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MISSION OF THE OFFICE
OF THE AUDITOR

THROUGH POSTAUDITS OF “THE

ACCOUNTS, PROGRAMS, AND

PERFORMANCE OF STATE AGENCIES,

THE OFFICE SEEKS TO ASSURE YHE

ACCOUNTABILITY OF GOVERNMEN'|

AGENCIES FOR THEIR INIPLEMENTATION

OF FOLICIES, MANAGEMENT OF

PROGRAMS, AND EXPENDITURIE Ol

I"UBLIC FUNDS.

THE OFFICE REPORTS (TS FINDINGS

AND RECOMMENDATIONS 1O THE

GOVERNOR AND THE LEGISLATURE TO

GIVE POLICY MAKERS TIMELY,

ACCURATE, AND OBJECTIVE

INFORMATION FOR DECISION MAKING.

STATE OF HAWAII
OFFICE OF THE AUDITOR

The Honorable Members of the Legislature
The Honorable Benjamin J. Cayetano, Governor

April 29, 1999

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 o our re-
elected Governor, | pledge my continued commimment--and that of my hard-
working staff--to previding you with clear, concise, and useful audit reports.
My faith in the value of the oftice’s efforts remains strong. 1 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
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1998 - A Year of Delegations 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 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 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 lllinois,
California, Tennessec, 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.

Qur 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



ORGANIZATION OF THE
OFFICE OF THE AUDITOR

y Executive
Auditor ‘ Secretary
Deputy Auditor Secretaries
. ] . . 3 : Procurement
Assistant Auditor Assistant Auditor Assistant Auditor Audit Manager

Senior Analysts Analysts Associate Analysts Assistant Analysts

TYPES OF REPORTS - 1998

Performance Audits
and Studies
16 (61.6%)
Financial Audits
3 (11.5%)

Health Insurance Analyses

3 (11.5%)
Sunrise Analyses  Follow-Up Audits

2 (7.7%) 2 (7.7%)

The office also performed 66 quick reviews
of proposed special and revolving funds.

STAFF OF THE OFFICE
OF THE AUDITOR

Marion M. Higa
State Auditor

Leslie I. Tanaka
Deputy Auditor

J. James McMahon
Assistant Auditor

Van Lee
Assistant Auditor

Wesley K. Machida
Assistant Auditor

Analysts

Steven M. Araki
Urs C. Bauder
Patricia A. Card
Melanie A. Chinen
Maria B.]. Chun
Adam L. Coutu
Susan Hall

Lisa K.P. Hankins
Rachel N. Hatt
Sherry N. Hayashi
Al Katagihara
Melvia C. Kawashima
Ji Sook (Lisa) Kim
Eunice Leung
Gansin K.S. Li
Robert A. McClelland
Rumiko A. Okuma
Richard P. Roll
Tony Smalley

Jim Sterling

Ryan K. Tanaka
Joseph W. Trias

Office Services
Evelyn Kanja
Debbie M.A. Higa
Pat Mukai



Themes of 1998 Reports

e have published 26 full reports since our previous annual report. These included 16
performance audits and special studies, 3 financial audits, 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 identitied a variety of issues and con-
cerns common to virtually all government programs.
Some common themes emerged in our review of a
diversity of agencics and programs chis year. In
response to legislative requests or on our own initiative,
we audited art, health, education, tourism, social set-
vice, and transportation programs. We revicwed 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 vear.

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 casily under-
stand them. In addicion, 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 thar lacked the necessary clarity. We
found this ro be an issue in our reviews of a multi-mil-
lion dollar educational initiative, a newly-established

convention facility, and a well-cstablished arts agency.

Hawaii participates in a federal school-to-work initiative
which attempts to address the nation's serious skill
shortage through partmerships between educators and

employers. However, the Hawaii School-to-Work

Opportunities Executive Council has had a hard time
explaining what school-to-worl involves. Its original
g g
vision statement was wordy and vague. A new state-
ment still did not clearly define the putpose and goals.
g
Consequently it is difficult to garner support for the ini-
tiative. For example, some teachers question its “staying
g
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 fic into the system.

The Hawai't Convention Center has been in operation
since January 1998, Events have received positive local
and national attention. Despite a regard for the center’s
acrractions 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 Culrure and the Arts is
responsible for stimulating, guiding, and promoting cul-
ture and the arts and hisrory and the humaniries
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 wancs 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



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 efticiently and effectively,
reports of activities are not accurate, and state asscts are
not safeguarded. Management controls are needed to
ensure thar resources are nor wasted. The more vulnera-
ble segments of our population are poorly served when

stare agcncics cannot "bCLlS scarce resources to I’ICIP them.

In 1997, the Department of Human Services investigat-
ed over 5.200 cases of alleged abuse and/or neglect and
confirmed abour 50 percent of the reported cases.
However, the department has not established sufficient
management controls to ensure thac all child abuse and
neglect reports are investigated when appropriate.
Management controls are necessary to ensure that
supervisors have reviewed the decisions of intake staft to
dismiss reports of suspected abuse and neglect. We also
found that inrake 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 abour 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 incligible 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. Unfortunarely, program fees con-
tinue to remain uncollected and program sites tolerate

extremely late payments.

NEED FOR RELIABLE FINANCIAL DATA
Government programs are responsible tor collecting and
reporting reliable financial dara.  Focusing improve-
ments in this area also helps increase the efficiency and
effectiveness of a program’s entire operations. Good
tinancial data begins with accurate record keeping such
as tracking stafting time or property leases or screening

for eligibility.

The Department of Health's Adulr Mental Healch
Division directs the operations of the State’s adult men-
tal healch programs and facilities. The division's con-
tracts with private providers are usually for services thac
the Srate does not provide such as crisis intervention
and consumer and family support. In FY1997-98 it
spent $7.4 million on privare provider contracts. We
found thar the division did not have reliable and com-
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 approximartely 1.2
million acres of which all but about 17,000 acres are
managed and conrrolled by the Department of Land and
Narural Resources (land deparrment). 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 tailed to give ade-
quate atcention to the revenue entitlements. DHHL. has
not ensured the accuracy of the entitlements it receives
and the land deparument does not adequately monitor

leases and permits for sugarcane lands and water licenses.

U



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 relared ro the decree. While the State reportedly
spent almost $270 million during FY1997-98 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 efforcs 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. Howevet, the Srate Foundation on
Culture and the Arts does not know how much is owed
to the fund by ocher state agencies. The foundation
lacks a tracking system to identify which capital
improvement projects should be assessed, which projects
have transterred the required amount, whether the
amount was correctly calculated, which agencies are

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 Auditer to periodically audit procure-
ment practices within government for compliance with
the law and all applicable rules. We have also paid close
attenrion 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 thar 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 budgered.

The Department of Public Safety prepares and serves

three meals 2 day: seven days a week for over 4,000
inmates and staff at eight state correctional facilitics.
Operating costs for this program for FY1997-98 were
approximately $9.1 million. Correctional facilities violac-
ed the Hawaii Public Precurement Code’s small purchases

and compertitive 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 mullion
on contracts with private providers to deliver this ser-
vice. We found thart the depattment's "S0 percent” spe-
cial provision violates the intent of fair and open com-
petition. The provision is inefticient, inconsistently

applied, and is costing the Stare thousands of dollars.

DETERMINING THE COST OF
GOVERNMENT PROGRAMS

The toral cost of government programs should be iden-
tified. Efforts to correctly identify all costs helps pro-
grams budget more effectively and may allow chem to

obrain the funding they need.

The Program of All-Inclusive Care tor cthe Eldetly, or
PACE, is a program in other states that may help
address the needs of the frail elderly population. By
providing services ar centers or through home care,
PACE programs seek to control costs by prevenring or
minimizing unnecessary use of hospitals or nursing
homes. Hawaii's PACE demonstration project does not
ettecrively track its program costs per participant. Thus,
it cannor determine the amount of adjustments needed

to ensurc thar revenues cover program costs.

Uliliries expenditures are an imporeant cost for the
Department of Education because all schools require
access 0 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-



ment's actual ucility costs cannot be found in chese
reports. In addition, the depariment may have difficul-
ty defending its budget request to the Legislature if it

does not have reliable expenditure information.

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 wich the law, and costs

idencified and fairly allocarted.

The work of our oftice helps to identify whether these

CXPCCl’:l(i()IIS are bcing met.

TOEING THE LINE

THE OFFICE OF THE AUDITOR IS FORMALLY

REVIEWED BY OUR PEERS FROM THE

MAINILAND 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 CONTROL 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

STATEMENTS PRESENT OUR FINANCIAL POSITION

AND THE RESULTS OF OUR OPERATIONS FAIRLY IN

ALL MATERIAL RESPECTS.



Essay: Who Does Audit Work and How?

erhaps sowme people who first hear about the work of our office believe that we are staffed

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

proud 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, the
total collection of flowers in that pacch would be entire-
ly unremarkable. Much more engaging to the eye
would be a floral arrangement that is ar once harmo-
nious, complementary, and distinctive. We tend to fecl
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 abilitics 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 ol individuals in which
there are few, if any, specialists. Our management team,
analysts, and support staff are a good mix of personnel
who can effecrively address most issues facing state gov-

crnment.

We actively seek staff diversity because we believe that a

variety of backgrounds and experiences helps us to com-

prehend and assess any governmental problem and o
recommend a workable solution. We believe chat 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 tair reporting.

Like many other audirt offices across the country we
have found through rrial and error that no specific edu-
cation, experience, or training can guarantec that a
member of the office can do the work required.
However, we have tound 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 abilicy 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 statf pos-
sess? Not surprisingly. 2 good number are certified pub-
lic accountants and others possess law degrees. Several
have graduate degrees--one has a doctorare in psycholo-
gy--and many have masters degrees in business adminis-
tration, history, sociology, human resources, public
administration, or education. Some have not yet
obrained advanced degrees, but hold undergraduate

degrees in such diverse ficlds as literature, mathematics,



public policy, urban and regional planning. chemistry,
accounting. and political science. Regardless of che 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 che 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-

ment, printing, and cross-cultural training.

This diversity serves us well. Audits involve a multitude
of tasks including researching laws, interviewing pro-
gram personnel, reviewing fles, 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 multitude of environments--they visit boat
harbors, schools, libraries, health centers, district courts,
communirty colleges, hospitals, prisons, and telescope

sites. They go anywhere that our government operates.

Staft use many rtools 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 wracing legislation. This type of demand is some-
thing cthat each of them faces willingly, thoughrtully,

and conscientiously.

This essay is in a sense a tribute to our entire statf who
are each qualified and well-trained when they come to
this office. However well-qualitied they are, they also
know char their training is on-going. The nature of the

work requires that they continue ro be trained and qual-

ified. Every two vears everyone has art least 80 hours of
continuing professional education. Some of that comes
from the conferences to which we send our staff. Some
training is conducred in-house--we may contract profes-
sionals to cover such topics as fraud auditing, electronic
dara process auditing, sampling techniques, and report

wrltmg.

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 cach of us gains profes-
sionally and personally from the diversity of our work

and the variety of people with whom we perform ic.



0

PERFORMANCE AUDITS AND
SPECIAL STUDIES

Stdy on Ihe Privatization of the Child and
Adolescent Mental Health Progrom,
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 effectivencss. 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 efficiendly through privatization. Finally, the divi-
sion has been unable to analyze and control the cost of
private provider contract services.

Swdy of Privatizing Adult Mental Health Priogram
Services, Report No. 99-11

Summary of Reports -1998 Work Program

Audit of the Program of All-Inclusive Care for the
Elderly (PACE) /Howaii, Report No. 98-15

The State's Program of All-Inclusive Care for the
Elderly (PACE Hawaii) is a communiry-based. managed
care system that uses a proactive, interdisciplinary team
approach to provide long term health and social services
to the elderly. We found thac despite six years of cftort,
PACE Hawaii has yet to implemenc 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 Sysien,
Report No. 99-5

The Department of Healeh'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. Qur assessment of whether privatization of
currenc 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 stall time were insufticient 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 meneal health system and the
ineffective use of private providers,

We found that the Department of Human Services had
not ensured rhat all child abuse and neglect reports are
investigated when appropriate and staff had failed o
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 reccived and cffective. While DHS and the
Family Court had made significant progress to increase
federal reimbursements for foster care, improvements in
eligibility determination were needed.

e

Audit Report of the Convention Center Authority:
First Report - Design and Corstruction of the
Convention Cenier, 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



meets or will meet contract and government require-
ments. However, there are defects and problems thac
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 promorted, contracting
issues, and the authority's efforts to resolve issues aftect-
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 Ulility Costs,
Report No. 99-16

This is che fifth annual fiscal accountability report of
the Department of Education. We tound that the
department has shifted the responsibility for paying
electricity and telephone costs to the schools, but has
not adequately formulated objectives for this initiacive.
Consequently a potential benefit was negated. school
accountability has been compromised, and energy con-
servation eftorts 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 che deparrment’s expendi-

ture reports do not provide complete and accurace udili-

ties expenditures by location. Consequently, a clear pic-
ture of the department’s actual utilicy 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.

)
g

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
healch services necessary to enable them o benefir from
their education. We found that the State failed several
times to ensure that requirements of the Felix consent
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 che
Felix class. "This leads to difficulties in consistently
identifying which children should be served and
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 leadership is a major cause of the
State’s continued failure o satisfactorily address the

terms of the decree.

Procurement Audit of Food Purchases and Related
tnventory Controls of the Depariment of Public Safety
and the Department of Education, Report No. 99-15

We found thac the Deparoment of Public Safery lacks
clear written procedures and adequate guidance for the
purchase of food. Consequently. correctional facilicies
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 Program is costly. The department also failed
to establish internal controls over food inventory. We
feund chat the Department of Education lacks funda-
mental internal controls over food purchasing,.
Segregation of duties is ignored, no independent party is
monitoring food purchases at schools, matching invoic-
es with purchase requisitions is not always performed,

and the department’s disbursement policies are ambigu-
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ous. The department’s procedures and controls over
food inventory are inadequate. The department also
lacks adequate control over food costs.

)
(J

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

The corporation was established by che Legislarure in
1996 to manage the State's system of communicy 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 conrrols, policies
and procedures were unclear and contract management
was inadequate. Finally, the corporation lacked strategic
implementation system plans and had not adequarely
addressed the Year 2000 problem.

B

Study of the Fiscol Impact of Providing Certain Benefits 1o
Reciprocal Beneficiaries, Reporl 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
aceributed o rwo 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 Trus/
Accounts of the Department of Accounting and General
Services, Depariment of Agriculture, Department of Budge!
and Finance, and Deportment of land and Notural
Resources, Reporl No. 996

Of the 78 funds we reviewed this ycar, 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 berween 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 che statucory 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 nor present any conclusions about
the effectiveness of the program, its management, or
whether the program should be continued.

&

Managemen! Audit of Howor's School-to-Work
Opportunities System, Report No. 98-21

Hawaii participares in the federal school-to-work initia-
tive under the 1994 School-to-Work Opportunities Act.
Hawaii's initiacive 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.  Addicionally, controls over
school-to-work expenditures were weak. Some school-
to-work funds were spent on items that did not directly
relate to che development of a statewide system. Also.
the implementation of safety inspection requirements
was poor.

*

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

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



defined. The execurive director needs to establish cer-
tain basic management tools to direct the foundation's
operations. The foundartion’s more than 4,900 relocac-
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 | percent of all
state fund appropriations designared for construction or
renovations of state buildings to the Works of Art

Special Fund needs to be revisited.

Allocation 1o Student-Centered Schools Project
Report No. 98-17

The 1998 Legislature required the State Auditor to
determine the funding allocations for scudent-centered
schools in the state for FY1998-99 as well as for subse-
quent fiscal years. We presented allocations for
FFY1998-99 to two student-centered schools, Waialae
Elementary School and Lanikai Elementary School. We
calculated “core” or basic allocations plus 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.

L7
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Audit of Student Transportation Services,
Report No. 9%-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 needs
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 etfectively and at least cost. The department
uses a 50 percent” special provision that prevents true
competition and violates the spiritand intent of the
Hawaii Public Procurement Code. The Deparument of
Education needs to correct inefliciencies. Although the
pre-paid bus pass program looks promising, it needs
improvement. Planning and coordination for student
ransportation also can be improved and eligibilicy

determination procedures are inefficient.

FINANCIAL AUDITS

Financial Audit of the Airports Division of the
Deportment 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 conrtractor selection process of a new multi-million
dollar Airports Management Information System.
Ineftective controls over lease renewals and negoriations
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 collect outstanding
receivables of approximartely $50 million is hampered
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, Repor! No. 99-18

This audit was conducted with the certified public
accounting firm of Beloitte & Touche LLE. We found
that the health fund’s financial statements are not being
prepared in accordance with state faw 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 foi-
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 srabilization reserves
has resulted in substantial excess reserves. State law
requires that amounts in excess of rate stabilization
reserves be recurned to the State and counties.  Interest
income earned on the reserves and held by insurance car-
riers is not being monitored, thus the fund cannor 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
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signed, thus the health fund may have difficulty enfore-
ing certain provisions of the agrecments. 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 Universily of Hawaii ot Manoa
Summer Session Program, Reposit 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 contro} pracrices.
One was serious enough that Nishihama & Kishida was
unable to audit and express an opinion on the Summer
Session’s financial statements. Twvo 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 entitcy 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 legislarive 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
Deparrment of Health, advocacy groups, and provider
agencies. W 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 [ealth 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 88 percent of
the cost of medical foods necessary for treating inherited
metabolic discases. Very few individuals in Hawaii are
identified by the Deparunent of Health as in need of
medical foods for the treatment of inherited metabolic
discases. Demand for medical foods treacment 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.

<

Sialus Report on the Study of Propased Mandatory Health
Insurance Coveroge for Post-Mastectomy Breast
Reconstructive Surgery, Reporl 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 o provide
such coverage. Most of the organizations previously
identified as interested in the proposed mandate agreed
that the additional state mandate did not 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 Regulote Certified
Professional Midwives. Report No. 99-14

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

midwives and other lay midwives is warranted. Although



regulacion 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 tragmented regulation
and a lack of agreement abourt 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

Healch could administer the regulatory program.
g ) S

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 1o
licensed. Physician assistants are, in cffect, already
licensed by the State. Since the Department of
Commerce and Consumer Affairs and the Board of
Medical Examiners currently treac physician assistants as
being ficensed. a change in terminology will have mini-
mal fiscal and operational impact.  Changing o the term
“licensure” will allow physician assistants to prescribe and
dispense controlled substances. Changing the regulatory
nomenclature will have lictle or no eftect on the public's
health, safecy, or welfare. Currently implemented safe-

guards are sufficient to ensure consumer protection.

FOLLOW-UP AUDITS

FollowUp Audit of the After-School Plus (A+)
Program of the Depariment of Education
Report No. 98-18

The Department of Education’s A+ Program provides
after-school services to public school latcchkey students
in kindergarten through grade six. [n this follow-up
audit, we found the department has made improve-
ments in the management controls of the A+ Program
but continues o experience ditficulties in limiting the
program to cligible students, efficiently staffing the pro-
gram, and enforcing fscal controls. Stuaffing problems
continue to plague the department and result in higher
student to staft ratios, the employment of unqualified
staft, 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-

ish clear lines of authority in the program and the lack
lish clear | faul ) he prog 1 the lack

of disciplinary procedures have contriburted to the
department’s inability to hold statf accountable for non-

compliance with established policies.

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

Hawaii's State Constitution entides the Department of
Hawaitan Home Lands (DHHL) t 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 Deparement 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 DHHIL. also lacks complete information
on sugarcanc leases and water licenses. Both depart-
ments have failed to sufficiencly plan for the fucure use

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

his section is based primarily on our review of activity in the 1998 legislative session and

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 of the Legal Aid Society of Hawaii

Report No.. 97-10

RECOMMENDATIONS

The Legal Aid Society of Hawaii should develop a formal
monitoting 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 desirabilicy of
new funding soutces and a system to monitor and evaluate
existing funding sources. At a minimum, the system should
include:

a. an assessment of how proposals help meer specific
goals and objectives:

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

c.  how the funding will improve the socicey's service

delivery.

The society should ensure chat 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 Communirty Services in the
Department of Labor and Industrial Relations should require
the society ta submic 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 thar ir has formed a tunding committe,
whose purpose includes:

* maintaining information to assist staft in identifying

funding resources and requests.

* evaluating proposed funding, when the appropriateness
of that tunding is unclear, with regard to the society's

mission.

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

* evaluaring 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 FY'1997-98 the Office of Community Services (OCS)
selecred the society as a recipienc of the Indigent Legal
Assistance Fund. The society submirtted a report to OCS
outlining how it improved collection practices and the use of

financial and management information.

continved on poge 17-



RECOMMENDATIONS

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, SL.H 1998 transterred responsibility for che
Indigent Legal Assistance Fund from OCS to the Judiciary.)

Report Tille:  Follow-Up Audit of the Hawaii State Hospital

Report No.:  97-11

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 1o keep daily attendance records: and

c. lookinto actions taken by other agencies to address

problems with sick leave abuse and excessive overtime.

The hospital should consider centralizing scheduling of overtime.

The hospital should ensure thar supervisors evaluate staff in a
timely manner, and thar all saaff in direct care units who fail 1o
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
3 )
process for purchase orders, including bypassing the

Department of Health's Administrative Services Office and

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 untl employce status is com-
municated to the office.

Hospital units and the personnel office maintain daily

attendance records.

The hospital met with the Deparunent 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 warchouse area.

The haspital represents a significant portion of the behavioral
health allocation and will continue to receive oversight from
the Administrative Services Oftice. The purchase order han-

continued on page 18-
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RECOMMENDATIONS
sending purchase orders directly to the Department of

Accounting and General Services.

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

The hospital should change its payroll process to ensure thar
management reviews and approves payroll processes. and to

assume more of the responsibility for these functions.

The hospiral should ensure that supervisors in the patient
work program properly complete payroll justitication 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 ar orher Department of Health
facilities, and consider eventually moving to full recovery of
costs. The hospital should restrict the number of take-our
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 tor 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 chat negotiations should rake place
among all parties involved. The department, division, univer-

sity, and hospiral participated in the most recent negotiations.

The hospital’s payroll process has been strengthened to
require thar management and the personnel office review pay-
roll records. Any questions or concerus are referred to the
appropriate supervisor for resolution. Unresolved questions
arc 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 che timely
submission of timesheets and work performance reports. It
also requires daily tracking of parient work performance and
monthly, bi-monthly. or weekly progress notes.

Employee meal prices were raised to meet the median price at
other Departmenr of Health facilities and remain at $2.50 per

meal. Take-our 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 haurs were established and are strictly enforced.

The gas purchases credit account has been limited to week-
end emergency needs. This has been accepeed 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 deparument quotes Technical Assistance Collaborarive,
Inc., a consulting firm assisting the hospital in compliance with
the Department of Justice Stipulation and Orders, as reporting
the following based on a Octaber 1998 hospital visit:

"It appears that signiﬁcanr progress has been made in dealing

continved on page 19-



RECOMMENDATIONS

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 notto 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 Correcrional Center. Regular meetings are
now being held with the Department of Public Safety to
review these cases and make recommendarions for communi-
ty alternatives where appropriate.”

The deparement says the hospital has made significant
progress in discharging patients who no longer need acute

inpatient psychiacric care.

Report Tile:  Procurement Audit of the Department of Business, Economic Development and Tourism

Report No.:  97-12

RECOMMENDATIONS

The Department ot Business, Economic Development and
Tourism should develop a detailed procurement manual for
use by all operating unis.

The department should:

a. Develop a contracting policies and procedures manual

for use by all project managers;
) g

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

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 drafe 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 o staff shortages in the contracts oftice, it has not yet

conducted spot audits for this fiscal year.
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Report Tille:  Follow-Up Audit on the Management of Billings and Collections for the Department of Health’s

Outpatient Adult Mental Health Services

Report No.: 9@7-13

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

b. Obtain or designate a qualified billing coordinator ro
concentrate on implementing the division’s billing and
collections responstbilities.

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 implemencation. 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 implementarion of the system;

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

and

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

To ensure chat appropriations from the Mental Health and
Substance Abuse Special Fund more accurarely reflect the

ACTIONS REPORTED

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

Since November 1997, no onc has applied for the billing
coordinaror 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 compurerized
billing processes, requirements of various major reimburse-
ment sources, and Medicaid/Medicare rules and regulations.

The department has and will continue to ensure thar the
implemented Adulc Mental Health Division management
information system conforms to the System Development
Methodology (SDM). SDM requires that its define require-
menrs, design, develop, and implementation phases be com-
pleted in chis order.

No legislation was enacted.
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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-
wures of each subaccount to offset operating expenses. In
addition, the Legislature should require that the Department
of Health use its special fund as a primary source tor payment

of operating expenses prior to using general funds.

ACTIONS REPORTED

Report Tile: ~ Audit of State Vocational Education Programs and Job Training Programs

Repori No.: 97-14

RECOMMENDATIONS

The Legislature should require the Department of Education
and the Department of Public Safecy to submit annual per-
tormance reports 1o 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. [n addition, the Legislature should
assess the feasibility of using existing agencies or offices o ful-

fill the functions of any preposed, new oversight bodies.

The Departmenc 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 cttectiveness that measure out-
comes and achievement of program objectives in light of the

State's overall goals.

ACTIONS REPORTED
No legislation was enacted.

No legislation was enacted.

The Department of Education reports that it conducts on-
site monirtoring of all vocational education programs on a
biennial basis. Schools are required to submic a report for

“desk monitoring”™ in years with no on-site visits.

The Deparument of Public Satety reports that it conducted an
external evaluation of the vocational education and job train-

ing programs at eight correctional institutions.

Report Tille:  Analysis of a Proposal to Expand the Regulation of Occupational Therapists

Report No.: @7-15

RECOMMENDATIONS
Occupational therapy should not be regulated and Chaprer
457G, HRS, should be repealed.

If the Legislature deems regulation necessary, simple registra-
tion of occupational therapists, or at most, continuing
Chaprer 457G for occupational therapists and occupational

therapy assistants, should be sufficient. If retained, Chaprer

ACTIONS REPORTED

Chaprer 457G, HRS, was not repealed. Act 100, SLH 1998
amended Chapter 457G 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 Chapeer 457G as of December 31,
2003. Section 2 of Act 97, SLH 1998 amended the occupational
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RECOMMENDATIONS
457G should be amended ro reflect the current name of the

certifying organization, the National Board for Certification
in Occupational Therapy.

ACTIONS REPORTED
therapist and occupational therapy assistant qualification pravi-

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
Healch from certificarion (under certain circumstances). Section
2 of Act 97 will be repealed on June 30, 2000 and the provision
of Chaprer 457G that it amended will return to its original form.

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

Report Title:

Report No.:  97-16

Audit of the Management of Motor Vehicles

at the University of Hawaii

RECOMMENDATIONS

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

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

b.  An assessment of alternatives; and
¢. 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 alternarives such as sharing vehicles and usin
8 8
public or other transportation; and

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

cles.

The university should do away with the fleect management

program.

ACTIONS REPORTED
The university reports that mator 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 raken as appropriate.

Ten individuals currently are granted personal use of state-
owned vehicles. These individuals have fullv complied with
Scction 103-2 (4), HRS, and have been authorized by the
state comptroller. The university's president approves the use
of a vchicle as part of the recruitment package for senior exec-
utives, where national searches are conducted.

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

cominued on page 23—



RECOMMENDATIONS

The university should require the Transportation Services
Division to develop and promulgate systemywide policies and

precedures for the maintenance and use of all university vehicles.

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 Division policies and procedures

manual has been revised to include written policies and proce-
dures thac set standardized preventive repair and maintenance
schedules for all vehicles.

Repori Tile:  Study on the Licensing of Massage Schools

Report No.:  97-17

RECOMMENDATIONS
The State should continue 1o 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, deceprive, misleading,
or unfair, and to help ensure adequate educational qualicy at

private rrade, vocational, and technical schools.”

If the Legislature considers transterring 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.

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

recommendadions 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 licensures

b.  Strengthen the requirements tor school owners, princi-

pals, and instructors;

ACTIONS REPORTED

Licensing was continued.

Act 57, SLH 1998 amended the statutes essentially as we

recommended.

The licensing program was not transferred.

The department reports that it actempred to transter the

licensing of massage schools to a more appropriate stare

agency during the last legislative session, however, the transfer

failed to pass.

The department will approach the Legislature again to wrans-
fer the licensing responsibilities of massage and acupuncrure
schools to the Department of Commerce and Consumer
Affairs (DCCA) for the following reasons:

e The department believes that the SLH 1998 amend-
ment to Section 302A-425, HRS, clearly defines the
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c.  Regulate agents and require them to obrain permics

from the departmeng

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

~

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

f. Require schools to list the names of certified faculry 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.  Certities massage school instructors and issues tempo-

rary certificates in a timely manner;

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

d. Mainuins orderly and complete licensing files.

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 cos-
metology schools.

*  Certitication requirements are also required of massage
and acupuncture practitioners by boards administered

by DCCA.

The department believes that the Legislature does nor allocate
sufficient resources to fully carry out the recommendarions 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.

Report Tille:  Management Audit of the Department of Human Services

Report No.: 97-18

RECOMMENDATIONS

The governor should charge the director of human services
with the responsibility for ensuring thac 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
The governor reports that although the department is faced
with staffing constraints and limired resources, the depart-

ment is continually striving to make improvements.

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

The Administrative Management Services Office has no swff
because it is waiting for positions to be approved. Thus, the
office is nor able to assume administrative oversight of the

continued on page 25-













































































