unclear. In addition. schools report 

chat adminisrrarive support has nor been provided for 

the additional workload of paying telephone and elec­

tricity costs. We fou.nd char rhe deparrmenc's expendi­

rure reports do nor provide complete and accurate urili-

ties expenditures by location. Consequently, a clear pic­

ture of che deparrmem·s actual utility costs cannot be 

gleaned from rhese reporcs. Finally, in FYI 996-97 and 

FYl 997-98, some schools did nor receive sufficient allo­

cations to cover their electricity coses. 

♦:♦ 

Assessment of the State's Efforrs Related lo the 
Felix Consent Decree, Repor/ No. 98-20 

The Felix consent decree is the omcome of a 1993 law­

suit in U.S. Disrricr Court char alleged char "qualified 

handicapped children" were not receiving rhe mental 

health services necessary to enable rhem to benefit from 

their education. We found char the Scare failed several 

rimes ro ensure rhat requirements of the Felix consenr 

decree were clear and as a consequence compliance has 

become :t moving rnrget. A primary problem is rhe 

Srare's failure to develop a working definirion of the 

Felix class. This leads co difficulties in consisrenrly 

idenrifying which children should be served and 

whether children receiving Felix services are actually eli­

gible for rhose services. The Stace also does not clearly 

idenci�, funding related to rhe consent decree. Finally. 

rhe lack of effective leadership is a major cause of the 

State's continued failure to satisfactorily add1·ess the 

rcnns of the decree. 

•!• 

Procuremenl Audi/ of Food Purchases and Related 
Inventory Controls of the Depadment of Public Safety 
and ,he Deportmenr of Education, Report No. 99-15 

We found that the Department of Public Safety lacks 

clear wrirren procedures and adequate guidance for rhe 

purchase of food. Consequently. correctional facilities 

violated the Hawaii Public Procurement Code's srnall 

purchase and competitive sealed bidding provisions in 

purchasing non-bid food items. Procedures for pur­

chasing produce are inconsisrcnr and rhe department's 

practice of purchasing meat from its Correctional 

Industries Program is costly. The deparcmcm also failed 

co establish inremal controls over food inventory. \Xie 

found thac rhe Department of Education lacks funda­

mental internal controls over food purchasing. 

Segregation of duties is ignored, no independent party is 

monitoring food purchases ar schools, marching invoic­

es wirh purchase requisitions is nor always performed, 

and rhe department's disbursement policies are ambigu-

II 
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ous. The deparcmenr's procedures and controls over 
food inventory arc inadequate. The deparrmem also 
lacks adequate control over food cosrs. 

❖ 

Audit of the Hawaii Health Systems Corporation 
Report No. 99·9

The corporation was established by rhe Legislarure in 
1996 ro manage rhe Scare's S}'�tem of comnu111iry hospi­
rals, a coral of 13 acut·e care, long-rcrm care, and rural 
fucilicies. The corporation's ability to establish a viable 
hospir:il sysrem is hampered by a combination of resrric­
civc personnel rules. an inadequ:ne ftnancial sysccm, and 
deficienl planning and implcmenracion. The corpora­
tion's Board of Direccors fuiled to asserr adequate lead­
ership to ensure an effective transition from a srnce hos• 
piral sysrem co a corporace srruccure. The procurement 
sysrem lacked adequare managemenc concrols, policies 
and procedures were uncle:ir and contract management 
was inadequate. Finally, the corporation lacked stracegic 
implemencation system plans and had nor adequacdy 
addressed the Year 2000 problem. 

Study of 1/1e Fiscol lmJ>?cl of Providing Ceilain Benehts to 
Reciprocal Beneficiaries, Re,:;ort No. 99-17

The fiscal impact ot Act 383, SLH 1997-•the reciprocal 
beneficiaries law--appears to h:we been minimal in rhe 
four areas rhar che legislarure a�ked us ro study (work­
ers' compensacion, che Hawaii Public employees Health 
fund, the Employees' Retirement Syscem, and prepaid 
hcald1 care). The minimal impacr of rhe l.1.w can be 
attribured to rwo major fuccors: che small number or 
individuals who have entered into a reciprocal beneficia• 
ry relationship and che limirs of the law itself. The law's 
fiscal impacr could change if more people became recip­
rocal beneficiaries or if £he law is a.mended ro require 
broader coverage. We note chat Section 2 of Act 383 
will be repealed on June 30, 1999, unles� the require­
ment is cxcended through legislation. 

Review of Revolving Funds, Trust Funds, and Trust 
Accou11ls of the Deportment of Accounting and General 
Services. Deportment of Agnculture Deportment of Budaet 
and Finance and Deportment of Land and Natural 

� 

Resources, Report No. 99-6

Of che 78 funds we reviewed this year, 21 were revolv­
ing funds, 11 were trust fi.inds, and 46 were crust 
accouncs. Our review is based on various crireri:i devel­
oped by rhe Legislature and our office. These fund� 
mtL�t concinue to serve chc pmpose for which rhey were 
neared and not require conrinuing g1:11eral fund appro� 
priations. In addirion, a revolving fund must reflect a 
clear link berween rhe benefits sought and charges made 
on rhe users. a.nd also be an appropriate financing 
mechanism for the program or operation. A trust fond 
muse also meet the St:tcucory definition of a rrust fund. 
For each fund or account, we presenc a five-year finan­
cial summary, the purpose of the fund, and conclusions 
about its use. We do noc present any conclusions about 
che effectiveness ot che program, its management, or 
whcrher the program should be continued. 

Ntonog�ment Audit of Howoo's School-to-Work 
Opportunities System, Report No. 98·21 

Hawaii parricipare.� in che federal school-ro-work iniria­
tive under che 1994 School-to-Work Opporrnnicics Acc. 
Hawaii's iniciacive is headed by the Hawaii School-co­
Work Opporrunitie� Executive Council. \'<le found that 
Hawaii's school-to-work opporruniries system lacked a 
clear mission, goals, and outcome measures, and was 
nowhere near sratewide implementation, nor w·,b ir 
close co being a system. Addicionallv, conrrols over 
school-to-work expenditures were w�al<. Some school­
ro-work funds were spenr on items char did nor direcrly 
rebte co che development of a statewide system. Also. 
the implemencarion of safety inspection requiremenrs 
was poor. 

Audit of the State Foundation on Culture and the 
Arts. Repo,t No. 99-3 

The Srare Foundarion on Culture and the Arrs needs ro 
focus on ensuring thar its programs addre.ss irs mi�sion 
and rneer their objectives. Programs h.ave noc been 
rtviewed :ind their purposes have nor be1:u clearly 



defined. The executive director needs ro establish cer­

tain basic managemenr rools ro direct the foundation's 

operations. The foundation's more rhan 4,900 relocat­

able works of arc should be more accessible and placed 

in public and private facilities. Section I 03-8.5, HRS, 
whid1 requires srate age11cies co transfer I percent of all 

scare fund appropriarions designmed for consrrucrion or 

renovations of scare buildings ro che Works of Arr 

Special Fund needs ro be revisited. 

Allocation lo Student-Centered Schools Project 
Reporl No. 98-17

The I 998 Legislarure required rhe Srare Auditor to 

determine the fanding allocacions for scudent-cenrered 

schools in rhe srare for FYI 998-99 as well as for subse­

quent fiscal years. We presented allocarions For 

FY1998-99 to rwo scuclenr-cenrered schools, Waialac 

Elementary School a11d Lanibi Elememary School. We 

calculated "core" or basic allocations plus allocations For 

services rhat che school provides based on negociacions 

with rhe Department oF Education. In addition, we 

added a "small school adjustment" co Lanikai's core 

allocation ro enable ir to pay ics rclarively higher per­

pupil non-insrrucrional fixed cosrs due to its small size. 

Audit of Student Transportation Services. 
Repor/ No. 99-1 

The scudem transportation program provides subsidized 

school bus transporration services for eligible students 

traveling co and from public schools in grades kinder­

garten through 12th. The program also rransporrs spe­

cial education srndents during the school day. The 

Department of Accounring and General Services needs 

to improve the program. The methodology used to 

develop the base fare race is questionable. Internal con­

trols are inadequate ro assure chat srudencs are rrans­

ported effectively and at leasr cosr. The department 

uses a "50 percent" special provision that prevents rrue 

compecirion and violarcs the spirir and incent of the 

Hawaii Public Procurement Code. The Department of 

Education needs ro correct inefficiencies. Although rhe 

pre-paid bus pass program looks promising, it needs 

improvemenr. Planning and coordination For scudenr 

transportation also can be improved and eligibility 

dercrminarion procedures arc inefficient. 

FINANCIAL AUDITS 

Financial Audit of the Airports Division of the 
Deportment of Transpa,tolion. Report No. 99-8 

This audit was conducred wirh the cercified public 

accoLrnting firm of KPMG Peat Marwick LLP. In the

firm's opinion, except for the effects of adjusrmenrs (if

any) resuJring from the Year 2000 issues, rhe financial 

sratemcnts of the division present fairly the financial 

position and the results of irs operations for the fiscal 

year ended June 30, 1998. However, we Found sionifi-
" 

cane deficiencies in the Airport Division's procurement 

process, including the failure co ensure compctition in 

the conrraccor selection process of a new multi-million 

dollar Airports Management Information System. 

Ineffective controls over lease renewals and neooriations 
0 

and untimely acrions on delinquent accounts h:we 

resulted in improper billings and potentially uncol­

lectible lease rents of more than $180,000. The divi­

sion's inabilicv to monitor and collect ourstandino 
. 

. 

" 

receivables of approxin1ately $50 million is hampered 

because cash receipts are not applied to specific invoices. 

Concrols over millions of dollars of cash receipts are 

inadequate. 

Financial Audit of !he Hawaii Public Employees 
Health Fund, Reporr No. 99-18 

This audit was conducted with the cerrified public 

accounting firm of Ocloicre & Tnuche LLP. We found 

that the hcald1 Fund's financial statements are nor being 

prepared in accordance with srarc law and generally 

accepted accouncing principles. Nor doing so results in 

an in:tccurate reporting of rhe healrh fund's assets, liabili­

ties, revenues, and expenses. Had the Health Fund fol­

lowed the proper accounting srandards, it would have 

recorded revenues of approximately $294 million and 

expenses of approximately $203 million for the year 

ended June 30, 1998. A lack of clarity regarding rhe 

definition and measurement of rare stabilization reserves 

has resulted in substantial excess reserves. Scace law 

requires char amounts in excess of race stabilization 

reserves be returned to the Scare and couJ1ties. lnceresr 

income earned on the reserves and held by insurance car­

riers is not being monitored, thus the fund cannor decer­

mine whether rhe insurance carriers are reporting the 

proper amoums of interest. Agreerne.ncs with insurance 

carriers to provide healch care benefits have not been 

13 
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signed, rl1Us the health fund may have diffi.CLllry enforc­
ing certain provisions of the agreements. Fin�ly, the 
healc:h fund has nor been able to implement a long-term 
care i.nmrance benclir plan, as regui.red by law, nor has ic 

been able to return excess premiums to employees. 

Flnonc1ol Audit of the Untversily of Hawaii at Manoa 
Summer Session Program. Report No. 99-18 

This aucLr was conducted with the cercified public 
accoumi.ng firm ofNishihama & Kishida, CPAs, lnc. 
Three deficiencies were found in che Summer Session's 

financial accounting and inrernal control practices. 
One was serious enough that Nishiharna & K.ishida was 
unable ro audit and express an opinion on the Summer 
Session's financial statements. Two pro raca assessments 

on the Summer Session Special Fund -apparendy violat­
ed srnte law. Fina.nciaJ statements provided by the 
Summer Session as of June 30, 1998 were incorrectly 
reported, consequently rhose srnterne11rs could not be 
audited. The Summer Session ceased ro exist as a 
reporting eJ1tity on May 31, 1998. The reporting peri­
od for che Summer Session's fina11cial stacemems shOLJd 
have ended on May 31. Finally, the Swnmer Session 
Special fund was improper!)' used for the> renovation of 
the university's Krauss Hall Complex. 

MANDATED HEALTH INSURANCE 

ANALYSES 

Study of Proposed Mandatory Health Insurance Coverage 
{or Early Intervention Services, Report No_ 99·7 

Senate Bill No. 2948 of c:he 1998 legislarive session would 
require commercial insurers and mutual benefit societies 

that provide farnilr or dependent covera,ge co also provide 
for 111edically necessary early imervemion services as pare 
of :i. basic benefics package. The demand for early inter­
vention services coverage comes primarily from die 
Deparrn,enc of Health, advocacy groups, and provider 
agencies. We could not determine whecl1cr rhc proposed 
cove.rage would affect che cost of early intervention ser­
vices. Insurers cannot clearly escimare the potenrial direct 
and indirect cosrs of mandating services. Insurers raised 
concerns abouc mandated covcrnge for services that ,u·e 
social in nature and the Stace's objective in seeking new 
funding sources for services the Seate is obligated co fond. 

Study of Progosed Mandatory /-lea/th Insurance Coverage 
for Medical Foods in the Treatment of Inherited 
Metabolic Diseases, Report No. 99-4 

Senate Bill No. 2408 of rhe J 998 legislacive session wOLJd 
require private insurers, mmual benefit .societies, and 
health maimenance organizations co provide 80 percenr of 
cbe cost of medical foods necessary for creating inherited 

merabolic diseases. Very few i.ncLvi.duals in Hawaii a.re 
identified by the Depamnem of Health as in need of 
medical foods for the rreatmenr of inherited metabolic 

diseases. Demand for medical foods treatment and insur­
ance coverage comes from chose few individuals an<l their 
families and from health professionals and provider orga­
rlizations. Employer organizations and insurers oppose 

coverage, even though rhe fo1ancial impact of coverage is 
e.xpecred to be minimal. Legislation wouJd not affect

individuals receiving coverage under public health plans
such ;,.s Medicaid and QUEST

Status Report on the Study of Proposed Mandatory Health 
Insurance Coverage for Post-Mastectomy Breast 
Reconstructive Surgery, Report No. 99-2 

House Bill No. 620 of the 1997 legislative session would 

mandate insurance coverage for posc-masrecromy breast 
reconstruc6ve surgery in Hawaii employer group health 

policies. Health insun::rs would be required co provide 
coverage for hospiral ex,penses, medical expenses, and 
health care services for all srages of breast reconstruction 
following any mastecromy which has been performed co 
treat a disease, illness, or injury. However, The 1998 
federal Omnibus Appropriarions Acr included a cancer 
rights ride mandaci.ng health insurers who provide med­
ical and surgical benefirs for mastectotnies to provide 
such coverage. Most of the organizations previously 
idenrified as inreresred in the proposed mandate agreed 
char the additional scare mru1date di<l not appear neces­
sary, and it is roo soon to assess rhe impact of the new 
federal mandate. 

SUNRISE ANALYSES 

Sunrise Anolys/s of a Proposal lo Regulote Cerllfied 
Professional Midwives Report No. 99- i 4 

We found rhnt because of the harm chat incompetent 
prncrice c.U1 eause, the regulation of certified profossional 
midwives and ocher lay midwives is wru-ramed. Although 



regulation is warranted, House Bill No. 3123, which pro­
poses regularion of certified professional midwives, raises 
concerns chat musr be addressed before any regularion is 

enacced. These concerns include fragmented regulation 
and a lack of agreement abouc qualificacions and praccicc 
scand:irds for lay midwifery. We also found char if rcgula­
cion of lay midwives does occur, either the Oeparrmenc of 

Commerce and Consumer Affairs or che Department of 
Health coLdd administer rhe regularory program. 

Analysis of o Proposal to Modify the Regulation of 
Physician Assistants, Reporl No. 98· 19 

We analyzed rhc probable impact of modifying rhe regu­
larory language of a physician assistanr from certified ro 
licensed. Physician assistants are, in effect, already 

licensed by rhe Scare. Since rhe Oeparcmenr of 
Commerce and Consumer Affuirs and the Board of 

Medirnl Examiners currently rrcar physician assisranrs as 
being licensed. a change in terminology will have mini­

mal fiscal and operational impacc. Changing ro rhe term 

"licensure" will allow physician assisr:rnrs to prescribe and 
dispense controlled substances. Changing the regulatory 

nomenclarure will have little or no effect on rhe public's 
health, safery, or wdfure. Currently implemented safe­
guards are sufficient ro ensure consumer protection. 

FOLLOW-UP AUDITS 

Follow-Up Audi, of the After-School Plus (A+) 
Program of the Deportmenl of Education 
Report No. 98· 18 

The Department of Education's A+ Program provides 

after-school services to public school latchkey studenrs 
in kindergarten through grade six. In this follow-up 

audit, we found rhe depamncnr has made improve­

ments in che managemenr controls of the A+ Program 

bur continues ro experience difficulties in limiting the 
program ro eligible students, efficiently sraffing the pro­

gram, and enforcing fiscal controls. Staffing problems 

continue to plague rhe deparrmenc and result in higher 
scudent to sraff ratios, the cmploymenr of unqualified 

staff, and rhe appearance of nepocism. Although rhe 
depamnenr established additional controls ro ensure 
proper program collections and reimbursements, staff 

ignore rhese conrrols. The deparrmenr's Failure to estab­

lish clear lines of authoriry in che program and rhe lack 

of disciplinary procedmes have conrribured co rhe 
department's inability ro hold staff accountable for non­

compliance with established policies. 

Follow-Up to the Study of Revenue Enlitlements lo 1he 
Department of Hawaiian Home Lands, 
No. 99·13 

Hawaii's Stare Consrirution enrirles the Department of 
Hawaiian Home Lands (DHHL) ro 30 percent of 

receipts derived from the leasing of sugarcane lands 
and/or from water leases. Although some progress has 
been made since our last scudy, the Dep:irtment of Land 

and Natural Resources and tbe Department of 
Hawaiian Home Lands still fail ro give adequate atten­

tion ro the t·evenue emirlemenrs for sugarcane lands :111d 

water licenses. The land dcparrmcm lacks a compre­
hensive inventory of sugarcane lands and water licenses 

and related leases, permits, and licenses, and does nor 

provide sufficient information on enrirlemcncs ro rhe 
DHHL. The DHHL also lacks complete information 

on sugarrnne leases and water licenses. Boch deparc­
menrs have failed to sufficiently pbn for the fucurc use 

of sugarcane lands. 

15 



16 

Actions Reported on Previous Recommendations 
(Report Nos. 97-10 through 98-14) 

This section is based primari61 on our review of activiry in the 1998 legislative session and 
1. state agencies' responses to our November 1998 request for information concerning actions
they have taken on our recommendations,

For selected reports, we also revisit the agencies to follow up on actions taken. In these 
cases, we subsequently issue detailed follow-up reports that provide additional verified informa­
tion to supplement the information provided below. 

Report Tille: Management Audit ot the Legal Aid Society of Hawaii 

Repor/ No.: 97-10

RECOMMENDATIONS 

The Legal Aid Society of Hawaii should develop a formal 

monit0ring and evaluation sysrem co improve ics ability to 

manage and assess ir.s diverse funding base. This should 

include a methodology ro assess rhe impacc and desirability of 

new funding sources and a sysrem to monito1· and evaluate 

exisring funding sources. Ac a mi□imwn, rhe sysrem should 

include: 

a. ai1 assessment of how proposals help meet specific

goals and objcccives;

6. die projected impact thar rhe new proposal will bave

on existing staff workload; and

c. how che funding will improve the socienrs service
delivery.

The society should ensure rhac client sarisfacrion surveys are 

conducted on a quarterly basis and should develop a formal 

and comprehensive method of program evaluarion char peri­

odically evaluates the society's operarjon ,L� a whole. 

If che society is selected as a recipient of rhe fndigenr Legal 

Assiscance Fund, the Office of Community Services in rlie 

Depanmenr of Labor and Indusrrial Relations should require 

the society ro submit a report by January 31, 1998 outlining 

how ir has improved irs practices 111 rhe collection and use of 

.financial and n1anagemenr infornuuiou. 

ACTIONS REPORTED 

The society reports char ir has formed a funding commim:�, 
whose purpose includes: 

• maintaining informarion co ass .ist sraff i.n idcnrif),ing

funding resow-ces :and requests.

• evaluating proposed funding, when the appropriareness

of rhar funding is unclear, wich .regard to c.hc sociery's

m1ss1on.

• determining appropriate bud.get and staffing needs

required for successful implementarion of the proposed

project.

• evaluating the jmpact of new funding on staff workloads.

• el'aluaring the impact of new funding co determine how

char funding benefits the society's client popularion and

contributes ro the hnanci.al scability of che society.

The peJsonnel clerk has been assigned rhc responsibility of 

d.isrriburing and collecting quarterly client satisfaction surveys.

The society has a staff evaluation process rhar indudes a for­

mal and comprehensive merhocl of eva.luaring the society's 

entire operarion. 

The Deparrmenc of Labor and IndL1strial Relarions reports 

char in FYl 997-98 the Office of Community Services (OCS) 

selected the sociery as a recipient of rhe I ndigenr Leg:d 

Assisrnnce Fund. The society submim·d a reporr to OCS 

outlining how it improved collection practices and rbe use of 

ranancial and m:rnagemeJH informarion. 

con/inued 011 page I 7-



RECOMMENDATIONS ACTIONS REPORTED 

OCS also conducted on-site fiscal and program moniroriJ1g 
of rhe sociery during rhe agreement period. OCS believes 
that the sociery has improved its financial and ma11agemenr 
in formation pracrices. 

(Note: Acr 121, SLH 1998 rransferred responsibility for the 
Indigent Legal Assistance Fund from OCS tO the Judiciary.)

Reporl Title: 

Reporl No.·

Follow•Up Audit ol the Hawaii State Hospital 
97-11

RECOMMENDATIONS 

The Deparrmcnc of Healrh should provide srronger g1.1idance 
co the Hawaii Stare Hospira! in addressing irs problems wirh 
sick leave and overtime. 

The hospital should: 

a. require the proper completion of sick leave forms;

b. require uni Ls 10 keep daily attendance records: and

c. look into actions taken by ocher agencies ro address

prohlems wirh .�ick leave ahuse and excessive overrime.

Tht" hospital should consider cemralizing scheduling of overtime. 

The hospital should ensure char supervisors evaluate sr:iff in a 
rimely manner, and thar all staff in direcr care units who fuil ro 
meet competency requiremems are placed on workplans, are 
directly supervised, and are prevemed from working overtime. 

The hospital should implement formal policies and procedures 

on personnel issues including sick leave, overtime, and discipline. 

The hospical shOLdd concinue irs analysis of whcrhcr ro 
cenrralize purchasing and receiving of all supplies. 

The deparm1enr should look inro ways ro shorren rhe review 
process for purchase orders, including bypassing the 
Department of Healch's Administrative Services Office and 

ACTIONS REPORTED 

The department reports that sick and overtime issues .tre con­
scanrly under review and rhat sick leave abuse is completely 
under co111rol. 

The hospital srricrly L:.nforces rhe complerion of required forms. 
In addition, the hospiral's personnel office places an employee on 
unauthorized leave without pay unril employee status is com­
municated ro che office. 

Hospirnl unit� and the personnel oflice maintain daily 
attendance records. 

The hospital met with the Depamnenc of Public Safe()' and 
rhe Honolulu Police Deparrment abouc excessive ovcrrimc 
and sick leave abuse issues. 

All overtime requests for clinical areas are filled rhrough rhc 
nursing office. 

The Performance Appraisal System is well established. 
Appraisals are up ro dare and competencies are firmly in place. 

The hospital is following the deparrmcnc's Personnel Office poli­

cies and procedures manual and collecrive bargaining agreemenrs. 

The hospital has centralized the purchase and receipt of most 
goods inro either the cenrral supply area or che warehouse area. 

The hospiral represents a significant porrion of rhe behavioral 
healrh allocarion and will continue co receive oversight from 
the Administrative Services Office. The purchase order han-

conf1m,ed on po9e 18-
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RECOMMENDATIONS 

sending purd1ase orders directly ro rhe Deparnnem of 
Accounting and General Services. 

The departmeur should allow the hospital to have authority 
over University of Hawaii contract negotiations. 

The hospital should change its payroll process to ensure rhar 
manugement reviews and approves payroll processes, and co 

assume more of rhe responsibility for these functions. 

The hospital should en.sure chat supervisors in rhe paricnt 
work program properly complete payroll jusrificarion forms, 
and rbar patients are properly supervised in their work. 

The hospital should raise rhe price of employee meals t0 at 
least equal rne median price ar or.her Department of Health 
facilities, and consider eventu.ally moving to full recovery of 
coses. The hospital should restrict the number of rake,out 
meals per person. 

The hospiral should ensure chat: 

a. mechanics fill our gasohne logs properly, and supervi­
sors investigate discrepancies ber-1-veen logged and
pumped amounts;

6. d1e credit accow1t for gas pw-chases is used for emer­

gency siruarions only; and

c. wards keep inventories of housekeeping and consum­

able items, and are accountable for die irems.

The hospi,.tl should continue effons ro work with ocher 
agencies to coordinate forensic admissions and releases. 

ACTIONS REPORTED 

dJing and reviewing process has been srreamlined. 

The department feels that negociacions should take place 
among all parries involved. The deparrmenr, division, univer­
sity, and hospiral participated in the most recent negoriacions. 

The hospital's payroll process has been strengthened to 
require that management and the personnel office review pay­
mil records. Any quesrions or concerns are referred co the 
appropriate supervisor for r esolution. Uf'lresolved quescions 
arc referred rn the appropriate associate ad.ministraror who 
makes a final decision. 

An occupational therapy policy limits the hours per week and 
tornl hours per job a patient can work. Ir requires rhe timely 
submission of timesheers and work performance reports. Tr 
also requires daily cracking of patient work performance and 
monthly, bi-monrhly, or weekly progress notes. 

Employee meal prices were raised ro meet the median price at 
orher Dep::irtmenr of Health facilities and remain at $2.50 per 
meal. Take-our meals are limited ro one meal per meal rickec. 

Gas pumps Wt>re locked and srricr concrnls were put inro 
place. The garage supervisoi- pumps all gasoline and keeps a 
log_ Gas hours wt>re esrablished and are strictly enforced. 

The gas purchases credir accounr has been limited to week­
end emergency needs. This has been accepted and has been 
successful. 

Wards and housekeeping have very strict invcncory controls in 
place. Every used or dirty item drnr is rcrnrncd is replaced. 
Exceprions must be requested by the unit's nurse manager 
rhrough the l10usekecping supervisor. The business office main­
tains oversight on inventory usage and replacement order�. 

The deparnnen L quo res Technical Assistance Collabor-arive, 
Inc., a consulting firm assisting the hospiEal i.n compliance with 

rhe Depanmenr of_lusrice Stipulation and Orders, as reporting 
rhe following based on a October 1998 hospital visit: 

"Ir appectrs d1at significant progress has been made in deaJing 
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wirh rhe legal barriers ro discharge rhar many parienrs face. 

Progress has been made in resolving guardianship issues, as 

well as in scheduling judicial hearings for patienrs who 

require courr approval. The Scare has also moved forward 

wirh training and education for members of rhe judiciary. 

This training appears ro have been successful in gecring 

judges ro commie ro che Director of Healrh as indicated in 

the law, and noc to rhc Hawaii Stare Hospital. This subrle 

change gives rhe Srare more flexibility ro discharge parienrs 

into communiry programs wichour d1e approval of the courrs. 

On rhe admission side, posirive cfforrs are being made ro 

reduce rhe hospital's waiting lisr, especially chose coming 

from rhe Oahu Correcrional Center. Regular meetings are 

now being hdd wirh rhe Department of Public Safety m 

review rhese cases and make recommendations for communi­

ty alternatives where appropriare." 

The deparrment says rhe hospiral has made significant 

progress in discharging patients who no longer need acuce 

inpatient psychiacric care. 

Reporl Tille: 

Report No.: 

Procurement Audit of the Department of Business, Economic Development and Tourism 

97-12

RECOMMENDATIONS 

The Department of Business, Economic Devclopmcnr and 

Tourism should develop a derailed procuremenr manual for 

use by all operncing unirs. 

The deparrrnenr should: 

a. Develop a contracring policies and procedures manual

for use by all project managers;

b. Ensure that all projecr managers are properly trained

in conrracring policies and procedures; and

c. Audie projecr managers for compliance with deparr­

menral conuacring policies and procedures.

ACTIONS REPORTED 

The deparrmenr reports thar ir rakes its responsibility ro man­

age conrracrs very seriously and will conrinuc ro upgrade and 

improve irs performance. 

The deparcmenr's documcnrs, including directives, instruc­

tions, memoranda, and forms, are being rranscribed and syn­

thesized inro a formal procurcmcnr manual. The deparcmenr 

expects to complete rhe firsr drafr by March 1999. 

The deparcmenr conrinually works with and rrains prognim 

projecr managers, especially those who are new and inexperi­

enced, in proper conrracring policies and procedures. 

Due to sraff shortages in rhe conrraccs office, ir has nor yer 

conducted spot audirs for this fiscal year. 
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Report Tirle: Follow-Up Audit on the Management of Billings and Colledions for the Department of Health's 

Outpatient Adult Mental Health Services 
Report No.: 97-13 

RECOMMENDATIONS 

The Direcror of Healrh sh0tild ensure char the Adult Mental 
Healrh Division assumes irs responsibilities ro direct, coordi­
nate, and mofliror rhe community mental health centers and 
address rhe concerns oudined in chis report. Specifically, rhe 
director should ensure thaf chc division performs the following: 

a. implement a division-wide overall billing system for
che srare-operaced comJnuniry menra,I health cenrets.
This system should include comprehensive policies
and procedures for biUiogs and collections rhat are
fully implemented and formal monitoring and evalua­

tion activities to ensure compliance with policies a11d
procedures; and

b. Obrain or designate a qualified billing coordinator ro
concentrate on implementing the division's billing and
coUeccions responsibiliries.

The Department of Health should ensure that the Adult 

Memal Health Division has adequately planned and devel­
oped its proposed management informarion system before it 
begins implemenrntion. Specifically, rhe department should 

require that the division postpone implemenring the system 
and complete first rhe requirements of the Systems 
Developmenr Methodology. These requiremems should 
indude: 

a. Complerion and proper documcnra1ion of system
requiremems definition and design functions prior to
actual implemenrnfion of the system;

b. Completion of project administration documents such
as work plans, scams reports, and meering minutes;

and

c. 'J'horough budget plans char include a �)'Stem ro track
coral costs throughout the entire project.

To ensure char appropriations from che Mental Health and 
Substance Abuse Special Fund more accurately reflect the 

ACTIONS REPORTED 

The department reporrs char the division has extensive policies 
and procedures governing its billing and collection process. 
Policies and procedures applicable to the aucomaced billing 
process are being implememed and are included in the inren­
sive rraining being conducted for all division billing personnel. 

Since November 1997. no one has applied for rhe billing 
coordinator posirion. The division believes chat the position's 
salary will probably not enable the division to attract, hire, or 
retain an individual experienced and qualified in computerized 
billing processes, requirements of various major reimburse­
ment sources, and Med.icaid/Med.icare rules and regulations. 

The deparnnenc has and will continue to ensure thar the 
implemeored Adule Memal Health Division management 

information system conforms ro the System Development 
Methodology (SOM). SOM requires that ics define require­
menrs, design, develop, and implementation phases be com­
pleted in chis order. 

No legislation was enacred. 
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fund's currenc balance, che Legislawre should require rhe 

Dcparrmem of Healch co accurately reporr the special fund 

and special fund subaccounc balances and projecred expendi­

rures of each subaccounc to offsec operating expenses. ln 

addition, rhe Lcgislarnre should require that rhe Department 

of Health use ics special fund as a primary source for payment 

of ope.racing expenses prior co using general funds. 

ACTIONS REPORTED 

Report Title: 

Report No.·

Audit of State Vocational Education Programs and Job Training Programs 

97-14 

RECOMMENDATIONS 

The Legislarure should require the Deparm1cnt of Education 

and the Department of Public Safecy to submit annual per­

form:ince reports ro rhe Legisl:tture on all of their vocational 

education an<l job training progr:ims and services. 

In che interescs of streamlining, the Legi�lacure shoul<l review 

rhe need for exisring oversight bodies once rhey have outlived 

rheir federal requircmenr. fn addicion, the Legislature should 

assess the feasibility of using exisring agencies or offices m ful­

fill the functions of anr proposed, new oversight bodies. 

The Department of Education and the Deparrmenr of Public 

S:ifery should develop and maintain comprehensive systems 

of program monitoring and evaluation for all of rheir voca­

cional cducacion and job training programs and services. 

Specifically, these dcparnnencs should request from cheir pro­

grams, reporcs on program cffccrivencss char measure out­

comes and achievement of program objectives in light of che 

Stace's overall goals. 

ACTIONS REPORTED 

No legislacion was enacted. 

No legislacion was enacccd. 

The Department of EdL1cacion reports thac it conducts on­

sice monicoring of all vocational edL1cacion programs on a 

biennial basis. Schools arc requircJ ro sub111it a report for 

·'desk monitoring" in years wich no on-sice visirs.

The Deparcmenc of Public Safety reports that it conducted an 

external evaluation of rhc vocational educacion and )Ob train­

ing programs ac eight correctional inscirmions. 

Report Tille: 

Report No.·

Analysis of a Proposal to Expand the Regulation of Occupational Therapists 

97-15

RECOMMENDATIONS 

Occupacional rherapy should nor be regul:ued and Chapter 

457G, HRS, should be repealed. 

lf rhe Legislature deems regulation necessary, simple registra­

tion of occupational cherapiscs, or ac mosc, concinuing 

Chaprer 457G for occuparional therapists and occupational 

cherapy assiscanrs, should be sufficient. If recained, Chapter 

ACTIONS REPORTED 

Chapcc.r 457G, HRS, was not repealed. Ace 100, SLH 1998 

amended Chapcer 457G to require thac persons representing 

themselves to be occupational therapists (and noc occupational 

therapy assisranrs) nor only meer cerr-ain qualificacions, bur also 

register with che Deparrmenc of Commerce and ConsL1mer 

Affuirs. Ace I 00 also repealed Cha.peer 457G as of December 31, 

2003. Section 2 of Ace 97, SLH 1998 amended che occuparional 

continued on page 22-
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RUOMMENDATIONS 

457G should be amended co reAect rhe currem name of the 
cet·tifying organization, the National Board for Cercificarion 
in Occupational Therapy. 

ACTIONS REPOR'TED 

therapist and occupational merapy ass1stanr qualificacion provi-
sions of Chapter 4 57G by (a) changing the name of rhe private 
certifying organization, and (b) e.\'.empcing therapists and assis­
tants employed in a civil service position with the Department of 
Health from cerrifiauion (under certain circumstances). Section 
2 of Act 97 will be repealed on June 30, 2000 and the proviston 
of Chapter 457G that it amended will return rn its original form. 

(Nore: Act 1.00 arid Act 97 still leave some confusion as to 
whether both occupational therapists and occupational therapy 
assistants are regulated and as ro the correcc name of the private 
certifying organizarion.) 

Report Tille: 

/?eporl No .. · 

Audit of the Management of Motor Vehicles al the University al Hawaii 
97-16

RECOMMENDATIONS 

The Universit)' of Hawaii should develop adequate proce­
dures for the purchase of new vehicles. The procedures 
should include: 

a. An assessmem of need, co include an analysis of how
the vehicle would support rhe organization's mission,
goals, and objectives;

b. An  assessment of alternatives: and

c. AJ.1 analysis of expected acquisition costs as well as esti­
mare.d recurring furure coses such as repai.rs, mainte­
nance, and insurance.

The Ltniversity should reevall1ate its Clltrenr vehicle needs, In 
doing so, ic should: 

a. Analyze how vehicles are currently used:

b. Examine alrernacive.c; such as sharing vehicles and using
public or other transportation; and

c. Review the current practice of providing administra­
rors cbe perquisite of personal USt> of stare-owned vehi­
cles.

The universi ty should do away wirh the fleet management 
program. 

ACTIONS REPORTED 

The universi ty reports thar motor vehicle acquisition policles 
and procedures have been developed and implemented. 

The revised evaluacion and assessmenc process provides for an 
analysis of amicipared acquisition and recurring vd1idc cosrs. 
Vehicle usage and alternate types of rranspoctarion were eval­
uated. The summary of on-going resulrs will be reviewed a.nd 
corrective action wiU be raken as -appropriate. 

Ten individuals currently arc granted personal use o[ state­
owned vehjdcs. These individuals have fully complied with 
Secrion 105-2 (4), HRS, -and have been authorized b)' che 
state comptroller. The tiniversity's president approves the use 
ofa vehicle as pan ofrhe recruirmenr pnckage for senior exec­
urives, where nacional search.::s are conducted. 

The university did not originally feel char abolishing the Aeec 
management program was in its best interest but afler forther 
review and discussion ir decided to rerminare rhe program. 
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The university should require rhe Transporcarion Services 

Division ro develop and promulgare sysrcmwide policies and 
procedures for the mainrenance and use of all university vehicles. 

Reporl Tirle: 

Report No.:

Study on the Licensing of Massage Schools 
97-17

RECOMMENDATIONS 

The Stare should conrinue ro require rhat massage rherapy 
schools be licensed. 

The Legislarure should consider amending Hawaii Revised 
Srawtes ro define rhe purpose of private trade, vocarional. 

and rechnical school licensing and regulation as follows: "To 
prorecr consumers against practices by priv,ue trade, vocation­

al, :111d technirnl schools char are false, deceptive, misleading, 

or unfair, and ro help ensure adequate educational qualiry ar 
private rrade, vocarion::tl, and technical schools." 

If rhe Legislaru re considers transferring rhe massage school 

licensing program to rhe Stare Board for Vocarional 

Educarion, any amendments ro Hawaii Revised Starnres 

should include a definition of the purpose of regularing these 
schools, as stared in the second recommendation above. 

If rhe licensing program is rransferred ro rhe Stare Board for 

Vocarional Education, rhe board should rake into account the 

recommcndarions below. 

If licensing and regulation of massage therapy schools remains 

with the Deparrmem of Educarion, the deparm,enc should 

r·evisc its adminisrrnrive rules rhar govern rhe program ro 

achieve the objecrivcs of the amended srarures. Specifically, 

che deparrrnenr should: 

a. Require schools ro submit audited financial sraremencs

as a condition for initial and renewal licensure;

b. Srrengrhen the requirements for school owners, princi­

pals, and insrrucrors;

ACTIONS REPORTED 

Vehicles scheduled for replacemenr in FYl 998 were reviewed. 

Norificarions explaining the universiry's incenr to phase our 
the fleet management program were sent ro each of rhe 
depanmenrs scheduled for a replacemenc. 

The Transporrnrion Services Division policies and procedures 
manual has been revised to include written policies and proce­

dures rhat set standardized prevenrive repair and maintenance 
schedules for all vehicles. 

ACTIONS REPORTED 

Licensing was continued. 

Acr 57, SLH 1998 amended rhe starnres essencially as we 

rtcommended. 

The licensing program was nor rransferred. 

The deparrmenc reports char it arrempred ro transfer rhe 

licensing of massage schools ro a more appropriarc state 

agency during rhe last legislarive session, however, the transfer 

failed ro pass. 

The cleparrmenr will approach the Legislarnre again ro trans­

fer rhe licensing responsibiliries of massage and acupuncture 

schools to the Department of Commerce and Consumer 

Affairs (DCCA) for rhe following reasons: 

The department believes rhat the SLH l998 amend­

ment ro Section 302A-425, HRS, clearly defines the 

continued on po9e 24-
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RECOMMENDATIONS 

c. Regulate agencs and require them to obtain pennies
From che deparcment;

cl. Consider deveJopi.ng a ruirion protection ftmd inro
which all licensed schools ate required m comribuce;

e. Require schools ro submir reach-our plans as a condi­
rion for inirial licensure;

f. Reguire schools ro list che names of certified faculry in
their brochures; and

g. Conducr annual sice visirs co schools.

ff licensing and regulation of massage therapy schools remains 
with rhe Departrneur of Education, rhe superintendent 
should ensure rhac rhc adruinisrracor of the program: 

a Develops and irnplc."menrs comprehensive policies and 
procedures; 

b. Certifies massage school insuuccors and issues tempo­
rary certificates in a timely manner:

c. Regularly monitors, conraccs, and visits licensed mas­
sage therapy schools; and

d. Maintains orderly and complete licensing Ries.

ACTIONS REPORTED 

licensing of private trade, vocational, or technical 
school.� as a regulatory and consumer protection issue. 
These functions are not consisrenr with the depan­
menc's primary mission. 

T he depamnrnt does not license real e.stare and cos­
metology schools. 

Certification requiremenrs are �lso required of massage 
and acupunctw-e pracricioners by boards administered 
byDCCA. 

The deparrmenr believes that rhe Legislature does nor allocate 
sufficiem resources co fully carry out the recommendations co 
license and regulate massage schools or all oc.her private trade, 
vocational, or technical schools. The department reports ir 
has nor been able co comply wirh man)' of the reporr's specif­
ic recommendations because it cannoc justify reallocating 
resource� from areas focused on educating srudenrs. 

Report Title: 

Report No.: 
Management Audit ol the Department ol Human Servites 

97·18 

RECOMMENDATIONS 

The governor should charge rhe director of human service.� 
with the respons'ibiliry for ensuring char che Deparrmenc of 
Human Services corrects past deficiencies identified in prior 
audirs. Specific.i.lly, the department musr: 

a. Develop and impleme.nrwrirren policies and proce­
dures for Food Stamp Employment and Training
Program sraff;

b. Develop and implement wriccen policies and proce­
dures for concracr management and provide formal
contract management tmining ro staff:

ACTIONS Rf PORTED 

The governor reports r.har alrhough the depamnent is faced 
wirb scaffin.g consrrnints and limired resources, chc depart­
ment is cominually sr.riving to make improvements. 

The departmenr reports rhar ir has finalized Food Scamp 
Employmem and 1i·aining Program policies and procedures 
and has provided formal rraining ro deparrmental and con­
tra.crnal sraff. The deparrmenr has also developed contract 
management policies and procedures. 

The Administrative Management Services Office has no smff 
because it i� waiting fm positions tO be approved. Thus, rhe 
office is nor able co assume adminisrrarive oversighr of rbe 
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Regulate agents and require them to obtain permits
from the department;

d. Consider developing a tuition protection fund into
which all licensed schools are required to contribute;

e. Require schools to submit teach-out plans as a condi
tion for initial licensure;

f. Require schools to list the names of certified faculty in
their brochures; and

g. Conduct annual site visits to schools.

If licensing and regulation of massage therapy schools remains
with the Department of Education, the superintendent
should ensure that the administrator of the program:

a Develops and implements comprehensive policies and
procedures;

b. Certifies massage school instructors and issues tempo
rary certificates in a timely manner;

Regularly monitors, contacts, and visits licensed mas
sage therapy schools; and

d. Maintains orderly and complete licensing files.

RECOMMENDATIONS
The governor should charge the director of human services
with the responsibility for ensuring that the Department of

Human Services corrects past deficiencies identified in prior
audits. Specifically, the department must:

a. Develop and implement written policies and proce
dures for Food Stamp Employment and Training
Program staff;

b. Develop and implement written policies and proce
dures for contract management and provide formal
contract management training to staff;

ACTIONS REPORTED
licensing of private trade, vocational, or technical
schools as a regulatory and consumer protection issue.
These functions are not consistent with the depart
ment’s primary mission.

• The department does not license real estate and
metology schools.

• Certification requirements are also required of massage
and acupuncture practitioners by boards administered

by DCCA.

The department believes that the Legislature does not allocate
sufficient resources to fully carry out the recommendations to

license and regulate massage schools or all other private trade,
vocational, or technical schools. The department reports it

has not been able to comply with many of the report’s specif
ic recommendations because it cannot justify reallocating
resources from areas focused on educating students.

ACTIONS REPORTED
The governor reports that although the department is faced
with staffing constraints and limited resources, the depart
ment is continually striving to make improvements.

The department reports that it has finalized Food Stamp
Employment and Training Program policies and procedures
and has provided formal training to departmental and con
tractual staff. The department has also developed contract

management policies and procedures.

The Administrative Management Services Office has no staff
because it is waiting for positions to be approved. Thus, the
office is not able to assume administrative oversight of the

RECOMMENDATIONS

c. Ensure ALEX or another job search database is avail

able for clients at all units;

d. Implement a management information system
designed for managed care since the Department of
Human Services does not know when the QUEST
Information System will be completed;

e. Ensure that the report of the demographic data on fos

ter children and their expenditures are complete and
accurate; and

f. Develop ceiling amounts for foster board-related

expenditures.

The department should assess the extent to which the First to
Work Program and the Food Stamp Employment and

Training Program can be integrated and proceed with that
integration.

The director should ensure that evaluations are incorporated
into existing programs. In the future, the director should
ensure that the evaluation component is developed prior to
program implementation.

ACTIONS REPORTED
department’s First-to-Work Program contracts.

The department is currently working with the Department of
Labor and Industrial Relations to hook up ALEX in various
locations statewide.

The department agrees that an information system sp
managed care should be implemented for QUEST. The divi
sion is contracting with an outside vendor who is using an
interim system to process encounter r

1, 1995 and to generate utilization reports. Health plans are
now submitting current encounter records to this contractor.

Accurate information on foster children is available. The
departmen
Analysis and Reporting System (AFCARS) in compliance
with federal requirements. AFCARS is being used to provide

child welfare service outcome data in the department’s annual
report. Expenditure data is monitored and reported by

accounting and budget staff.

The department has developed ceiling amounts for certain
foster board-related expenditures such as clothing. However,
ceiling amounts for other foster board related expenditures,

such as child placement transportation costs, are not estab
lished due to the wide variation in case scenarios and costs
related to individual cases.

Due to different mandates and funding streams, the depart
ment continues to keep the Temporary Assistance for Needy

Families (TANF) and Food Stamps work programs separate.
Also, the Food Stamps Employment and Training Program
has shifted much of its focus to serving the Able-Bodied
Adults Without Dependents (ABAWD) population, while the
First-to-Work Program must continue its emphasis on serving
families. Services cannot always be integrated for these very
different target groups.

The department is also working closely with the Department

of Labor and Industrial Relations through DLNR’s Welfare-
to-Work grant.

Program Management Evaluation (PME) staff of the depart
ment’s Management Services Office (M
form various program evaluation activities including the
development of program evaluation instruments and syste
MSO staff are assisting the Med-Quest Division by conduct
ing QUEST client survey activities on an ongoing basis to

24

Report Title: Management Audit of the Department of Human Services
Report No.: 97-18
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RECOMMENDATIONS

The director should ensure that the committees on payment
projections are run consistently. All of the committees should

meet regularly, keep a formal record of meeting minutes, and
continuously refine their projection methodology.
Furthermore, any information presented to the Legislature
should be clear, understandable, and accurate.

ACTIONS REPORTED
ensure that QUEST clients are aware of their rights.

Currently, the department has four committees serving vari

ous payment programs:

• The Income Maintenance Committee on Payment
Projections is developing a new projection method to
account for program changes due to welfare reform;

• The Child Welfare Services Committee on Payments
continuously works to improve the information on

Child Welfare Services and projection methodology;

• The Med-QUEST Division Committee on Payment
Projections tracks QUEST enrollment, expenditures,
and the fee for service program expenditures; and

• The Employinent/Child Care Committee on Payment
Projections is working to develop a standard set of
information to be monitored and ways to project
future costs.

Committees meet monthly or bi monthly and keep written
minutes.

RECOMMENDATIONS

The university should require the Transportation Services
Division to develop and promulgate systemwide policies and
procedures for the maintenance and use of all university vehicles.

Report Title: Study on the Licensing of Massage Schools
Report No.: 97-17

RECOMMENDATIONS

The State should continue to require that massage therapy
schools be licensed.

The Legislature should consider amending Hawaii Revised
Statutes to define the purpose of private trade, vocational,
and technical school licensing and regulation as follows: ‘To
protect consumers against practices by private trade, vocation

al, and technical schools that are false, deceptive, misleading,
or unfair, and to help ensure adequate educational quality at
private trade, vocational, and technical schools.”

If the Legislature considers transferring the massage school
licensing program to the State Board for Vocational
Education, any amendments to Hawaii Revised Statutes
should include a definition of the purpose of regulating these

schools, as stated in the second recommendation above.

If the licensing program is transferred to the State Board for
Vocational Education, the board should take into account the

recommendations below.

If licensing and regulation of massage therapy schools remains
with the Department of Education, the department should

revise its administrative rules that govern the program to
achieve the objectives of the amended statutes. Specifically,

the department should:

a. Require schools to submit audited financial statements
as a condition for initial and renewal licensure;

b. Strengthen the requirements for school owners, princi
pals, and instructors;

ACTIONS REPORTED
Vehicles scheduled for replacement in FY1998 were reviewed.
Notifications explaining the university’s intent to phase out

the fleet management program were sent to each of the
departments scheduled for a replacement.

The Transportation Services Divi
manual has b ‘

dures that set standardized pre
schedules for all vehicles.

ACTIONS REPORTED

Licensing was continued.

Act 57, SLH 1998 amended the statutes essentially as we
recommended.

The department reports that it attempted to transfer the
licensing of massage schools to a more appropriate state

agency during the last legislative session, however, the transfer
failed to pass.

The department will approach the Legislature again to trans

fer the licensing responsibilities of massage and acupuncture
schools to the Department of Commerce and Consumer
Affairs (DCCA) for the following reasons:

The department believes that the SLH 1998 amend
ment to Section 302A-425, HRS, clearly defines the
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Report Title: Study of Proposed Mandated Additional Mental Health and Alcohol and Drug Abuse
Insurance Benefits

Report No.: 97-19

RECOMMENDATIONS ACTIONS REPORTED
No recommendations.

Report Title: Review of Revolving and Trust Funds of the Department of Human Resources Development,
Department of Labor and Industrial Relations, Department of Public Safety, and the Department

of Taxation
eport No.: 97-20

23

The licensing program was not transferred.

RECOMMENDATIONS ACTIONS REPORTED
No recommendations.

Report Title: Audit of the Big Island Pilot Project on Mental Health Services
Report No.: 98-1

RECOMMENDATIONS ACTIONS REPORTED
The Director of the Department of Health should ensure that The department reports that the Child and Mental Health

the Child and Adolescent Mental Health Division is staffed Division is reorganizing to ensure an accountable infrastruc

continued on page 27— continued on page 24—



RECOMMENDATIONS
457G should be amended to reflect the current name of the
certifying organization, the National Board for Certification
in Occupational Therapy.

RECOMMENDATIONS

The University of Hawaii should develop adequate proce
dures for the purchase of new vehicles. The procedures

22 should include:

a. An assessment of need, to include an analysis of how
the vehicle would support the organization’s mission,
goals, and objectives;

b. An assessment of alternatives; and

c. An analysis of expected acquisition costs as well as esti
mated recurring future costs such as repairs, mainte
nance, and insurance.

The university should reevaluate its current vehicle needs. In
doing so, it should:

a. Analyze how vehicles are currently used;

b. Examine alternatives such as sharing vehicles and using
public or other transportation; and

c. Review the current practice of providing administra
tors the perquisite of personal use of state-owned vehi
cles.

ACTIONS REPORTED
therapist and occupational therapy assistant qualification provi
sions of Chapter 457G by (a) changing the name of the private
certifying organization, and (b) exempting therapists and assis
tants employed in a civil service position with the Department of
Health from certification (under certain circumstances). Section
2 ofAct 97 will be repealed on June 30, 2000 and the provision
of Chapter 457G that it amended will return to its original form.

(Note: Act 100 and Act 97 still leave some confrision as to
whether both occupational therapists and occupational therapy
assistants are regulated and as to the correct name of the private
certifying organization.)

ACTIONS REPORTED

The university reports that motor vehicle acquisition policies
and procedures have been developed and implemented.

The revised evaluation and assessment process provides for an
analysis of anticipated acquisition and recurring vehicle costs.

Vehicle usage and alternate types of transportation were eval
uated. The summary of on-going results will be reviewed and
corrective action will be taken as appropriate.

Ten individuals currently are granted personal use of state-
owned vehicles. These individuals have fully complied with
Section 105-2 (4), HRS, and have been authorized by the

state comptroller. The university’s president approves the use
of a vehicle as part of the recruitment package for senior exec
utives, where national searches are conducted.

The university did not originally feel that abolishing the fleet
management program was in its best interest but after further
review and discussion it decided to terminate the program.

RECOMMENDATIONS
appropriately to manage and enforce its contract w
Kapio’lani HealthHawaii. In doing so the director should
consider:

a. The changing responsibilities of the division, particu
larly with respect to contract management and the
Felix a. Waihee consent decree;

b. The education, skills, and work experience needed to
effectively manage contracts; and

c. A structure that provides accountability in the division.

The Child and Adolescent Mental Health Division should
enforce the terms of its contract with Kapio’lani HealthHawaii

to ensure that:

a. authorized services are provided;

b. the required quality assurance activities are performed;
and

c. payments are made only for services actually rendered.

The division should cease the practice of advancing moneys
without adequate support.

The governor, the superintendent of education, and the direc
tor of health should continue efforts to coordinate and work
together on the Big Island Pilot Project.

The director of health should look at the possibility of utiliz
ing Family Guidance Center staff as providers of services.

RECOMME N DAT 10 NS
To improve the Judiciary’s collection of fines and restit
the chief justice should assign to the administrative director
of the courts the responsibility of planning, directing, moni
toring, and evaluating collection efforts of the courts, and

ti —

tematic outcomes. The organizations ability to recruit and
fill positions with qualified personnel correlates with its abili

ty to effectively manage contracts. The division c
effort to fill vacant positions with individuals who ha
credentials, skills, and professional experience needed to effec
tively manage contracts.

To determine Kapio’lani HealthHawaii’s compliance with the
terms and conditions of the contract, the division monitored
the Big Island project contract from May through June 1998.
The monitoring team examined service claims paid for sub

contracted services and reviewed quality assurance a
performed by Kapio’lani HealthHawaii.

The division and Kapio’lani HealthHawaii management met

regularly to discuss project operations and budget and fiscal
data used to support the advance-payment requests.

The superintendent of education reports that the governor,

the superintendent, the director of health, and members of
their staff have been working closely to maintain mental
health services and have been trying to improve the quality of
and accountability for services.

The Department of Health reports that the contract with
Kapio’lani HealthHawaii has been terminated by mutual
agreement. Subsequently, the Hawaii Family Guidance
Center has increased its responsibilities on the Big Island,
including the provision of case management services.

ACTIONS REPORTED

Report Title; Audit of the Management of Motor Vehicles at the University of Hawaii
Report No.; 97-16
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The university should do away with the fleet management
program.

Report Title; Audit of the Collection of Fines, Forfeitures, and Restitutions in the Judiciary
Report No.; 98-2

ACTIONS REPORTED

administrative director of the courts th
investigating, coordinating, and reporting all collection m -

ters to the chiefjustice.

continued on page 23— continued on page 28—



ACTIONS REPORTED

The Judiciary reports that its administrative director and
other personnel have taken significant steps to strengthen
management controls over collections. They have researched
and clarified measures within the Judiciary’s statutory author
ity to collect moneys owed to the State.

The Judiciary’s collections strategy is based on a clarified under
standing of its authority to collect moneys owed to the State;
improved accuracy and convenience in records and reports; and

heightened efforts to educate the community about options
available to meet court-ordered financial obligations.

The Judiciary and the Department of the Attorney General
mutually agree that the Judiciary is the administrator and col
lector of fines and restitutions in the ‘first instance’ (non—

delinquent accounts and the Department of the Attorney
General is authorized by statute to pursue delinquent
accounts. The administrator director and the Department of
the Attorney General are working together to transfer delin

quent cases from the Judiciary to the Department of the
Attorney General.

The Judiciary organized a task force to develop policies and
procedures to collect and monitor restitution owed to crime
victims. The policies and procedures were approved in June

1998. Collection efforts were also aided by Act 269, SLH

1998, which allows victims in criminal cases to pursue court-
ordered restitution as a civil judgment.

The Judiciary suggests that the decision as to whether to
develop policies and procedures for delinquent accounts is
within the Department of the Attorney General’s purview.

The Judiciary retains and monitors accounts in which a pay

ment plan has been worked out and payments are current.

In January 1998, the administrative director organized a task

force to look into the development of an automated cash col
lection and accounting system The estimated target date for

the implementation of the comprehensive automated cash
collection and accounting system is June 2001.

In the District Court of the First Circuit, an automated sys
tem to keep track of bail receipts transmitted to the court

RECOMMENDATIONS
fund’s current balance, the Legislature should require the
Department of Health to accurately report the special fund
and special fund subaccount balances and projected expendi
tures of each subaccount to offset operating expe
addition, the Legislature should require that the
of Health use its special fund as a primary source
of operating expenses prior to using g

RECOMMENDATIONS
The Legislature should require the Department of Education
and the Department of Public Safety to submit annual per
formance reports to the Legislature on all of their vocational
education and job training programs and services.

In the interests of streamlining, the Legislature should review

the need for existing oversight bodies once they have outlived
their federal requirement. In addition, the Legislature should
assess the feasibility of using existing agencies or offices to ful
fill the functions of any proposed, new oversight bodies.

The Department of Education and the Department of Public

Safety should develop and maintain comprehensive systems
of program monitoring and evaluation for all of their voca

tional education and job training programs and services.
Specifically, these departments should request from their pro
grams, reports on program effectiveness that measure out
comes and achievement of program objectives in light of the

State’s overall goals.

RECOMMENDATIONS
Occupational therapy should not be regulated and Chapter

5 G, HRS, should be repealed.

If the Legislature deems regulation necessary, simple registra
tion of occupational therapists, or at most, continuing

Chapter 457G for occupational therapists and occupational
therapy assistants, should be sufficient. If retained, Chapter

ACTIONS REPORTED

ACTIONS REPORTED
No legislation was enacted.
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RECOMMENDATIONS
ensuring that information kept on outstanding fines and
restitutions is complete and accurate.

On behalf of the chief justice and in consultation with key
administrators of the central Judiciary and key judges and
administrators of the circuit, district, and family courts
(including the traffic violations bureaus of the district courts),

the administrative director should ensure adequate manage
ment controls over collections by implementing the following:

a. A clear strategy for collections;

b. A comprehensive statewide collections policy and pro
cedures manual for all courts including steps to moni

tor and enforce all fines and restitutions and deal with
delinquent and outstanding fines and restitutions;

c. A reliable accounts receivable system so that courts are
able to determine what fines and restitutions are out

standing and delinquent;

Report Title: Audit of State Vocational Education Programs and Job Training Programs
Report No.: 97-14

21

No legislation was enacted.

The Department of Education reports that it conducts on-
site monitoring of all vocational education programs on a
biennial

“desk m . - .

The Department of Public Safety reports that it conducted an
external evaluation of the vocational education and job train

ing programs at eight correctional institutions.

Report Title: Analysis of a Proposal to Expand the Regulation of Occupational Therapists
Report No.: 97-15

ACTIONS REPORTED

amended Chapter 45 G to require that persons representing
themselves to be occupational therapists (and not occupational

therapy assistants) not only meet certain qualifications, but also

register with the Department of Commerce and Consumer
Affairs. Act 100 also repealed Chapter 45 G as of December 31,

2003. Section 2 of Act 97, SLH 1998 amended the occupational

continued on poge 29— continued on page 22—



RECOMMENDATIONS
The Director of Health should ensure that the Adult Mental
Health Division assumes its responsibilities to direct, coordi
nate, and monitor the community mental health centers and
address the concerns outlined in this report. Specifically, the
director should ensure that the division performs the following:

a. Implement a division-wide overall billing system for
the state-operated community mental health centers.
This system should include comprehensive policies
and procedures for billings and collections that are
fully implemented and formal monitoring and evalua
tion activities to ensure compliance with policies and
procedures; and

20 b. Obtain or designate a qualified billing coordinator to
________ concentrate on implementing the division’s billing and

collections responsibilities.

The Department of Health should ensure that the Adult

Mental Health Division has adequately planned and devel
oped its proposed management information system before it

begins implementation. Specifically, the department should
require that the division postpone implementing the system
and complete first the requirements of the Systems
Development Methodology. These requirements should
include:

a. Completion and proper documentation of system
requirements definition and design functions prior to
actual implementation of the system;

b. Completion of project administration documents such
as work plans, status reports, and meeting minutes;
and

Thorough budget plans that include a system to track
total costs throughout the entire project.

To ensure that appropriations from the Mental Health and
Substance Abuse Special Fund more accurately reflect the

ACTIONS REPORTED

The department reports that the division has extensive policies
and procedures governing its billing and collection process.
Policies and procedures applicable to the automated billing
process are being implemented and are included in the inten
sive training being conducted for all division billing personnel.

Since November 1997, no one has applied for the billing
coordinator position. The division believes that the position’s
salary will probably not enable the division to attract, hire, or
retain an individual experienced and qualified in computerized

billing processes, requirements of various major reimburse
ment sources, and Medicaid/Medicare rules and regulations.

The department has and will continue to ensure that the
implemented Adult Mental Health Division management

information system conforms to the System Development
Methodology (SDM). SDM requires that its define require
ments, design, develop, and implementation phases be com
pleted in this order.

RECOMMENDATIONS

d. A realistic strategy for developing a uniform automat
ed computer system that would link the accounts
receivable information of all the courts;

e. A system for ascertaining whether each court in the
Judiciary has adequate policies and procedures to
ensure that all financial obligations owed are adequate

ly monitored and enforced for compliance;

F. Coordination of, and follow-through on, recent and
new Judiciary initiatives to improve collections; and

g. A system for examining alternative enforcement mech
anisms for outstanding fines and restitutions, such as a
collection unit within the Judiciary, wage garnishment,
tax refund intercept, and adverse credit reporting.

ACTIONS REPORTED
from the police department has been developed.

The Judiciary has also purchased point-of-sale cash registers for

the Honolulu Division of the District Court of the First
Circuit. Payments processed through these machines will even
tually update TRAVIS, the court’s case management system.

Task force members have spent a considerable amount of
time and effort streamlining and standardizing procedures for
collection and accounting for cash.

Changes in
is collected unifor ,

and provide

The Judiciary has implemented initiatives to encourage the
pubic to make timely payments; propose and support legisla
tion needed for uniform collection policy and procedures;
and modify internal practices to promote centralized collec
tion reporting.

The Department of the Attorney General has the authority
exercise enforcement mechanisms including wage garni -

ment and tax intercepts. However, centralized collectio
reports monitored by the administrative director will ensure

that the Judiciary obtains and uses accurate information for
those matters within its control and influence.

(Note: Act 264, SLH 1998 authorizes the Judiciary to pre

pare lists of delinquent fines and restitutions, which i
judgment are uncollectible, and releases the Judiciary from
accountability for collecting these amounts. The uncol
lectible must be deleted from other books kept by the
Judiciary but only if it has been delinquent for at least two
years. Fines or restitutions so written off may be transferred
back to the Judiciary’s accounts receivable under certain cir
cumstances. The Judiciary must annually summarize for the
Legislature the types and amounts of uncollectible fines and
restitutions that were deleted or transferred back. Act 66,

SLH 1998 adds the Judiciary to the agencies for whom the
Department of Accounting and General Services may seek to
set off any debts due to the agency against any income tax
refund or other refund due to the debtor by the State.)

Report Title: Follow-Up Audit on the Management of Billings and Collections for the Department of Health’s

Outpatient Adult Mental Health Services
Report No.: 97-13

29

No legislation was enacted.
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Report Title: Management Audit of the Public Library System
Report No.: 98-3

RECOMMENDATIONS
The state librarian should plan for the future of the library
system by identifying structural and procedural changes that
will improve operations. He should plan in comprehensive
detail the steps needed to guide any change. To ensure the
effectiveness of the system the state librarian should make the
following his priority:

a. Updating functional statements to clearly define posi
tion descriptions and responsibilities of staff;

b. Clearly identifying and planning for any increased
decision-making authority to be delegated to the

branch libraries; and

c. Planning for and providing training to assist staff in
their transition to their new roles and increased
responsibilities.

The state librarian should ensure meaningful input from staff
of the individual libraries when implementing reform efforts

that will directly affect them.

The state librarian should establish criteria and guidelines for
implementing each of the enhanced services. Furthermore, he

should ensure that enhanced services fees are distributed to and
expended by branch libraries as required by Chapter 312, HRS.

The state librarian should ensure more effective planning for

current and future library material acquisition, selection, and
cataloging needs. Better planning should include more analy
sis of options, realistic timeframes, and fall-back alternatives.

Furthermore, the librarian should continue efforts to redeploy
library catalogers to assist with cataloging needs in order to

address the immediate backlog of library materials currently
unavailable to the public.

The Automation Advisory Group should identify current and

The state librarian reports that as the library system progress

es through its reorganization, position descriptions are being
rewritten to reflect job duties accurately and completely. The
reorganization plan presented to the Board of Education in
November 1995 has been tabled in favor of unit-by-unit and,

ultimately, individual by individual reorganizations.

The state librarian’s first official act was to restore selection
responsibility and authority to the local libraries.

The state librarian has identified staff training as a high
priority in the library’s 1999-2001 biennium operating

budget proposal.

By December 25, 1998, the state librarian will complete visits to
each of the 49 libraries and all of the library system’s depart

ments. All staff have had the opportunity to express their con
cerns and needs at the meetings. Approximately 50 staff mem
bers are involved in five different committees that are researching

and making recommendations for systernwide programs.

Criteria and guidelines have been established. The operating

budget’s loss of state funding resulted in zero dollars for library
material purchases. Thus, the enhanced services funds were
divided among the branches and departments to make up in a
very small way for the loss.

The state librarian has proposed development of a centralized
acquisitions and cataloging unit, consulted with affected staff
and the union, and is in the process of implementing it.

RECOMMENDATIONS

RECOMMENDATIONS
The Department of Business, Economic Development and

Tourism should develop a detailed procurement manual for
use by all operating units.

The department should:

a. Develop a contracting policies and procedures manual
for use by all project managers;

b. Ensure that all project managers are properly trained
in contracting policies and procedures; and

c. Audit project managers for compliance with depart
mental contracting policies and procedures.

ACTIONS REPORTED
with the legal barriers to discharge that many patients face.
Progress has been made in resolving guardianship issues, as
well as in scheduling judicial hearings for patients who
require court approval. The State has also moved forward
with training and education for members of the judiciary.
This training appears to have been successful in getting

judges to commit to the Director of Health as indicated in
the law, and not to the Hawaii State Hospital. This subtle
change gives the State more flexibility to discharge patients
into community programs without the approval of the courts.
On the admission side, positive efforts are being made to
reduce the hospital’s waiting list, especially those coming
from the Oahu Correctional Center. Regular meetings are
now being held with the Department of Public Safety to
review these cases and make recommendations for communi

ty alternatives where appropriate.”

The department says the hospital has made significant
progress in discharging patients who no longer need acute
inpatient psychiatric care.

ACTIONS REPORTED
The department reports that it takes its responsibility to man

age contracts very seriously and will continue to upgrade and
improve its performance.

The department’s documents, including directives, instruc
tions, memoranda, and forms, are being transcribed and syn
thesized into a formal procurement manual. The department

expects to complete the first draft by March 1999.

The department continually works with and trains program

project managers, especially those who are new and inexperi
enced, in proper contracting policies and procedures.

Due to staff shortages in the contracts office, it has not yet
conducted spot audits for this fiscal year.

ACTIONS REPORTED

Report Title: Procurement Audit of the Department of Business, Economic Development and Tourism
Report No.: 97-12

19

The state librarian terminated the Dynix contract in an
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RECOMMENDATIONS
sending purchase orders directly to the Departmen
Accounting and General Services.

The department should allow the hospital to have authority
over University of Hawaii contract negotiations.

The hospital should change its payroll process to ensure that
management reviews and approves payroll processes, and to
assume more of the responsibility for these functions.

The hospital should ensure that supervisors in the patient
work program properly complete payroll justification forms,
and that patients are properly supervised in their work.

The hospital should raise the price of employee meals to at
least equal the median price at other Department of Health
facilities, and consider eventually moving to full recovery of
costs. The hospital should restrict the number of take-out
meals per person.

The hospital should ensure that:

a. mechanics fill out gasoline logs properly, and supervi
sors investigate discrepancies between logged and
pumped amounts;

b. the credit account for gas purchases is used for emer
gency situations only; and

c. wards keep inventories of housekeeping and consum
able items, and are accountable for the items.

The hospital should continue efforts to work with other

agencies to coordinate forensic admissions and releases.

ACTIONS REPORTED
dling and reviewing process has been streamlined.

The department feels that negotiations should take place
among all parties involved. The department, division, univer
sity~ and hospital participated in the most recent negotiations.

The hospital’s payroll process has been strengthened to
require that management and the personnel office review pay
roll records. Any questions or concerns are referred to the
appropriate supervisor for resolution. Unresolved questions
are referred to the appropriate associate administrator who
makes a final decision.

An occupational therapy policy limits the hours per week and

total hours per job a patient can work. It requires the timely
submission of timesheets and work performance reports. It
also requires daily tracking of patient work performance and
monthly, bi-monthly, or weekly progress notes.

Employee meal prices were raised to meet the median price at
other Department of Health facilities and remain at $2.50 per
meal. Take-out meals are limited to one meal per meal ticket.

Gas pumps were locked and strict controls were put into
place. The garage supervisor pumps all gasoline and keeps a
log. Gas hours were established and are strictly enforced.

The gas purchases credit account has been limited to week
end emergency needs. This has been accepted and has been

successful.

Wards and housekeeping have very strict inventory controls in

place. Every used or dirty item that is returned is replaced.
Exceptions must be requested by the unit’s nurse manager
through the housekeeping supervisor. The business office main
tains oversight on inventory usage and replacement orders.

The department quotes Technical Assistance Collaborative,
Inc., a consulting firm assisting the hospital in compliance with
the Department of Justice Stipulation and Orders, as reporting

the following based on a October 1998 hospital visit:

“It appears that significant progress has been made in dealing

RECOMMEN DAT 10 NS
future management informa ion needs and address how t

needs can be met through the library’s automation system.

The state librarian should develop management controls to

assess whether vendors provide the contracted goods and ser
vices on a regular basis. Payment should be withheld for non

compliance with contracts.

The state librarian and the Board of Education should exam
ine the position of special assistant to the state librarian to
ensure that if the position is needed, the resources committed

to it are used as productively as possible.

The state librarian should develop better working relation
ships with staff of the libraries and reconsider personal deci
sions-such as inviting his wife to key meet -

negative perceptions.

The Board of Education should more closely review major
policy and management initiatives of the public library sys

tem by insisting on detailed plans, scrutinizing the plans, ask
ing appropriate questions, evaluating information presented,
and monitoring progress. The board should also more care
fully review proposed contracts before approval.

RECOMMENDATIONS
The Department of Education should, when giving new
responsibilities to the schools, identify the ability of the
schools to undertake those responsibilities, and provide the
necessary training, information, and support staff.

The department should formally establish the learning sup
port centers, staff the centers with the personnel needed to
support school improvement efforts, clarif~,’ the responsibili
ties of the centers, establish procedures for the complexes to

ACTIONS REPORTED

staff is designing functiona speci ication a will be includ

ed in an RFP leading to a newly procured automated system.

The
ations. She does not believe in vend
material purchases. In the newly designed technical services
unit, vendor perform
teria: discounts, fill time, accounting o
and shipping charges.

The state librarian and board report that t

the state librarian performs several critical and necessary func
tions in the library system. State libraries typically have at least
one
state librarian relies heavily on this position as s
reorganize and strengthen the library’s existing i

The state librarian states she has worked diligently to dev

good working relationships with library staff at all levels.

The board reports that the state librarian has shared all of h
reorganization proposals and plans with its Library

Committee. The board’s Ad Hoc Committee on Evaluation
has worked with the state librarian to formulate semi-annual
and annual assessment mechanisms to monitor her progress
inma

ACTIONS REPORTED
The department developed plans to establish and fully staff
complex learning support centers. However, those plans were
interrupted when the State’s budgetary crisis e
Legislature required the department to shift personnel from
state and district offices to the school level. In shifting per
sonnel to the school level, and considering the States contin
ued budgetary constraints, the department will not be able to
expand the level of support staff necessary to fully comply
with our recommendation.

The department has taken some steps to improve the learning
support services; however, budgetary constraints have severely
limited its efforts.

Report Title: Audit of the Decentralization Efforts of the Department of Education
Report No.: 98-4
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RECOMMENDATIONS
govern the centers, and provide the parameters within which

the complexes will determine the services to be provided.

The Board of Education should clarify the definition of con
sensus to prevent individuals and/or parties from derailing
school reform efforts via SCBM.

The board also should cease the establishment of categorical
funding programs.

The board and the department should exercise their oversight
responsibilities by periodically conducting formal reviews and
evaluations of the school based budget process.

The Legislature should cease the practice of establishing
categorical programs.

32 The Legislature should also require the department to provide

general funds to schools in one lumpsum.

The Legislature should consider amending Section 302A-

1123, HRS, to help shape a charter school system consistent
with the requirements of the Public Charter Schools Program

as enumerated in Title X, Part C of the Improving America’s
Schools Act. In particular, amendments should:

a. clarify the legal responsibility and liability of the
department and the student-centered school boards;

b. improve the funding provision by allowing for a for
mal process of budget negotiation and review, specify

ing criteria to determine which funds and functions
are to remain with the department, and identifying
how funding inequities created by the per pupil alloca

tion are to be addressed; and

clarify the duty of the department to provide

information and technical assistance to student
centered schools.

ACTIONS REPORTED

The Board of Education amended Board Policy #2402,
SCBM Waivers and SCBM Exceptions. The amended policy
no longer requires a consensus of the school community to
obtain an SCBM waiver or exception.

The board has not established any new categorical funding
programs, and has no plans to do so.

The board reports that its Select Committee on Budget and
Fiscal Accountability will evaluate the effectiveness of school-

based budgeting once the superintendent of education com
pletes the department’s comprehensive assessment of needs in
January 1999.

No categorical programs were established.

No legislation was enacted.

Act 308, SLH 1998 clarified the administrative responsi
ties of the department and the Board of Education with

respect to student-centered schools.

Act 308, SLH 1998 amended the funding provision and

assigned the State Auditor the responsibility of determining
the appropriate allocation based on the operational and edu

cational requirements of the schools.

RECOMMENDATIONS

RECOMMENDATIONS
The Department of Health should provide stronger guidance

to the Hawaii State Hospital in addressing its problems with
sick leave and overtime.

The hospital should:

a. require the proper completion of sick leave forms;

b. require units to keep daily attendance records; and

c. look into actions taken by other agencies to address
problems with sick leave abuse and excessive overtime.

The hospital should ensure that supervisors evaluate staff in a

timely manner, and that all staff in direct care units who fail to
meet competency requirements are placed on workplans, are
directly supervised, and are prevented from working overtime.

The hospital should implement formal policies and procedures

on personnel issues including sick leave, overtime, and discipline.

The hospital should continue its analysis of whether to

centralize purchasing and receiving of all supplies.

The department should look into ways to shorten the review

process for purchase orders, including bypassing the
Department of Health’s Administrative Services Office and

ACTIONS REPORTED

OCS also conducted on-site fiscal and program monitoring
of the society during the agreement period. OCS believes
that the society has improved its financial and management
information practices.

(Note: Act 121, SLH 1998 transferred responsibility for the
Indigent Legal Assistance Fund from OCS to the Judiciary.)

ACTIONS REPORTED
The department reports that sick and overtime issues are con
stantly under review and that sick leave abuse is completely

under control.

The hospital strictly enforces the completion of required forms.

In addition, the hospital’s personnel office places an employee on
unauthorized leave without pay until employee status is corn
municated to the office.

Hospital units and the personnel office maintain daily
attendance records.

The hospital met with the Department of Public Safety and
the Honolulu Police Department about excessive overtime
and sick leave abuse issues.

All overtime requests for clinical areas are filled through the
nursing office.

The Performance Appraisal System is well established.
Appraisals are up to date and competencies are firmly in place.

The hospital is following the department’s Personnel Office poli
cies and procedures manual and collective bargaining agreements.

The hospital has centralized the purchase and receipt of most

goods into either the central supply area or the warehouse area.

The hospital represents a significant portion of the behavioral

health allocation and will continue to receive oversight from
the Administrative Services Office. The purchase order han-

Report Title: Follow-Up Audit of the Hawaii State Hospital
Report No.: 97- I I

The hospital should consider centralizing scheduling of overtime.

No legislation was enacted.

continued on page I 8-



Actions Reported on Previous Recommendations
(Report Nos. 97-10 through 98-14)

RECOMMENDATIONS

The Legal Aid Society of Hawaii should develop a formal
monitoring and evaluation system to improve its ability to
manage and assess its diverse funding base. This should
include a methodology to assess the impact and desirability of
new funding sources and a system to monitor and evaluate
existing funding sources. At a minimum, the system should
include:

a. an assessment of how proposals help meet specific
goals and objectives;

b. the projected impact that the new proposal will have
on existing staff workload; and

c. how the funding will improve the society’s service
delivery.

The society should ensure that client satisfaction surveys are
conducted on a quarterly basis and should develop a formal
and comprehensive method of program evaluation that peri

odically evaluates the society’s operation as a whole.

If the society is selected as a recipient of the Indigent Legal
Assistance Fund, the Office of Community Services in the
Department of Labor and Industrial Relations should require
the society to submit a report by January 31, 1998 outlining
how it has improved its practices in the collection and use of
financial and management information.

ACTIONS REPORTED

The society reports that it has formed a funding committee,
whose purpose includes:

• maintaining information to assist staff in identif~ring
funding resources and requests.

• evaluating proposed funding, when the appropriateness

of that funding is unclear, with regard to the society’s
mission.

• determining appropriate budget and staffing needs
required for successful implementation of the proposed
project.

• evaluating the impact of new funding on staff workloads.

• evaluating the impact of new funding to determine how
that funding benefits the society’s client population and
contributes to the financial stability of the society.

The personnel clerk has been assigned the responsibility of
distributing and collecting quarterly client satisfaction surveys.

The society has a staff evaluation process that includes a for
mal and comprehensive method of evaluating the society’s
entire operation.

The Department of Labor and Industrial Relations reports
that in FYi 997-98 the Office of Community Services (OCS)
selected the society as a recipient of the Indigent Legal

Assistance Fund. The society submitted a report to OCS
outlining how it improved collection practices and the use of
financial and management information.

Report No.: 98-5

RECOMMENDATIONS
The Legislature should recommend that the Department of
Education use In$ite - The Finance Analysis Modelfor
Education TM to produce expenditure reports by location and
function.

The Board of Education should require the department to do
the following:

a. Use In$ite - The Finance Analysis Mode/for
Education TM;

b. Present In$ite expenditure reports to the board on a
regular basis; and

c. Make In$ite reports widely available to departmental
and school staff and members of the public.

The Legislature should amend Section 302A-1004(b), Hawaii
Revised Statutes, to:

a. Specifically require the Department of Education to
provide an expenditure report to the Legislature prior

to each legislative session, and

b. Require the aforementioned report to include a break
down of expenditures by location and function.

a. Begin the master planning process for the next itera

The board reports that the department’s Office of
Information and Telecommunication Services is implement
ing In$ite. The board has also purchased new computer

equipment to accommodate In$ite’s technical requirements.

The board will use In$ite internally, thus making it unneces
sary to require the department to present such expenditure
reports.

Upon the board’s approval, In$ite reports will be posted on
the board’s web page and be accessible to all of the depart

ment’s personnel and the public.

No legislation was enacted.

ACTIONS REPORTED
The university reports that it began a complete overhaul and

update o
Group 70 International was retained to guide the effort and
provide professional advice. The university’s goal is to have

its Board of Regents approve the updated plan by the end of
the 1999 calendar year.

his section is basedprimarily on our review ofactivity in the 1998 legislative session and

state agencies’ responses to our November 1998 requestfor information concerning actions

they have taken on our recommendations,

For selected reports, we also revisit the agencies to follow up on actions taken. In these

cases, we subsequently issue detailedfollow-up reports that provide additional verified informa

tion to supplement the information provided below.

Report Title: Management Audit of the Legal Aid Society of Hawaii
Report No.: 97-10

Report Title: Fiscal Accountability Audit of the Department of Education: The Public and the Schools Need to

Know the True Costs of Education

ACTIONS REPORTED
No

Report Title: Audit of the Management of Mauna Kea and the Mauna Kea Science Reserve
Report No.: 98-6

continued on poge 17-

RECOMMENDATIONS
The University of Hawaii should ensure that the Institute for
Astronomy carries out the following responsibilities in a timely

manner:

continued on poge 34—
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RECOMMENDATIONS
tion immediately. In doing so, the Institute or
Astronomy should specifically:

I include the Department of Land and Natural
Resources in the early planning process;

2) solicit public input early in the process;

3) develop milestones, specific timeframes to com
plete and implement the plan, and other controls

to ensure that the plan is implemented; and

4) ensure that the plan addresses cultural and
historic issues.

b. Ensure that the new master plan and environmental
impact statement specifically identify on maps:

1 areas suitable for types of astronomical
developments;

2) critical habitats of plants, invertebrates, and

other rare or endangered species; and

3) areas where no development should be planned
(no-build zones

ACTIONS REPORTED

Representatives of the university administration, the Institute for
Astronomy, and Group 0 International met with the Department
of Land and Natural Resources to discuss land access, enforcement
jurisdiction, and preservation of historical sites.

To obtain broad-based public input, the university established
the Mauna Kea Advisory Committee comprised of 24 knowl
edgeable individuals who represent a diverse cross-section of

views regarding the future of Mauna Kea. The committee is
charged with advising the university on all aspects of its
Master Plan update.

The advisory committee was formed in May 1998 and is

anticipated to complete work in six to nine months, but may
continue as long as necessary.

Cultural and historical issues are being extensively addressed.
Archival-historical research will be conducted and an oral his

tory study will seek to identify culturally significant sites and
native practices associated with Mauna Kea and formulate
recommendations to protect its cultural resources.

To protect Mauna Kea’s historic sites, the updated Master
Plan will include a Historic Preservation Management Plan.

State Historic Preservation Division experts have completed
their fieldwork and are completing a detailed description and

evaluation of the 94 sites located within the preserve.

Group 70 International is using a computer-based
Geographic Information System (GIS) database as the foun
dation for the physical planning. The GIS database will help

to identify telescope sites that offer good astronomical charac
teristics and minimize the impact on other mountain
resources.

The arthropod (invertebrate animal) habitat data will be
obtained from an extensive study, which is currently under

way by the Bishop Museum.

regulation is warranted, House Bill No. 3123, which pro

poses regulation of certified professional midwives, raises
concerns that must be addressed before any regulation is
enacted. These concerns include fragmented regulation
and a lack of agreement about qualifications and practice
standards for lay midwifery. We also found that if regula

tion of lay midwives does occur, either the Department of
Commerce and Consumer Affairs or the Department of
Health could administer the regulatory program.

Analysis of a Proposal to Modify the Regulation of
Physician Assistants, Report No. 98-19

We analyzed the probable impact of modifying the regu
latory language of a physician assistant from certified to

licensed. Physician assistants are, in effect, already
licensed by the State. Since the Department of
Commerce and Consumer Affairs and the Board of
Medical Examiners currently treat physician assistants a
being licensed, a change in terminology will have mini

mal fiscal and operational impact. Changing to the term
“licensure” will allow physician assistants to prescribe and
dispense controlled substances. Changing the regulatory
nomenclature will have little or no effect on the public’s
health, safety, or welfare. Currently implemented safe

guards are sufficient to ensure consumer protection.

FOLLOW-UP AUDITS

Follow-Up Audit of the After-School Plus (A+)
Program of the Department of Education,
Report No. 98-18

The Department of Education’s A÷ Program provides
after-school services to public school latchkey students

in kindergarten through grade six. In this follow-up
audit, we found the department has made improve
ments in the management controls of the A÷ Program

but continues to experience difficulties in limiting the
program to eligible students, efficiently staffing the pro
gram, and enforcing fiscal controls. Staffing problems

continue to plague the department and result in higher
student to staff ratios, the employment of unqualified
staff, and the appearance of nepotism. Although the

department established additional controls to ensure
proper program collections and reimbursements, staff

ignore these controls. The department’s failure to estab
lish clear lines of authority in the program and the lack

of disciplinary procedures have contributed to the
department’s inability to hold staff accountable for non
compliance with established policies.

•:•

Follow-Up to the Study of Revenue Entitlements to the
Department of Hawaiian Home Lands,
No. 99-13

Hawaii’s State Constitution entitles the Department of
Hawaiian Home Lands DHHL to 30 percent of
receipts derived from the leasing of sugarcane lands
and/or from water leases. Although some progress has

been made since our last study, the Department of Land
and Natural Resources and the Department of
Hawaiian Home Lands still fail to give adequate atten
tion to the revenue entitlements for sugarcane lands and
water licenses. The land department lacks a compre
hensive inventory of sugarcane lands and water licenses

and related leases, permits, and licenses, and does not

provide sufficient information on entitlements to the

DHHL. The DHHL also lacks complete information
on sugarcane leases and water licenses. Both depart
ments have failed to sufficiently plan for the future use

of sugarcane lands.

continued on page 35—



signed, thus the health fund may have difficulty enforc
ing certain provisions of the agreements. Finally, the
health fund has not been able to implement a long-term
care insurance benefit plan, as required by law, nor has it

been able to return excess premiums to employees.

Financial Audit of the University of Hawaii at Manoa
Summer Session Program, Report No. 99-18

This audit was conducted with the certified public

accounting firm of Nishihama & Kishida, CPAs, Inc.
Three deficiencies were found in the Summer Session’s
financial accounting and internal control practices.
One was serious enough that Nishihama & Kishida was
unable to audit and express an opinion on the Summer
Session’s financial statements. Two pro rata assessments
on the Summer Session Special Fund apparently violat

ed state law. Financial statements provided by the
Summer Session as of June 30, 1998 were incorrectly

reported, consequently those statements could not be
audited. The Summer Session ceased to exist as a
reporting entity on May 31, 1998. The reporting peri
od for the Summer Session’s financial statements should
have ended on May 31. Finally, the Summer Session
Special fund was improperly used for the renovation of
the university’s Krauss Hall Complex.

MANDATED HEALTH INSURANCE
ANALYSES

Study of Proposed Mandatory Health Insurance Coverage
for Early Intervention Services, Report No. 99-7

Senate Bill No. 2948 of the 1998 legislative session would
require commercial insurers and mutual benefit societies
that provide family or dependent coverage to also provide
for medically necessary early intervention services as part
of a basic benefits package. The demand for early inter
vention services coverage comes primarily from the
Department of Health, advocacy groups, and provider
agencies. We could not determine whether the proposed
coverage would affect the cost of early intervention ser

vices. Insurers cannot clearly estimate the potential direct
and indirect costs of mandating services. Insurers raised
concerns about mandated coverage for services that are
social in nature and the State’s objective in seeking new
funding sources for services the State is obligated to fund.

Study of Proposed Mandatory Health Insurance Coverage
for Medical Foods in the Treatment of Inherited
Metabolic Diseases, Report No. 99-4

Senate Bill No. 2408 of the 1998 legislative session would
require private insurers, mutual benefit societies, and
health maintenance organizations to provide 80 percent of

the cost of medical foods necessary for treating inherited
metabolic diseases. Very few individuals in Hawaii are
identified by the Department of Health as in need of
medical foods for the treatment of inherited metabolic
diseases. Demand for medical foods treatment and insur
ance coverage comes from those few individuals and their
families and from health professionals and provider orga
nizations. Employer organizations and insurers oppose

coverage, even though the financial impact of coverage is
expected to be minimal. Legislation would not affect
individuals receiving coverage under public health plans
such as Medicaid and QUEST

Status Report on the Study of Proposed Mandatory Health
Insurance Coverage for Post-Mastectomy Breast
Reconstructive Surgery, Report No. 99-2

House Bill No. 620 of the 1997 legislative session would

mandate insurance coverage for post-mastectomy breast
reconstructive surgery in Hawaii employer group health
policies. Health insurers would be required to provide
coverage for hospital expenses, medical expenses, and

health care services for all stages of breast reconstruction
following any mastectomy which has been performed to
treat a disease, illness, or injury. However, The 1998
federal Omnibus Appropriations Act included a cancer
rights title mandating health insurers who provide med
ical and surgical benefits for mastectomies to provide
such coverage. Most of the organizations previously
identified as interested in the proposed mandate agreed

that the additional state mandate did nor appear neces
sary; and it is too soon to assess the impact of the new
federal mandate.

SUNRISE ANALYSES

Sunrise Analysis of a Proposal to Regulate Certified
Professional Midwives, Report No. 99-14

We found that because of the harm that incompetent
practice can cause, the regulation of certified professional

midwives and other lay midwives is warranted. Although

RECOMMENDATIONS
c. Establish controls, including, but not limited to:

1) development and implementation of rules and
regulations for development and public access in
the summit and Hale Pohaku area;

2) hiring of ranger/guides to staff the Hale Pohaku
Visitor Information Station on a daily basis;

3 at a minimum, registering of public visitors to
receive education and safety information; and

4) periodic inspections and documenting of inspec
tions to control trash.

d. Remove remnants of old equipment or seek Board of
Land and Natural Resources’ approval to abandon
remains.

Develop a forum for continuous community input.

As part of the new master plan, the Institute for Astronomy
should develop a new method of measuring the impact of
future development on Mauna Kea and present this method to
the Board of Land and Natural Resources for approval. The
new method should assess the impact of each project, as well as

the impact of total development. The university should use
this methodology to state a specific carrying capacity. It should
also address facilities other than telescopes and areas no
sarily in the Science Reserve. The method used should include
methodology that distinguishes and gauges the impact on land
area, biota/fauna, and sites of historic/cultural significance.

The Department of Land and Natural Resources should:

a. Review and rewrite applicable Environmental Impact
Statement mitigating measures as specific

Conservation District Use Permit conditions. These
measures should be enforceable.

ACTIONS REPORTED

Public access and control are key areas in which the university

is looking to the committee for advice and guidance.

Making the station a seven-day-per-week operation is the
department’s top priority. Currently, the stati
ing the day on Friday through Tuesday and has two full-time

employees present on Saturday and Sunday.

At the station visitors le . —

mentally friendly visit to Ma .

Mauna Kea’s geological and biological features and the astrono
my complex located at its summit. Guided tours of the sum
mit are available every Saturday and Sunday afternoon.

The Mauna Kea Observatories Support Services monitors the
trash situation weekly and resolves problems as they develop.
This includes reminders to construction projects to control loose
items at their sites and periodic campaigns to retrieve trash.

The weather tower on the northwest plateau and the concrete
guy-wire anchors on p
recommendation have been removed.

The university will look to the advisory committee for advice
on this issue.

The updated Master Plan will take into acco

ual and cumulative impact of current and projected activi
on Mauna Kea. The previous emphasis on usin
count as a way of gauging the scope of developm
as
fy specifi .

The Department of Land and Natural Resource
including such measures as permit conditions will improve
the department’s ability to monitor and enforce the condi
tions of Conservation District Use Permits (CDUP) and
ensure that the measures are better followed.
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c. Establish contro s to ensure that future a minis ra ive
requirements are met in a timely manner. This would

include, but not be limited to:

1) Permit conditions requiring that subleases be
approved before beginning construction.

2) Specific internal deadlines to ensure that leases
and land withdrawals are handled before and not

after the fact.

d. Clarif~’ and ensure that the responsibility for monitor
ing violations and enforcing rules not related to the
Department of Land and Natural Resources rests with
the university.

e. Complete the Historic Preservation plan and ensure
in~plementation.

F. Adopt rules for Chapter 6E, Historic Preservation
Program.

ACTIONS REPORTED
The department will include conditions on new CDUPs that
require the implementation of management plan elements
with specific time frames. Approval of new revisions to the

Revised Management Plan for University Management Areas
and or the Mauna Kea Science Reserve Complex
Development Plan should include conditions and time
frames for compliance with specific plan elements that
require implementation.

The department’s Land Division will work with the Institute
for Astronomy to ensure that future subleases for telescopes
and telescope support facilities are approved before construc
tion is allowed to begin.

The division is addressing operational issues to better ensure
that leases and land withdrawals are handled in a timely man
ner. The division has begun a computerization project aimed

at improving the ability to track the progress of lease issuance
and to report on items not being handled in a timely manner.

The department and the Institute for Astronomy are current

ly discussing administrative arrangements to ensure that land
use regulations are enforced and applicable laws on Mauna
Kea are clearly defined and understood.

The Historic Preservation Plan is still being prepared with the

department’s Historic Preservation Division providing staff
expertise and time and the Institute for Astronomy providing
financial support.

Significant progress has been made on Historic Preservation
Division administrative rules. In November 1998, draft

administrative rules were submitted to the governor for autho
rization to take the rules to public hearing.

(Note: House Concurrent Resolution No. 177, H.D. 1, S.D. 1
of the 1998 session requested that the University of Hawaii and

the Department of Accounting and Land and Natural Resources

adopt the recommendations of the State Auditor’s report.

defined. The executive director needs to establish cer
tain basic management tools to direct the foundation’s
operations. The foundation’s more than 4,900 relocat
able works of art should be more accessible and placed
in public and private facilities. Section 103-8.5, HRS,
which requires state agencies to transfer 1 percent of all

state fund appropriations designated for construction or
renovations of state buildings to the Works of Art
Special Fund needs to be revisited.

•:•

Allocation to Student-Centered Schools Project
Report No. 98-17

The 1998 Legislature required the State Auditor to
determine the funding allocations for student-centered
schools in the state for FY1998-99 as well as for subse
quent fiscal years. We presented allocations for

FY1998-99 to two student-centered schools, Waialae
Elementary School and Lanikai Elementary School. We
calculated “core” or basic allocations pius allocations for
services that the school provides based on negotiations
with the Department of Education. In addition, we

added a “small school adjustment” to Lanikai’s core
allocation to enable it to pay its relatively higher per-
pupil non instructional fixed costs due to its small size.

Audit of Student Transportation Services
Report No. 99-1

The student transportation program provides subsidized
school bus transportation services for eligible students
traveling to and from public schools in grades kinder

garten through 12th. The program also transports spe
cial education students during the school day. The

Department of Accounting and General Services need
to improve the program. The methodology used to
develop the base fare rate is questionable. Internal con

trols are inadequate to assure that students are trans
ported effectively and at least cost. The department

uses a “50 percent” special provision that prevents true
competition and violates the spirit and intent of the
Hawaii Public Procurement Code. The Department of

Education needs to correct ineffIciencies. Although the
pre-paid bus pass program looks promising, it needs
improvement. Planning and coordination for student

transportation also can be improved and eligibility
determination procedures are inefficient.

FINANCIAL AUDITS

Financial Audit of the Airports Division of the
Department of Transportation, Report No. 99-8

This audit was conducted with the certified public
accounting firm of KPMG Peat Marwick LLP. In the
firm’s opinion, except for the effects of adjustments (if
any) resulting from the Year 2000 issues, the financial
statements of the division present fairly the financial
position and the results of its operations for the fiscal
year ended June 30, 1998. However, we found signifi
cant deficiencies in the Airport Division’s procurement
process, including the failure to ensure competition in

the contractor selection process of a new multi million
dollar Airports Management Informat’
Ineffective controls over lease renewa
and untimely actions on delinquent accounts have
resulted in improper billings and potentially uncol—
lectible lease rents of more than $180,000. The divi

sion’s inability to monitor and co
receivables of appro .

because cash receipts are not applied to specific invoices.
Controls over millions of dollars of cash receipts are
inadequate.

Financial Audit of the Hawaii Public Employees
Health Fund, Report No. 99-18

This audit was conducted with the certified public

accounting firm of Deloitte & Touche LLP We found
that the health fund’s financial statements are not being
prepared in accordance with state law and generally

accepted accounting principles. Not doing so results in

an inaccurate reporting of the health fund’s assets, liabili
ties, revenues, and expenses. Had the Health Fund fol
lowed the proper accounting standards, it would have

recorded revenues of approximately $294 million and

expenses of approximately $203 million for the year
ended June 30, 1998. A lack of clarity regarding the
definition and measurement of rate stabilization reserves

has resulted in substantial excess reserves. State law
requires that amounts in excess of rate stabilization
reserves be returned to the State and counties. Interest

income earned on the reserves and held by insurance car
riers is not being monitored, thus the fund cannot deter

mine whether the insurance carriers are reporting the
proper amounts of interest. Agreements with insurance
carriers to provide health care benefits have not been

RECOMME N DAT 10 N S
b. Include conditions that require implementation of

management plans. Projected implementation time
frames should be included.
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ous. The departments procedures and controls over
food inventory are inadequate. The department also
lacks adequate control over food costs.

Audit of the Hawaii Health Systems Corporation
Report No. 99-9

The corporation was established by the Legislature in

1996 to manage the State’s system of community hospi
tals, a total of 13 acute care, long-term care, and rural
facilities. The corporation’s ability to establish a viable
hospital system is hampered by a combination of restric
tive personnel rules, an inadequate financial system, and
deficient planning and implementation. The corpora
tion’s Board of Directors failed to assert adequate lead
ership to ensure an effective transition from a state hos

pital system to a corporate structure. The procurement
system lacked adequate management controls, policies
and procedures were unclear and contract management
was inadequate. Finally, the corporation lacked strategic
implementation system plans and had not adequately
addressed the Year 2000 problem.

Study of the Fiscal Impact of Providing Certain Benefits to
Reciprocal Beneficiaries, Report No. 99-17

The fiscal impact of Act 383, SLH 1997--the reciprocal
beneficiaries law--appears to have been minimal in the
four areas that the Legislature asked us to study (work
ers’ compensation, the Hawaii Public Employees Health
Fund, the Employees’ Retirement System, and prepaid
health care). The minimal impact of the law can be
attributed to two major factors: the small number of
individuals who have entered into a reciprocal beneficia
ry relationship and the limits of the law itself. The law’s
fiscal impact could change if more people became recip
rocal beneficiaries or if the law is amended to require

broader coverage. We note that Section 2 of Act 383
will be repealed on June 30, 1999, unless the require
ment is extended through legislation.

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

Of the 78 funds we reviewed this year, 21 were revolv
ing funds, 11 were trust funds, and 46 were trust

accounts. Our review is based on various criteria devel
oped by the Legislature and our office. These funds
must continue to serve the purpose for which they were
created and not require continuing general fund appro
priations. In addition, a revolving fund must reflect a
clear link between the benefits sought and charges made
on the users, and also be an appropriate financing
mechanism for the program or operation. A trust fund
must also meet the statutory definition of a trust fund.
For each fund or account, we present a five-year finan

cial summary, the purpose of the fund, 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.

Management Audit of Hawaii’s School-to-Work
Opportunities System, Report No. 98-21

Hawaii participates in the federal school-to-work initia
tive under the 1994 School-to-Work Opportunities Act.
Hawaii’s initiative is headed by the Hawaii School-to-

Work Opportunities Executive Council. We found that
Hawaii’s school-to-work opportunities system lacked a
clear mission, goals, and outcome measures, and was
nowhere near statewide implementation, nor was it

close to being a system. Additionally, controls over
school-to-work expenditures were weak. Some school-
to-work funds were spent on items that did not directly
relate to the development of a statewide system. Also,
the implementation of safety inspection requirements
was poor.

Audit of the State Foundation on Culture and the
Arts, Report No. 99-3

The State Foundation on Culture and the Arts needs to
focus on ensuring that its programs address its mission
and meet their objectives. Programs have not been
reviewed and their purposes have not been clearly

RECOMMEDATIONS
The Legislature should amend Sections 312-3.6(d) and 312-
22(d), HRS, to require that the state librarian’s annual reports to
the Legislature include actual accounting of the Libraries Special
Fund and the Library Fee for Enhanced Services Special Fund.
This should include receipt sources by individual libraries and

expenditure of these receipts by individual libraries.

Prior to authorizing the transfer of library special funds into
the State’s general fund, the governor should require the state
librarian to document that any transfer from a library special
fund into the State’s general fund is in excess of the fiscal year
requirements as specified in Section 37-53, HRS.

The library system should minimize the risk of theft and loss
of library materials by:

a. Limiting the number of materials a patron may bor
row and have outstanding at any given time; and

b. Requiring patrons to submit a picture identification
when borrowing library materials.

The library system should modify the Dynix system to identi

fy and accrue patrons’ fines and fees on a daily basis. This
information should be used to deny the borrowing privileges
of patrons who have fines or fees amounting to $10 or more,
as required by administrative rule.

ACTIONS REPORTED
No legislation was enacted.

The governor reports that the state librarian is already require
to document transfers from the library special funds to the
State’s general fund through a formal written request
addressed to the director of finance. This policy is stated in
Executive Memorandum No. 98-04, FY1999 Budget

Execution Policies and Instructions.

The state librarian reports that public libraries in the United

States do not limit the number of items borrowed by patrons.
Only compact discs are limited to five per patron. Books and
videos are unlimited due to the varying needs of all patrons.
Book borrowing limits were vigorously opposed at previous
administrative rules hearings. The library system believes that
rules should allow and encourage the public to read or bor

row as many books as they desire.

Only a library card is required to borrow library materials. A
picture identification would present tremendous problems for
patrons who may not have picture identifications.

The Dynix contract has been terminated, thus time-consum
ing and costly modifications to the profile would be ineffi
cient at this time. The new automated system will provide
the opportunity to reassess all these controls. The state librar
ian and her staff generally do not support the $10 threshold.

The system denies a patron’s borrowing privileges if the account
balance is $10 or more. Accounts that are $10 or more and
more than 90 days delinquent are referred to a collection agency.

Report Title: Study of Proposed Mandatory Health Insurance Coverage or Contraceptive Services
Report No.: 98-7

RECOMMENDATIONS ACTIONS REPORTED
No recommendations.

Report Title: Financial Audit of the Public Library System
Report No.: 98-8
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Cash should be deposited on a timely basis in accordance
with established policies. We also recommend that the
library system consider the feasibility of night deposit drops.

The library system should properly safeguard its cash by keep
ing the safe locked during business hours and allowing for
access only by authorized personnel. A cash box with not more
than $50 should be used for change in lieu of an open safe.

The library system should require libraries to reconcile the
cash register tape to the daily circulation report.

The Pearl City Public Library should consider performing close

out procedures on the morning following the day of transac
tions, consistent with the practice of other libraries we visited.

All libraries should prepare the daily cash summary form on a
daily basis and retain a copy as required by the interim guide

lines. In addition, cash overages or shortages should be inves
tigated in a timely manner.

The library system should segregate the authorization of
transactions, custody of assets, and recordkeeping functions,

or implement review procedures when segregation of duties is

not feasible. Specifically, the library system should consider
using standardized forms to authorize the waiving of fines
and fees and implementing supervisory review of forms to

ensure propriety of cash receipts.

The library system should prepare an aging report and an

exception report of outstanding fines and fees to improve its
ability to monitor receivable balances.

The library system should monitor all accounts which have
been transferred to its collection agency.

ACTIONS REPORTED
The library generally bar-codes and creates bibliographic
access to all library materials. Some materials get a generic
bar code so the library can measure circulation. All books,
compact disks, videos, and some magazines are bar-coded.
Fewer than half of the libraries circulate magazines. The
library believes that incurring staff time and costs to bar-code

a small number of magazines would not be practical.

All libraries have been instructed to deposit cash on a timely
basis in accordance with the library’s policies and procedures.
The library system is conducting internal audits to assist in
maintaining fiscally prudent practices.

All safes should be locked during business hours. A cash box
with less than $50 is used for change.

The library system requires all libraries to submit reconciled cash
register tapes with cash deposits and daily circulation reports
with any needed explanations. The library system is developing

an automation RFP which would address this recommendation.

Pearl City Public Library is performing close-out procedures

on the morning following the day of transactions.

All libraries have been instructed to prepare cash summary forms
daily and all cash overages or shortages are reviewed bi-weekly.

The library system will look into these areas and try to devel

op a standard form to authorize waivers for fines and fees.

The library system is developing an RFP for an automation
contract which would address this recommendation.

The library system monitors and reviews all accounts trans
ferred to the collection agency using the agency’s monthly
reports and reports the accounts to the Board of Education.

meets or will meet contract and government require
ments. However, there are defects and problems that
the authority has been identifying and is working with
the design/build contractor to resolve. Some of these
problems are potentially costly and the authority must
continue to exercise diligence to protect the interests of
the State and the public. In addition, confusion over
noise standards for events on the rooftop terrace hinders
the identification and resolution of a possible flaw in
the rooftop design.

•:•

Audit of the Convention Center Authority: Final
Report, Report No. 99-10

This second of two reports examines the function and
role of the Convention Center Authority, the need for

state oversight of the convention center, how the con
vention center is marketed and promoted, contracting

issues, and the authority’s efforts to resolve issues affect
ing neighborhood residents. The most pressing issue for
the convention center is to formulate a specific purpose
for the facility. A clear purpose is critical in determin

ing its operating policies, strategies for attracting
groups, and mechanisms to ensure that goals are
achieved and state interests are protected. We also note
that state control over the operations and performance

of the convention center is necessary.. The authority
has generally met its oversight responsibilities. Finally,
the authority had a difficult relationship with some
neighborhood residents.

•:•

Fiscal Accountability of the Department of
Education: Tracking Responsibility for Utility Costs,
Report No. 99-16

This is the fifth annual fiscal accountability report of
the Department of Education. We found that the
department has shifted the responsibility for paying

electricity and telephone costs to the schools, but has
not adequately formulated objectives for this initiative.
Consequently a potential benefit was negated, school

accountability has been compromised, and energy con
servation efforts are unclear. In addition, schools report
that administrative support has not been provided for

the additional workload of paying telephone and elec
tricity costs. We found that the department’s expendi

ture reports do not provide complete and accurate utili

ties expenditures by location. Consequently, a clear pic
ture of the department’s actual utility costs cannot be
gleaned from these reports. Finally, in FY1996-97 and

FY1997-98, some schools did not receive sufficient allo
cations to cover their electricity costs.

•:•

Assessment of the State’s Efforts Related to the
Felix Consent Decree, Report No. 98-20

The Felix consent decree is the outcome of a 1993 law
suit in U.S. District Court that alleged that “qualified
handicapped children” were not receiving the mental
health services necessary to enable them to benefit from
their education. We found that the State failed several

times to ensure that requirements of the Felix
decree were clear and as a consequence compliance has
become a moving target. A primary problem is the

State’s failure to develop a working definition of the
Felix class. Thi .

identifying which childre

whether children receiving Felix services are actually eli
gible for those services. The State also does not clearly
identify funding related to the consent decree. Finally,

the lack of effective leader
State’s continued failure to sa
terms of the decree.

•:~

Procurement Audit of Food Purchases and Related
Inventory Controls of the Department of Public Safety
and the Department of Education, Report No. 99-1.5

We found that the Department of Public Safety lacks
clear written procedures and adequate guidance for the
purchase of food. Consequently, correctional facilities

violated the Hawaii Public Procurement Code’s small
purchase and competitive sealed bidding provisions in
purchasing non-bid food items. Procedures for pur

chasing produce are inconsistent and the department’s
practice of purchasing meat from its Correctional

Industries Prog

to establish internal co
found that the Department of Education lacks funda
mental internal controls over food purchasing.
Segregation of d

monitoring food purchases at school

es with purchase requisitions is not always performed,
and the department’s disbursement policies are ambigu

RECOMMENDATIONS
The library should bar-code all circulating materials including
magazines in order to properly account for all items in the
library’s collection.
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Summary ofReports -1998 Work Program

PERFORMANCE AUDITS AND
SPECIAL STUDIES

Study on the Privatization of the Child and
Adolescent Mental Health Program,
Report No. 99-12

The Child and Adolescent Mental Health Division of
the Department of Health is responsible for providing
and coordinating the effective and efficient delivery of
mental health services to children and youth up to age

17. We found that the division needs to manage priva
tized services more effectively. The division is imple

menting a new “system of care” but does not yet pro
vide quality assurance and regularly assess the system’s

programs and services for effectiveness. In addition, its
inability to manage contracts with private providers is
an ongoing problem. Also, the division has been remiss
in managing three demonstration projects, raising

doubts about its ability to provide services effectively
and efficiently through privatization. Finally, the divi
sion has been unable to analyze and control the cost of
private provider contract services.

Study of Privatizing Adult Mental Health Program
Services, Report No. 99-I 1

The Department of Health’s Adult Mental Health
Division is responsible for administering a comprehen
sive mental health system to care for and improve the
mental health of individuals 18 years and older. The
Legislature requested this study to examine the extent to

which direct services currently provided in the adult
mental health program could be assumed by private
providers. Our assessment of whether privatization of
current services could be successful was inconclusive
because the information and data necessary to perform
proper analyses were lacking. Controls over the record
ing and tracking of staff time were insufficient and there
were inadequacies in the division’s computer system.
Contract monitoring was inconsistent, performance
measures for evaluating contractors were inadequate,

and contractual requirements were not enforced. The
division’s lack of proper operational plans contributed
to a poorly integrated mental health system and the
ineffective use of private providers.

Audit of the Program of All-Inclusive Care for the
Elderly (PACE) Hawaii, Report No. 98-15

The State’s Program of All-Inclusive Care for the
Elderly (PACE Hawaii) is a community-based, managed
care system that uses a proactive, interdisciplinary team

approach to provide long term health and social services
to the elderly. We found that despite six years of effort,
PACE Hawaii has yet to implement the full-fledged
PACE model. PACE Hawaii’s management controls are
insufficient and cannot demonstrate that a state spon
sored PACE replication program is viable. Further, it is
failing to adequately identify and assess the impact of
the program on the State and cannot prove the sound
ness of critical elements of the program. Medicaid pay

ment rates could not be verified nor could a break even
point be demonstrated prior to 1997.

Audit of the Child Protective Services System,
Report No. 99-5

We found that the Department of Human Services had
not ensured that all child abuse and neglect reports are
investigated when appropriate and staff had failed to
follow established procedures to assess the risk of harm.
The department’s communication within its Child

Welfare Services Branch and with county police and the
Family Court was ineffective. We also found that DHS
and Family Court emphasis on family reunification
exceeded federal requirements, thereby increasing foster
care costs. DHS’ weak management of its contracts
with private organizations did not assure that services

paid for are received and effective. While DHS and the
Family Court had made significant progress to increase
federal reimbursements for foster care, improvements in
eligibility determination were needed.

Audit Report of the Convention Center Authority:
First Report - Design and Construction of the
Convention Center, Report No. 98-16

The Convention Center Authority (authority) is
charged by the Legislature with the responsibility of
overseeing the development, management, operations,

and maintenance of the $350 million Hawai’i
Convention Center. Thus far, the authority has general

ly assured that the newly constructed convention center

RECOMMENDATIONS
The library system should consider requiring patrons under
the age of 18 to show evidence of their birth date when apply
ing for a library card. The library system should also consider
the feasibility of re-programming the Dynix system so that the
patron category is automatically updated at age 18.

All future contracts should include provisions requiring that
payments made by the library system correlate directly to the
performance of the contracted tasks by the vendor or supplier.

RECOMMENDATIONS
The Highways Division’s management should determine the
causes of the fiscal staff’s failure to properly maintain the divi
sion’s accounting records and to prepare financial statements
on a timely basis. The division should take the steps necessary
to correct this problem.

The fiscal staff should revise the types and numbers of financial
reports being generated in order to be more relevant and useful
to management personnel. The staff should ensure the accura
cy of their reports and render them on a more timely basis.

The Highways Division should implement procedures to moni
tor its projects more effectively. More relevant information
should be provided to the project engineers on a more timely
basis. Possibly consolidating responsibilities among division
personnel should be considered.

ACTIONS REPORTED
Under new administrative rules scheduled to take effect

February 1999, any patron under the age of 18 applying for a
new card is required to have a parent present with p
identification and consent.

The library system is working directly with the

Procurement Office towards performance-based con
on all future contracts.

ACTIONS REPORTED
The department reports that its inability to properly maintain
the Highways Division accounting records, complete the
year-end closing process, a
ments is largely due to the existing Highways Ac -

System, which is 17 years old, cumbersome, and no longer
meets the division’s needs.

The division is in the process of implementing a new
Performance Accounting System whose target completion
date is July 1, 1999. The system has been developed to
specifically meet the division’s needs and the concerns previ

ously addressed by our office.

When it implements the system, the division wil
streamline the amount of reports generated and p
relevant and necessary reports. The system will also ha
hoc features to provide users with on-line inquiry capabilities.

The division distributes to all branches and districts:

• A monthly Status of Charge Codes Report which
identifies funds allocated, expended, and encumbered,

as well as available balances.

• A monthly Department of Transportation, Highways
Division Status Report which lists all current
Highways Division Projects.

The division has also designed the system to be interactive,
allowing project engineers access to current financial informa
tion. The system will also provide more timely Status of
Charge Codes Report information.

Report Title: Financial Audit of the Highways Division of the Department of Transportation
Report No.: 98-9
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RECOMMENDATIONS

The Highways Division should ensure that all district offices
complete their annual inventory of fixed assets within the time
period required. Division managers should help establish

work priorities for any district office that has difficulty com
plying with this requirement.

The Highways Division should improve its cash management
activities by preparing analyses to determine the availability
and need for cash by month and investing excess cash for
those periods in relation to the availability and need for cash.

The Legislature, governor, Department of Transportation,
and Highways Division should consider the negative long-
term impact that the transfer from the State Highway Fund

to the general fund may cause. It would be more cost effec
tive to use the Highways Division’s operating funds for its

_________ operating and capital improvement purposes than it would be
to issue revenue bonds.

The director should ensure compliance with the provisions of
the Hawaii Public Procurement Code.

ACTIONS REPORTED
To provide quality assurance and ensure that proper docu
mentation is maintained, the division is also proposing to
establish a unit to conduct internal audits of projects.

In April 1998, the Oahu district offices completed an annual
inventory of fixed assets and will continue to meet future
inventory and fixed asset requirements.

The division conducted a formal analysis of its cash manage
ment activities. In addition, the Department of Budget and
Finance is implementing an investment pool system in which
the divisions will participate.

The governor reports that short-term and long-term scenarios
of the impact resulted in an estimated future gas tax increase,
however, the immediate need to balance the anticipated gen
eral fund deficit took precedence. Through the passage of

Act 270, SLH 1997 and restrictions on special maintenance
expenditures, excess funds became available to transfer to the
general fund.

The governor believes it is more fiscally sound to issue revenue

bonds instead of using operating funds for operating and capi

tal improvement projects because future revenues can be used
to pay off the debt service over the life of the infrastructure.

The department reports that the transfer from the State
Highway Fund to the general fund was mandated by Act 270

SLH 1997, therefore, the transfer was beyond the division’s
control. As a result, various highway projects have been
deferred and will require a sooner than expected increase in

the state fuel tax. The division will continue to review the
situation to ensure proper maintenance of the States high
ways and to apprise policyrnakers of any changes.

The Highways Division contends that the original contract,

dated June 29, 1990, fell under the old procurement law and
that the April 18, 1996 amendment to the “Sole Source
Contract” was “grandfathered.” As a result, the “Notice of

Amendment to Sole Source Contract” was not completed or
submitted to the Chief Procurement Officer. The division

reports that it will comply with the provisions of the Hawaii
Public Procurement Code.

public policy, urban and regional planning, chemistry,

accounting, and political science. Regardless of the level

of education, each staff member brings a perspective

from his or her formal education that helps us enlighten

one another during the course of our work.

We also have diverse work experiences--some of us came

from the public sector while others had been working in

private companies prior to joining the office. Some of

us have worked in similar environments and because of

that have found the transition to the type of work we

do here to have been a relatively smooth one. Several

have worked at other levels of government or served in

the military. Some have retired from the military or still

serve at reserve status. Not a small number have been

teachers in public and private schools. We also have

staff who have been writers and editors, or who have

worked in such diverse fields as construction manage

rnent, printing, and cross—cultural training.

This diversity serves us well. Audits involve a multitude

of tasks including researching laws, interviewing pro

gram personnel, reviewing files, assessing contracts, sur

veying clients, and testing financial transactions. In

essence, we do whatever needs to be done to assess a

program and its operations. Our staff perform these

tasks in a inultitude of environinents they visit boat

harbors, schools, libraries, health centers, district courts,

community colleges, hospitals, prisons, and telescope

sites. They go anywhere that our government operates.

Staff use many tools in their work such as word process

ing, spreadsheet, database, and statistical programs.

They must be adept at many things--putting an inter

viewee at ease, scanning large and sometimes quite com

plex documents to find the most important data, writ

ing clear summaries and reports, unraveling budgets,

and tracing legislation. This type of demand is some

thing that each of them faces willingly, thoughtfully,

and conscientiously.

This essay is in a sense a tribute to our entire staff who

are each qualified and well-trained when they come to

this office. However well-qualified they are, they also

know that their training is on-going. The nature of the

work requires that they continue to be trained and qual

ified. Every two years everyone has at least 80 hours of

continuing professional education. Some of that comes

from the conferences to which we send our staff. Some

training is conducted in-house--we may contract profes

sionals to cover such topics as fraud auditing, electronic

data process auditing, sampling techniques, and report

writing.

Thus, the nature of work in the Office of the Auditor

means that each of us continually develops new under

standings about government and how to serve the pub

lic. We value this demand, and each of us gains profes

sional .

and the variety of people with whom we perfor
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Essay.’ Who Does Audit Work and How?

Imagine a garden in which only red roses are blooming.

Even though each bud may be a splendid specimen, the

total collection of flowers in that patch would be entire

ly unremarkable. Much more engaging to the eye
would be a floral arrangement that is at once harmo

nious, complementary, and distinctive. We tend to feel

the same way about our staff--accountants provide

essential services to our office, but their work needs to

be complemented by those who are skilled in such areas

as public policy, contracting, and sample design. The

Office of the Auditor is like a garden in which each staff

member brings his or her own special hue and fra

grance. Combined, the talents and abilities of our staff

help to make this office a strong and remarkable place

in which to provide a service to the government and the

citizens of this state.

The Office of the Auditor is unlike many offices in state

government. Virtually everyone who works here must

perform a wide variety of tasks during the course of an

audit and quickly become familiar with the issues and

problems an agency faces in its day-to-day operations.

Consequently, we are a team of individuals in which

there are few, if any, specialists. Our management team,

analysts, and support staff are a good mix of personnel

who can effectively address most issues facing state gov

ernment.

We actively seek staff diversity because we believe that a

variety of backgrounds and experiences helps us to com

prebend and assess any governmental problem and to

recommend a workable solution. We believe that this

diversity helps us to be a strong and objective organiza

tion. The diversity of our staff--the dynamic mixture of

education and former work and life experiences--

strengthens our teams, contributes to a fruitful dialogue

on each audit so that the final product--the audit

report--can and does meet standards of objectivity and

full and fair reporting.

Like many other audit offices across the country we

have found through trial and error that no specific edu

cation, experience, or training can guarantee that a

member of the office can do the work required.

However, we have found that a certain degree of work

maturity, proficiency in written and verbal communica

tion skills, and an “audit temperament” are valuable

contributions to the office. In addition, the ability and

willingness to be a team member is a critical element of

success in this office, as it is in most other arenas.

What kinds of education and licenses do our staff pos

sess? Not surprisingly, a good number are certified pub

lic accountants and others possess law degrees. Several

have graduate degrees--one has a doctorate in psycholo

gy--and many have masters degrees in business adminis

tration, history, sociology; human resources, public

administration, or education. Some have not yet

obtained advanced degrees, but hold undergraduate

degrees in such diverse fields as literature, mathematics,

RECOMMENDATIONS
The department should make adjustments necessary to ensure
that regulatory fees assessed on businesses and professions
bear a reasonable relationship to the cost or value of services

rendered.

The Legislature should consider transferring excess cash from

the Insurance Examiners Revolving Fund to the general fund
before June 30, 2000.

The insurance commissioner should review annual no-fault
insurance assessments with an eye toward bringing the annual

assessments in line with annual no-fault administrative costs.

The department should ensure that all checks received are

deposited daily into the state treasury.

ACTIONS REPORTED
The departmen .

Division (BREG), Professional and Vocational Licensing
Division (PVL), and Regulated Industries Complaints Office
(RICO) are completely self-sufficient. These divisions receiv
no general fund support for their operations and must rely on
revenue from fees.

BREG has completed a review of filing fees in six “best prac

tices” states and has concluded that Hawaii’s filing fees com
pare well from a price perspective with the fees in those
states.

PVL also completed a review of fees for various licensing
areas within its jurisdiction with those in nine western states
and concluded that fees are generally lower than or equal to
fees assessed in those states.

RICO fees are based on a detailed study. After further review
and discussion, the department continues to believe that
RICO’s fees conform with section 26-9(1)(1).

No legislation was enacted.

The insurance commissioner has not levied an assessment on
the motor vehicle insurers since calendar year 1993.

Act 251, SLH 1997 repealed the peer review cost contain

ment program effective January 1, 1998. The act still allows
insurers to submit challenges on accidents that occurred up to
December 31, 1997, which results in continued revenues
from filing fees. However, since January 1998, the filing fee
revenues have steadily declined.

The department expects that this fiscal year’s projected filing
fee revenues will be less than the fund’s expenditures.
Therefore, part of the surplus from prior years will be used to
cover the revenue shortfall. Assessment revenue will become

a necessity for the department beginning next fiscal year. The
department’s aggregate assessment will not exceed the fiscal
year expenditure budget.

Departmental proce
change will be cost effective. The dep

erhaps some people who first hear about the work ofour office believe that we are staffed

almost entirely by accountants. Although there are afew among our staffwho are justly

proud to be members ofthe “bean-countingprofession, “the image ofauditing state government is

farfrom the truth ofthe experience! Each year we review and assess a veritable spectrum ofgov

ernment programs providing services to different segments ofthe population, and each program

may have its own unique issues, methods ofoperation, and concerns. Our staffis as varied as the

programs and agencies we audit.

Report Title: Financial Audit of the Deportment of Commerce and Consumer Affairs
Report No.: 98- I 0
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RECOMMENDATIONS ACTIONS REPORTED
that all checks should be processed as soon as possible.
Operational considerations and cost effectiveness weighed

against making such a change in the past.

ment’s actual utility costs cannot be found in these

reports. In addition, the department may have difficul

ty defending its budget request to the Legislature if it

does not have reliable expenditure information.

TOEING THE LINE

RE COMME N DATI ONS
The Board of Land and Natural Resources and its director
should establish a comprehensive statewide boating program.

To ensure the efficient and effective administration and oper
ation of state run small boat harbors and boat ramps, the
board and its directors should:

a. Establish a strategic plan addressing the overall goals,
objectives, and measures of effectiveness for the
boating program;

42 b. Establish statewide standards for the minimum ser
vices to be provided at each of the boating facilities;

and

c. Develop a multi-year program and financial plan
addressing the need for repairs at the boating facilities.

The Board of Land and Natural Resources, in conjunction
with the Division of Boating and Ocean Recreation, should
establish adequate management and financial controls to

ensure the safe and efficient operation of state run small boat
harbors and boat ramps. These controls should at a mini

mum include:

a. A policies and procedures manual that establishes min
imum standards for boating facilities, clear and concise
administrative rules, and clear procedures issuing per

mits and conducting vessel inspections.

b. A financial accounting system able to track expendi
tures by facility, account for all moneys owed to the
division, and provide timely and useful expenditure

ACTIONS REPORTED
The department reports that a comprehensive program exists.
The department will continue to work with the National
Association of State Boating Law Administrators to ensure its pro

gram maintains the high standards expected on a national level.

A planning workshop addressed the issues of adequate fund
ing and personnel and an additional planning workshop is

planned for the first quarter of calendar year 1999 to address
overall goals, objectives, and measures of effectiveness.

The facility types most often provided result from customer
demand. Local user demand has and will continue to create
variations in services and fees. New fee proposals are being

finalized and will be brought to public hearing as soon as
possible.

The multi—year plan continues to address structural repairs and
dredging for all state small boat facilities. A prioritized list of

39 CIP requests was submitted for legislative consideration.

The Boating Accounts Receivable/FOXPRO system is fully
operational and all field personnel have been trained in its

use. The department is continuing to establish a fully opera
tional facility management system that will include all expen
ditures, revenues, encumbrances, and vessel registrations.

This is being done in conjunction with efforts to meet Year
2000 compliance standards.

Information pertinent to a policies and procedures manual is
being collected from both internal and external sources. The
production of clear and concise rules is an ongoing effort.

Draft rules that drastically reduce verbiage and redundancy
have been prepared. These are under final review and are

anticipated to be submitted to the Department of the
Attorney General in late January or early February 1999.

The newly implemented accounts receivable system and the
departments Automated Revenue Accounting System

accounts for all moneys owed to the division and provides

SUMMARY
Government programs are expected to have a clear pur

pose. Managers cannot determine the effectiveness of

their efforts until they know why they provide services

and what they expect to achieve from those services.

Taxpayers expect that government funds are being spent

wisely and appropriately. Thus managers and adminis

trators must ensure that financial data is reliable, con

tracts with private providers are closely monitored, pur

chases are made in compliance with the law, and costs

identified and fairly allocated.

The work of our office helps to identify whether these

expectations are being met.

Report Title: Audit of the Management of Small Boat Harbors and Boat Ramps
Report No.: 98-1 1

THE OFFICE OF THE AUDITOR IS FORMALLY

REVIEWED BY OUR PEERS FROM THE

MAINLAND EVERY THREE YEARS. AFTER EACH

DETAILED REVIEW IN 1992, 1995, AND 1998, THE

NATIONAL STATE AUDITORS ASSOCIATION

CONCLUDED THAT WE HAVE AN EFFECTIVE QUALI

TY CON FROL SYSTEM AND OUR WORK MEETS

GOVERNMENT AUDITING STANDARDS.

OUR OFFICE ALSO UNDERGOES ANNUAL INDEPEN

DENT FINANCIAL AUDITS BY CERTIFIED PUBLIC

ACCOUNTING FIRMS. THESE AUDITS HAVE

CONSISTENTLY FOUND THAT OUR FINANCIAL

STATEMEN S PRESENT OUR FINANCIAL POSITION

AND THE RESULTS OF OUR OPERATIONS FAIRLY IN

ALL MATERIAL RESPECTS.
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The cost of complying with the Felix consent decree is

reportedly continuing to rise. However, the State can

not clearly and accurately identify funding and expendi

tures related to the decree. While the State reportedly

spent almost $270 million during FYi 997-98 on Felix-

related programs and services, it is unable to determine

the true costs. Consequently the State is unable to mea

sure the extent to which state efforts are in compliance

with the decree.

Approximately $18 million has been transferred into the

Works of Art Special Fund since the fund was estab

lished in 1989. However, the State Foundation on

Culture and the Arts does not know how much is owed

to the fund by other state agencies. The foundation

lacks a tracking system to identify which capital

improvement projects should be assessed, which projects

have transferred the required amount, whether the

amount was correctly calculated, which agencies are

6 delinquent, and how much is due to the special fund.

CONTRACT AND PROCUREMENT
ADMINISTRATION
The 1993 Hawaii Public Procurement Code requires

the Office of the Auditor to periodically audit procure

ment practices within government for compliance with

the law and all applicable rules. We have also paid close

attention over the years to how state agencies monitor

their contracts with private providers.

The state’s airports system consists of 16 airports which

handled 37.3 million passengers during the 1997 calen

dar year. There are significant deficiencies in the

Department of Transportation Airport Division’s pro

curement process. Maintaining competition in the selec

tion of a contractor helps to protect the State’s limited

resources. We found two contracts for an information

system that lacked competition. We also found a possi

ble improper procurement of a sole source contract and

inadequate planning for contracted work. Consequently,

the division’s proposed new information system may

cost millions more than originally budgeted.

The Department of Public Safety prepares and serves

three meals a day, seven days a week for over 4,000

inmates and staff at eight state correctional facilities.

Operating costs for this program for FY1997-98 were

approximately $9.1 million. Correctional facilities violat

ed the Hawaii Public Procurement Code’s small purchases

and competitive sealed bidding provisions.

In School Year 1997-98, the State’s student transporta

tion program transported over 34,000 regular education

and special students to and from school and, in some

cases, during the school day. The Department of

Accounting and General Services spent over $18 million

on contracts with private providers to deliver this ser

vice. We found that the department’s “50 percent” spe

cial provision violates the intent of fair and open com

petition. The provision is inefficient, inconsistently

applied, and is costing the State thousands of dollars.

DETERMINING THE COST OF
GOVERNMENT PROGRAMS
The total cost of government programs should be iden

tified. Efforts to correctly identify all costs helps pro

grams budget more effectively and may allow them to

obtain the funding they need.

The Program of All-Inclusive Care for the Elderly, or

PACE, is a program in other states that may help

address the needs of the frail elderly population. By

providing services at centers or through home care,

PACE programs seek to control costs by preventing or

minimizing unnecessary use of hospitals or nursing

homes. Hawaii’s PACE demonstration project does not

effectively track its program costs per participant. Thus,

it cannot determine the amount of adjustments needed

to ensure that revenues cover program costs.

Utilities expenditures are an important cost for the

Department of Education because all schools require

access to adequate utility services. These utility pro

grams include electricity, telephone, water, sewer, and

gas. The department’s expenditure reports do not pro

vide complete and accurate utilities expenditures by

location. Consequently, a clear picture of the depart-

The Board and Land and Natural Resources should delay the

implementation of alternative forms of management until it

has established a comprehensive statewide boating program,

formulated clear policies regarding those practices, established
sound contract management controls, and adequately trained
staff to monitor and evaluate contract performance.

RECOMMENDATIONS
The Child Support Enforcement Agency should complete a

support and maintenance plan. The plan should include:

a. An evaluation of its data processing organizational
structure to best serve the agency, maintain and sup

port the system, accommodate future enhancements,
and efficiently allocate responsibilities; and

b. An analysis of positions that can be transferred or
eliminated due to the more efficient computer system
and reduced work processes.

The agency should increase the involvement of the Information and
Communications Services Division in the implementation of the
system and give greater weight to the division’s recommendations.

ACTIONS REPORTED
aged receivable re
continues to use the Financial Accounting an

Information System to track expenditures by facility. The
department has begun producing quarterly revenue and
expenditure reports by facility and district for administrative,
division, and harbor staff use.

The department appreciates our views and recommendations,

however, if it finds an alternative management scheme that
can correct the noted deficiencies, it intends to recommend
that the board consider implementing that particular manage
ment strategy.

(Note: Act 183, SLH 1998 created a temporary Maritime
Authority Commission to examine and plan the creation of a
Hawaii Maritime Authority, an independent public entity that
would set statewide policy on all matters relating to Hawaii’s

maritime lands and facilities.)

ACTIONS REPORTED

The agency reports that it is developing a data processing

organizational structure to best serve the new automated sys
tem (KEIKI) and the agency. The data processing organiza
tional plan is anticipated to be in place within the next year.

Since the implementation of KEIKI in July 1998, the agency
determined it will need additional positions to support
KEIKI and to provide necessary services required to collect
and enforce child support. KEIKI has made child support

more efficient and reduced many work processes; however,
the computer processes more work and generates more tasks,
which requires more staff to maintain the daily operations.

The department states that it never projected or expected that
KEIKI would result in a reduction of agency staffing levels.
Instead, the agency projected that the new system would reduce
the rate at which new staff would be required but not a reduc
tion in the overall workforce.

The agency reports that it has strengthened its communica
tions with the Information and Communications Serv~
Divisio

RECOMMENDATIONS
information to the Legislature, the division, harbor
staff, and the general public.

Report Title: Audit of the Implementation of the Child Support Enforcement Agency’s Information System
Report No.: 98-12
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RECOMMENDATIONS

RECOMMENDATIONS
Primarily for the sake of consistency in regulation, the
Legislature should strongly consider passing House Bill No.

566 requiring appraisals in both federally and non-federally
related real estate transactions to be performed by state-
licensed or state-certified appraisers following the Uniform
Standards of Professional Appraisal Practice. In weighing
whether to expand regulation of real estate appraisers and
appraisals in this manner-and whether to grant exemptions-

the Legislawre may wish to consider the costs, benefits, and
legal issues that are summarized in our report.

RECOMMENDATION S
The governor, director of finance, and director of human ser
vices should re-evaluate the current allocation of resources at

the department of human services. In that evaluation, the
following should be considered:

ACTIONS REPORTED
Act 180, SLH 1998 required all persons practicing as real

estate appraisers to be licensed or certified and to comply
with the Unifori-n Standards of Professional Appraisal Practice
approved by the director of commerce and consumer affairs.

ACTIONS REPORTED
The governor reports that he has spoken with the director of
finance and the director of human services regarding the cur
rent allocation of resources.

The Department of Budget and Finance reports that modest
revenue increase projections, numerous competing needs to

fund education programs, and mandatory costs such as debt
service, entitlements, court orders, and consent decrees make
it difficult to expand or reallocate resources for any depart

ment. However, within these constraints, B&F is continuing

to work with DHS to evaluate the allocation of resources and
cost of quality assurance controls.

DHS reports that based on discussions with the governor and

the director of finance, the department has concluded it is
doing the best that it can do with existing resources.

The governor reports that in preparing the biennium budget,
the director of finance examined DHS’s efforts to improve

quality assurance efforts and the identification, monitoring,
and collection of overpayments.

The department reports it has allocated resources to improve
the dated Automated Recovery System (ARS) and the identi

has enough works of art or whether it should continue

to purchase works of art.

LACK OF MANAGEMENT CONTROLS
A recurring theme in many of our reports over the years

is the need to establish sound management controls.

Such controls as reviews at key decision points and

ensuring that personnel follow established procedures

help to ensure that client rights are protected, the inter

ests of the State itself are protected, actions are taken in a

timely manner, and consistency of effort is maintained.

When agencies lack adequate management controls,

operations are not carried out efficiently and effectively,

reports of activities are nor accurate, and state assets are

not safeguarded. Management controls are needed to

ensure that resources are not wasted. The more vulnera

ble segments of our population are poorly served when

state agencies cannot focus scarce resources to help them.

In 1997, the Department of Human Services investigat

ed over 5,200 cases of alleged abuse and/or neglect and

confirmed about 50 percent of the reported cases.

However, the department has not established sufficient

management controls to ensure that all child abuse and

neglect reports are investigated when appropriate.

Management controls are necessary to ensure that

supervisors have reviewed the decisions of intake staff to

dismiss reports of suspected abuse and neglect. We also

found that intake staff who receive reports of abuse and

neglect do not routinely log all reports. The failure to

log all reports discourages individuals from reporting

suspected abuse and neglect.

The Department of Education’s After-School Plus (A+)

Program currently serves about 22,500 children at 177

public school sites but the department continues to expe

rience difficulties in administering the program. It con

tinues to allow ineligible students to participate in the

program. We estimate that a total of 2,700 students may

have been improperly participating in school year 1997-

98, costing Hawaii’s taxpayers about $364,500.

Sometimes a department may establish sufficient poli

cies and procedures but program staff will fail to follow

them. This was the case in the A+ Program, where the

department formulated policies and procedures to track

program collections. Unfortunately, program fees con

tinue to remain uncollected and program sites tolerate

extremely late payments.

NEED FOR RELIABLE FINANCIAL DATA
Government programs are responsible for collecting and

reporting reliable financial data. Focusing improve

ments in this area also helps increase the efficiency and

effectiveness of a program’s entire operations. Good

financial data begins with accurate record keeping such

as tracking staffing time or property leases or screening

for eligibility.

The Department of Health’s Adult Mental Health

Division directs the operations of the State’s adult men

tal health programs and facilities. The division’s con-

the State does not provi

and consumer and family support. In FY1997-98 it

spent $ .4 million on private provider contracts. We

found that the division did not have reliable and corn

plete cost data. Thus, it was not possible to determine

whether privatizing the division’s current direct services

was feasible.

Hawaii’s public land trust consists of approximately 1.2

million acres of which all but about 17,000 acres are

managed and controlled by the Department of Land and

Natural Resources (land department). The land depart

ment is responsible for ensuring that the Department of

Hawaiian Home Lands receives 30 percent of the state

receipts from the leasing of sugarcane lands and from

water leases. Both departments have fa -

quate attention to the revenue entitlements. DHHL has

not ensured the accuracy of the entitlements it receives

and the land department does not adequately monitor

leases and permits for sugarcane lands and water licenses.

ACTIONS REPORTED
facets of system and project support. The agency was worked

closely with ICSD to plan and implement upgraded main
frame hardware.

Report Title: Analysis of a Proposal to Expand the Regulation of Real Estate Appraisers and Appraisals
Report No.: 98-13

_______ Report Title: Financial Audit of the Department of Human ervices
Report No.: 98-14

a. The current level and cost of quality assurance controls;
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Themes of1998 Re orts

Our 1998 reports identified a variety of issues and con

cerns common to virtually all government programs.

Some common themes emerged in our review of a

diversity of agencies and programs this year. In

response to legislative requests or on our own initiative,

we audited art, health, education, tourism, social ser

vice, and transportation programs. We reviewed their

missions, mandates, contracts, manuals, operational

guidelines, position descriptions, expenditure reports,

budgets, and information systems. The following

themes came to the forefront in a number of our audits

this year.

LACK OF CLEAR PURPOSE
A government program must have a clear purpose.

When state agencies clarify the purpose of their pro

grams, the public and agency staff can more easily under

stand them. In addition, efforts to achieve goals are bet

ter focused and accomplishments can be measured.

On the other hand, lacking a clear purpose, programs

can flounder and resources can be wasted or diverted

from their original intent. We encountered several pro

grams this year that lacked the necessary clarity. We

found this to be an issue in our reviews of a multi-mil

lion dollar educational initiative, a newly-established

convention facility, and a well-established arts agency.

Hawaii participates in a federal school-to-work initiative

which attempts to address the nation’s serious skill

shortage through partnerships between educators and

employers. However, the Hawaii School-to-Work

Opportunities Executive Council has had a hard time

explaining what school-to-work involves. Its original

vision statement was wordy and vague. A new state

ment still did not clearly define the purpose and goals.

Consequently it is difficult to garner support for the ini

tiative. For example, some teachers question its “staying

power” and have viewed school-to-work as yet another

“educational fad” that will come and go. In addition,

there is confusion as to how existing educational pro

grams fit into the system.

The Hawai’i Convention Center has been in operation

since January 1998. Events have received positive local

and national attention. Despite a regard for the center’s

attractions and the success of its early events, some see the

center as a waste of public moneys. However the most

important issue is that the specific purpose of the conven

tion center is unclear. Thus, a number of questions can

not be answered. For example, should the center be open

only to out-of-state groups or can local groups also use it?

How can the success of the convention center be mea

sured? Is it ok for the center to lose money as long as it

brings more tourism dollars to Hawaii?

The State Foundation on Culture and the Arts is

responsible for stimulating, guiding, and promoting cul

ture and the arts and history and the humanities

throughout the state. The foundation has a clear mis

sion statement and a long-range plan. However, it still

needs stronger and clearer direction. The nine-member

commission responsible for directing the foundation has

not identified what it wants the foundation’s programs

to achieve. For example, the foundation has more than

4,900 works of art in its collection. But the commis

sion has not determined when, if ever, the foundation

RECOMMENDATIONS

b. The annual savings that would result from improve
ments in quality assurance practices; and

c. The redistribution of resources to effectuate savings
from improved quality assurance practices and
improved identification, monitoring and collection of
overpayments.

The director of human services must exercise stronger over
sight of the Med-QUEST Division. The director must take
steps to ensure that the division:

a. Minimizes the payment of QUEST premiums on

behalf of clients who do not pay or will not pay their
required share of the premiums;

ACTIONS REPORTED
fication, monitoring, and collection of overpayments. A sys

tem modification was completed in October 1998. New cash
receipts procedures are planned for implementation in
January 1999. The new ARS will automate cash receipts and
transaction postings. DHS plans to develop a new overpay
ment recovery system rather than continue to fix existing sys
tem deficiencies.

The governor and B&F report that the FB2000-0 1 biennium
budget includes a request to improve the Med-QUEST
Division’s eligibility determination efforts by converting 158
positions from temporary to permanent. This will enable the
division to train and keep workers, thereby reducing errors
made in determining eligibility.

DHS reports that accounting staff have used budgeted per

sonnel costs for a vacant position to fund staff overtime to
manually process and post daily transactions and maintain
updated information within ARS and the Hawaii Automated
Welfare Information System (HAWI

B&F reports that in FYi 999, $400,000 in general funds and

$145,000 in federal funds are appropriated for DHS to con
tinue its efforts to develop a new Automated Recovery

System.

DHS reports that two investigators were added to the
Investigations Office. There are now four full time investiga
tors to pursue overpayment recoveries. Investigators review
overpayment claims and identify potential sources of income

or assets owned by the responsible individual. Certain over
payment claims are forwarded to the Department of the
Attorney General for civil collection, wage garnishment, or
real property liens.

Recipients are disenrolled from the QUEST plans when their
share payments are two months in arrears. Upon termination,
the Med-Quest finance office initiates action to r
overpayments caused by the non-payment of premium shares.

Policy changes, effective December 27, 1997, resulted in

QUEST premium shares being largely eliminated.
Individuals formerly eligible under a premium sharing
arrangement due to income are now totally ineligible for

e have published 26fu11 reports since our previous annual report. These included 16

performance audits and special studies, 3 financial audits, 3 analyses ofproposed health

insurance, 2 sunrise reviews ofoccupation regulation, and 2 follow-up reports. Highlights ofthe

reports begin on page 10. We also produced 66 short reviews ofproposed special and revolving

funds for the 1998 legislative session.
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RECOMMENDATIONS

c. Ceases the practice of paying its fiscal agent without
reviewing supporting documentation;

d. Takes steps to review supporting documentation of
past disbursements to its fiscal agent to identiF,’ poten
tial Medicaid overpayments and pursue collection of
those overpayments; and

e. Ceases the practice of allowing Medicaid payments to
providers that do not have contracts to provide services

to Medicaid patients.

The department should make it a priority to modif,’ the
HAWI system to be able to accurately process data for the

Year 2000.

The department should take steps to improve internal con
trols in a number of other areas; specifically the department

should:

a. Develop and retain documentation of data and
assumptions used to develop its health care program

forecasts and modify the foster care program forecast
ing model to include projected case load information;

ACTIONS REPORTED
QUEST. Self-employed adults and their spouses whose
incomes do not exceed 10000 of the Federal Poverty Limits
are the only remaining individuals eligible with premium
shares. Thus, there should not be significant QUEST over-
payments due to non-payment of premium shares.

The division continues to bill past due premium share accounts
each month. Accounts with no activity and those for bankrupt
recipients have been written off in accordance with Hawaii
Administrative Rules.

The division researched payments over a 34-month period and
found that 25 out of 1,071 claims were incorrectly priced.
The division has recovered all the related overpayments.

To avoid similar problems in the future, the fiscal agent has
revised and expanded claim auditing activities to incorporate

a review of all manually priced claims.’ The RFP for fiscal
agent services will require an annual claim review audit by an
independent auditing organization.

As stated in the response to “c.” above, the division has taken

steps to ensure that the present fiscal agent processes claims
accurately and will take further steps in the future procurement

of fiscal agent services.

To participate in the program, all medical assistance providers

are required to complete and sign an application. When
signed, the application serves as a contract between the
provider and program, in which the provider agrees to com

ply with the Medicaid program requirements. The Medicaid
fiscal agent pays for services in accordance with the Hawaii
Administrative Rules.

As of November 1998, the Information System Office com
pleted all of the HAWI system major Year 2000 remediation
tasks. The HAWI system is now operational with all Year

2000 requirements.

The Committee on Payment Projections discusses and evaluates
medical assistance payments. The division also provides month

ly data on eligibility, enrollment, claims, and payments to com
mittee participants. Meeting notes are distributed to partici

pants and are used to develop health care program forecasts.

Performance Audits
and Studies
16(61.60)
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OFFICE OF THE AUDITOR
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1998 - A Year ofDelegations Abroad and
Dedication At Home

After completing three years of service on the

Executive Committee of the National Conference

of State Legislatures, Marion was selected to

participate in two American delegations abroad.

In June, through a joint program that NCSL

conducts with the Partnership of Parliaments, she

traveled to Germany to review issues involved in

the German version of federal-state and state-state

revenue sharing. Later in September, she traveled

to Japan with delegations from Canada, Australia,

New Zealand, and the U.S. to learn about compar

ative federal-state-municipal relations.

The auditor’s staff also traveled out of state this

year, representing the office and Hawaii in

Sacramento, California. Four staff members

attended the training conference of the National

Legislative Program Evaluation Society (NLPES), a

section of NCSL which is an effective forum for

promoting professional skills and accountability.

The NLPES conference provides an arena where

attendees can discuss improvements in methodolo

gies, techniques in project management, the use of

teamwork and focus groups, and presentation

techniques. Two of our managers traveled as well,

leading peer review teams for the audit offices of

New York and Kansas.

In June, external evaluators from Illinois,

California, Tennessee, and Texas audited and

evaluated our office for adherence to our policies

and procedures and the government audit

standards to which we subscribe. Reviewed every

three years, we are happy to report our office’s

quality control system received its third

consecutive successful evaluation.

We are also proud to report that we won our

second consecutive impact award from NLPES for

our audit of the Hawaii State Public Library

System. The award is a testimony to the

professional dedication of an office that aspires to

maintain excellence and to serve Hawaii by

providing reports that create an impact here and

beyond our shores.

Our effectiveness in bringing accountability for the

resources and programs authorized by our

Legislature stems from an exposure to other auditing

experiences and a reach beyond our shores to discuss

with others how to best achieve our mission.

Marion M Higa
State Auditor

RECOMMENDATIONS

b. Require its Medicaid Investigation Unit to maintain
adequate records to ensure that cases are properly and
appropriately disposed of;

c. Ensure that cash receipts collected by and for the
Med-QUEST Division are deposited on a daily basis;

d. Use the Evaluation Office to conduct quality assurance
reviews to improve internal controls; and

e. Take steps to ensure that federally required contractor
performance reviews are performed on a timely basis
and federal reporting deadlines are met.

ACTIONS REPORTED
The department modified its foster care program forecasting
model.

Since January 1998, the Medicaid Investigation Unit has
maintained detailed records of al .

taken, and final case dispositions.

The division’s finance office deposits cash receipts on a daily
basis. As of February 1998, the department has implemented
procedures to ensure that on a timely basis, checks are prop
erly routed to the division for depositing.

On an ongoing basis, the Evaluation Office reviews a sample
of client case files for the Temporary Assistance to Needy
Families, Food Stamp, and Medicaid programs. The office
also assists the Med-Quest Division by conducting:

• annual MQD-QUEST Plan Code Validation Review
activities, and

• ongoing QUEST client survey activities to ensure that
QUEST clients are aware of their rights.

The Financial Management Office has issued policies and
procedures for petty cash and imprest funds. Auditors in the
Evaluation Office have resumed reviews of these financial
transactions and internal controls.

Financial reviews of contractors are currently performed as
required by the Office of Management and Budget (0MB)
Circular A-133. More on-site reviews are being conducted by
the department’s auditors as a result of changes to this circu
lar. The FYi 997 single audit report was submitted before the
federal reporting deadline.

(Note: Act 293, SLH 1998 added a statutory provision
requiring the recovery of medical overpayments made to
providers and authorizing various methods for recovering
overpayments.)
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OFFICE OF THE AUDITOR

APPROPRIATIONS AND EXPENDITURES ON A BUDGETARY BASIS

FOR THE FISCAL YEAR ENDED JUNE 30,1998

STATE OF HAWAII
OFFICE OF THE AUDITOR

APPROPRIATIONS

Act I, SLH 199 operations

Act 1, SLH 199 special studies

$ 2,034,850

150,000

$ 2,184,850

MISSION OF THE OFFICE

OF THE AUDITOR

THROUGH POSTAUDITS 01 FH L

The Honorable Members of the Legislature
The Honorable Benjamin J. Cayetano, Governor

April 29, 1999
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EXPENDITURES

Staff salaries

Contractual services

Other expenses

Excess of appropriations over expenditures

EXCESS OF APPROPRIATIONS OVER EXPENDITURES

Act 1, SLH 1997 (operations)

Act 1, SLH 1997 (special studies

$ 1,341,073

298,870

143,678

1,783,621

$ 401,229

$ 251,229

150,000

$ 401,229

ACCOUNTS, I’ROGRAMS, AM)

PERI ORMANCF 01 S IA) L AGLNCILS,

1 HI OITICE Sn KS 10 ASSURL I HL

ACCOUN IAII1I liv 01 G0\ I RNMLN I

\GFNCII S I OR I HI IR I\IPI I \ILN Al ION

01 P01 ICILS, MANA L\lI NI

l’ROGRA’vlS, AND L\PLNDI1 RI 01

PUBLIC FUNDS

THE OFFICE REI’ORTS ITS FINDINGS

ANI) RECO’vIMENDATIONS TO THE

Ladies and Gentlemen:

This Annual Report describes activities of the Office of the Auditor for
calendar year 1998. The report gives me an opportunity to share with you
my pride in completing another year of service to the people of Hawaii.

To re-elected and first-time members of the Senate and House and to our re
elected Governor, I pledge my continued commitment--and that of my hard
working staff--to providing you with clear, concise, and useful audit reports.
My faith in the value of the office’s efforts remains strong. I still believe our
reports continue to serve as catalysts for discussion, debate, and action toward
improving government. Thank you for helping this to happen.

Sincerely,

Marion M. Higa
State Auditor

GO\ ERNOR A’~D THF LEGISLATURF TO

Gl\ L POLICY MAKERS TI\IELY,

ACCURATE, AND OBJECTIVE

INFORMATION FOR DECISION SlAKING




