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March 28, 2014

Ms. Jan Yamane, Acting State Auditor
Office of the Auditor

State of Hawaii

Board of Education

State of Hawaii, Department of Education

Dear Ms. Yamane and the Board of Education:

This is our report on the financial audit of the Department of Education of the State of
Hawaii (DOE) as of and for the fiscal year ended June 30, 2013. Our audit was conducted
in accordance with the terms of our contract with the Office of the Auditor, State of Hawaii
and with the requirements of the U.S. Office of Management and Budget (OMB) Circular
A-133, Audits of States, Local Governments, and Non-Profit Organizations, and the
Compliance Supplement for Single Audits of State and Local Governments.

OBJECTIVES OF THE AUDIT

The primary purpose of our audit was to form an opinion on the fairness of the
presentation of the DOE'’s basic financial statements as of and for the fiscal year ended
June 30, 2013, and to comply with the requirements of OMB Circular A-133, which
establishes audit requirements for state and local governments that receive federal
financial assistance. More specifically, the objectives of the audit were as follows:

1. To provide a basis for an opinion on the fairness of the DOE’s basic
financial statements and the schedule of expenditures of federal awards
as of and for the fiscal year ended June 30, 2013, in accordance with
accounting principles generally accepted in the United States of America.

2. To consider the DOE'’s internal control over financial reporting in order to
determine our auditing procedures for the purpose of expressing our
opinions on the basic financial statements.

3. To perform tests of the DOE’s compliance with laws, regulations,
contracts, and grants, including applicable provisions of the Hawaii Public
Procurement Code (Chapter 103D and 103F, Hawaii Revised Statutes),
that could have a direct and material effect on the determination of
financial statement amounts.

4, To consider the DOE’s internal control over compliance with requirements
that could have a direct and material effect on a major federal program in
order to determine our auditing procedures for the purpose of expressing
our opinion on compliance and to test and report on internal control over
compliance.
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5.

SCOPE OF THE AUDIT

To provide an opinion on the DOE’s compliance with applicable laws,
regulations, contracts, and grants that could have a direct and material
effect on each major program.

Our audit was conducted in accordance with auditing standards generally accepted in the
United States of America as prescribed by the American Institute of Certified Public
Accountants; Government Auditing Standards, issued by the Comptroller General of the
United States; and the provisions of OMB Circular A-133. The scope of our audit included
an examination of the transactions and accounting records of the DOE for the fiscal year

endedJune 30, 2013.

ORGANIZATION OF THE REPORT

This report is presented in six parts as follows:

Part |

Part Il

Part Il

Part IV

Part V

Part VI

The basic financial statements and related notes of the DOE as
of and for the fiscal year ended June 30, 2013, and our opinion
on the basic financial statements and supplementary
information.

Our report on internal control over financial reporting and on
compliance and other matters.

Our report on compliance with requirements that could have a
direct and material effect on each major program and on internal
control over compliance.

The schedule of findings and questioned costs.

Corrective action plan as provided by the Department of
Education, State of Hawaii.

The summary schedule of prior audit findings.

We wish to express our sincere appreciation for the excellent cooperation and assistance
extended by the officers and staff of the DOE.

Sincerely,

N&K CPAs, Inc.

Brian Isobe
Principal
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INDEPENDENT AUDITORS’ REPORT

To the Auditor

State of Hawaii

Board of Education

State of Hawaii, Department of Education

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities,
each major fund, and the aggregate remaining fund information of the Department of
Education of the State of Hawaii (DOE), as of and for the fiscal year ended June 30,
2013, and the related notes to the financial statements, which collectively comprise the
DOE'’s basic financial statements as listed in the foregoing table of contents.

Management’'s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United
States of America; this includes the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our
audit. We did not audit the financial statements of the Public Charter Schools which
represent 9%, 16%, and 3% respectively, of the total assets, fund balances, and
revenues of the DOE’s governmental funds. Those financial statements were audited by
other auditors whose reports have been furnished to us, and our opinions, insofar as it
relates to the amounts included for the DOE, is based on the reports of the other
auditors. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
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auditors’ judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. Accordingly, we express no such
opinion. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinions.

Opinions

In our opinion, based on our audits and the report of the other auditors, the financial
statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate
remaining fund information of the DOE, as of June 30, 2013, and the respective
changes in financial position, where applicable, the respective budgetary comparison for
the General Fund and Federal Fund for the fiscal year then ended in conformity with
accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note A, the financial statements of the DOE are intended to present the
financial position and the changes in financial position, where applicable, of only that
portion of the governmental activities, each major fund, and the aggregate remaining
fund information of the State of Hawaii that is attributable to the transactions of the
DOE. They do not purport to, and do not, present fairly the financial position of the State
of Hawaii as of June 30, 2013, and the changes in its financial position, where
applicable, for the fiscal year then ended in conformity with accounting principles
generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that
the management’s discussion and analysis on pages 10 - 16 be presented to
supplement the basic financial statements. Such information, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards
Board who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We
have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the

8
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information and comparing the information for consistency with management’'s
responses to our inquiries, the basic financial statements, and other knowledge we
obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do
not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the DOE'’s basic financial statements. The schedule of
expenditures of federal awards as required by Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, is
presented for purposes of additional analysis and is not a required part of the basic
financial statements.

The schedule of expenditures of federal awards is the responsibility of management and
was derived from and relates directly to the underlying accounting and other records
used to prepare the basic financial statements. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United
States of America by us and other auditors. In our opinion, based on our audit, the
procedures performed as described above, and the reports of other auditors, the
schedule of expenditures of federal awards is fairly stated, in all material respects, in
relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report
dated March 28, 2014, on our consideration of the DOE’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal
control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering the
DOE’s internal control over financial reporting and compliance.

N CFAs, nze.

Honolulu, Hawaii
March 28, 2014



Department of Education
State of Hawaii
MANAGEMENT'S DISCUSSION AND ANALYSIS
Fiscal Year Ended June 30, 2013

As management of the Department of Education of the State of Hawaii (the
Department) we offer readers this narrative overview and analysis of the financial
activities of the Department for the fiscal year ended June 30, 2013. We encourage
readers to consider the information presented here in conjunction with the accompanying
basic financial statements and notes to enhance their understanding of the Department’s
financial performance.

The basic financial statements represent the combination of Department of Education
(DOE), the Hawaii State Public Library System (HSPLS), and the Public Charter
Schools (PCS) where the DOE prepares entries, based on information provided by the
HSPLS and PCS, to combine financial data for the three units, in aggregate known as
the Department. The fiscal and oversight authority for the DOE, Library and PCS are
managed independently. The DOE has determined that the PCS balances are
significant, but not material, and relies on financial information which have been audited
by a third-party and coordinated by the PCS.

FINANCIAL HIGHLIGHTS

Key government-wide financial highlights for fiscal year ended June 30, 2013 (FY 2013)
compared to the prior fiscal year ended June 30, 2012 (FY 2012) are follows:

e Total FY 2013 revenues were $2.404 bhillion, an increase of 23% or $443 million
from $1.961 billion in FY 2012.

e Total FY 2013 expenses were $2.354 billion, an increase of 1% or $26 million
from $2.328 billion in FY 2012.

e Of the total FY 2013 expenses of $2.355 billion, 94% or $2.205 billion was spent
for school-related activities. Of the total FY 2012 expenses of $2.328 billion, 93%
or $2.160 billion was spent for school-related activities.

e Total assets exceeded liabilities as of June 30, 2013 by $1.370 billion (net
position), compared to $1.280 billion as of June 30, 2012, an increase of 7%.

e Capital assets, net of accumulated depreciation, comprised 97% and 93% of total
net position as of June 30, 2013 and 2012, respectively.
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Department of Education
State of Hawaii
MANAGEMENT'’S DISCUSSION AND ANALYSIS (Continued)
Fiscal Year Ended June 30, 2013

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

The Department’s basic financial statements which are comprised of three components:
(1) government-wide financial statements, (2) fund financial statements, and (3) notes to
the basic financial statements.

Government-wide financial statements - These statements provide a broad
overview of the Department’'s finances, in a manner similar to a private sector
business.

The statement of net position presents information on all of the Department’s
assets and liabilities, with the difference between the two reported as net
position. Over time, increases or decreases in net position may serve as a useful
indicator of whether the financial position of the Department is improving or
deteriorating.

The statement of activities presents information showing how the Department’s
net position changed during the fiscal year. All changes in net position are
reported as soon as the underlying event giving rise to the change occurs,
regardless of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will only result in cash flows in
future fiscal periods.

Fund financial statements - A fund is a grouping of related accounts that is used
to maintain control over resources that have been segregated for specific
activities or objectives. The Department has two types of funds: governmental
funds and fiduciary funds.

Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements.
However, the governmental funds financial statements focus on near-term
inflows and outflows of spendable resources, as well as on the balances of
spendable resources available at the end of the fiscal year. Such information
may be useful in evaluating the Department’s near-term financial position. The
Department presents four major funds in the fund financial statements: (1)
General Fund, (2) Federal Fund, (3) Capital Projects Fund, and (4) Other Fund.

The Department has an annual appropriated budget for its general and federal
funds. A budgetary comparison schedule has been provided for these funds to
demonstrate compliance with the budget.

Fiduciary funds are used to account for resources held for the benefit of parties
outside the Department. The Department reports on agency funds (or local

11



Department of Education
State of Hawaii
MANAGEMENT'’S DISCUSSION AND ANALYSIS (Continued)
Fiscal Year Ended June 30, 2013

school funds as the term is are used in the schools), which are held in a custodial
capacity for students’ school activities that take place outside of the formal class
period and are not requirements for class work or credit. Fiduciary funds are not
reflected in the government-wide financial statements because the resources of
those funds are not available to support the Department’s programs.

e Notes to Basic Financial Statements - The notes to basic financial statements

provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

The following discussion highlights management’s understanding of the key aspects of
the Department’s financial activities.

12



Department of Education
State of Hawaii
MANAGEMENT'’S DISCUSSION AND ANALYSIS (Continued)
Fiscal Year Ended June 30, 2013

Exhibit A-1
Government-Wide Statements of Net Position
Fiscal years 2013 and 2012
(Amounts in millions)

2013 - 2012
Governmental activities Increase Percentage
2013 2012 (decrease) change
Assets:
Current $ 430.0 428.0 2.0 - %
Noncurrent (capital assets, net
of depreciation ~1331.0 1,195.7 135.3 11 %
Total assets $ 1,761.0 1,623.7 137.3 8 %
Liabilities:
Current $ 283.5 253.1 30.4 12 %
Noncurrent 107.3 90.7 16.6 18 %
Total liabilities 390.8 343.8 47.0 14 %
Net position:
Investment in capital assets 1,330.9 1,195.6 135.3 11 %
Restricted 31.7 - 31.7 100 %
Unrestricted 7.6 84.3 (76.7) (91) %
Total net position 1,370.2 1,279.9 90.3 7 %
Total liabilities
and net position $ _1,761.0 1,623.7 137.3 8 %

Overall Financial Position - The Department’s overall net position has increased as of
June 30, 2013 compared to the prior fiscal year-end. The Department’s largest portion
of net position is investment in capital assets (e.g., land, buildings, equipment), which
are unavailable for future spending. The Department's unrestricted portion of net
position portion is available for future use to provide program services. Total
government-wide net position increased by $90.3 million, or 7%, primarily due to an

increased investment in capital assets.
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Department of Education
State of Hawaii
MANAGEMENT'’S DISCUSSION AND ANALYSIS (Continued)
Fiscal Year Ended June 30, 2013

Exhibit A-2
Government-Wide Changes of Net Position
Fiscal years 2013 and 2012
(Amounts in millions)

2013 - 2012
Governmental activities Increase Percentage
2013 2012 (decrease) change
Revenues:
Program revenues: $ 56.0 65.8 (9.8) (15) %

Charges for services
Operating grants and
contributions 334.5 305.1 29.4 10 %
General revenues:
State allotted appropriations,

net of lapses 1,578.9 1,590.4 (11.5) (1) %
Non-imposed employee
wages and fringe benefits 434.4 -- 434.4 100 %
Unrestricted investment
earnings 01 0.1 -- - %
Total $ 2,403.9 1,961.4 442.5 23 %
Transfers, net 40.9 399.6 (358.7) (90) %
Expenses:
School-related 2,205.0 2,159.6 45.4 2 %
State and complex area
administration 60.4 52.1 8.3 16 %
Public libraries 49.7 46.3 34 7 %
Capital outlay 39.4 70.2 (30.8) (44) %
Total 2,354.5 2,328.2 26.3 1 %

&«

Change in net position 90.3 32.8 57.5 175 %

Overall Results of Operations - The Department’s results of operations for FY 2013
have resulted in an increase in net position of $90.3 million, which is fairly consistent to
the increase in net position of $32.8 million for the prior FY 2012. Total FY 2013
expenses were $2.354 billion, a decrease of 1% or $26 million from $2.328 billion in
FY 2012.
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Department of Education
State of Hawaii
MANAGEMENT'’S DISCUSSION AND ANALYSIS (Continued)
Fiscal Year Ended June 30, 2013

GOVERNMENTAL FUND FINANCIAL ANALYSIS

Within the governmental fund financial statements, although the overall net change in
fund balance for FY 2013 was a deficit of $30.6 million, the total overall fund balance for
the governmental funds as of June 30, 2013 was a positive $177.8 million.

General Fund Budget Results - The Department was appropriated general funds of
$1.438 billion in FY 2013. Decreases of “Final” compared to “Original” budgeted
amounts as reported on the Statements of Revenues and Expenditures - Budget and
Actual (Budgetary Basis) - General Fund are primarily due to legislative appropriations
due to collective bargaining compensation changes, as well as budget restrictions
placed by the Governor.

For the General Fund, the Department is allowed to carry over up to 5% of any
appropriation at the end of the fiscal year. Carryover funds enable schools to make
long-range fiscal plans, save for major purchases for which single-year funding may not
be sufficient, and provide funds to start the next school year. Under the DOE’s single-
school calendar, schools start their school year in July statewide, within weeks of the
beginning of the fiscal year. For the fiscal year ended June 30, 2013, general funds
carried over totaled $28.4 million, representing 2% of general fund appropriations.

Federal Fund Budget Results - The Department received $16.6 million more federal
funds than it expended during FY 2013; this merely reflects the timing of expenditures
versus federal cash that may have been received during the fiscal year.

AGENCY FUNDS

Agency funds, or “local school funds,” are held for students in a custodial capacity and
do not require deposit into the State Treasury. The fund contains monies collected and
maintained by schools for students. Examples include yearbook, newspaper fund,
student government dues, physical education uniform sales, and excursions. The funds
are used for school activities that take place outside formal class periods and are not
required for class work or credit. Agency fund due to the students and others was
$24.0 million in FY 2013 representing a 2% decrease from the prior fiscal year balance
of $24.5 million.

CAPITAL ASSETS

The Department’s capital improvement program strives to provide and maintain facilities
that are well-placed, sufficient in number, flexible, functional, and creatively designed to
accommodate population changes, support educational programs, and promote health
and safety of students, employee, and the public.
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Department of Education
State of Hawaii
MANAGEMENT'’S DISCUSSION AND ANALYSIS (Continued)
Fiscal Year Ended June 30, 2013

The Department’s capital assets as of June 30, 2013 amounted to $1.3 billion (net of
accumulated depreciation of $1.4 billion), an increase of $135.3 million. Depreciation
expense for FY 2013 amounted to $85.2 million.

The Department is committed under contracts awarded and orders placed for
construction, repairs and maintenance, and related expenses. These commitments
amounted to approximately $284.6 million as of June 30, 2013.

Additional information on the Department’s capital assets and construction contract
commitments can be found in Note E and Note L to the basic financial statement.

REQUESTS FOR INFORMATION

Questions concerning any of the information provided in this report or request for additional
financial information should be addressed to the Office of the Fiscal Services, Department of
Education, P.O. Box 2360, Honolulu, Hawaii 96804. General information about the
Department can be found at the Department’s website, www.hawaiipublicschools.org.
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Department of Education
State of Hawaii
STATEMENT OF NET POSITION
June 30, 2013

ASSETS

Current assets
Cash
Receivables
Due from federal government
Due from other agencies
Accounts receivable

Total current assets

Capital assets, net of accumulated depreciation
Total assets

LIABILITIES AND NET POSITION

Current liabilities
Vouchers and contracts payable
Accrued wages and employee benefits
Accrued compensated absences
Workers' compensation claims reserve
Due to State of Hawaii general fund

Total current liabilities

Accrued compensated absences, less current portion
Workers' compensation claims reserve, less current portion

Total liabilities

Net position
Invested in capital assets
Restricted
Unrestricted

Total net position

Total liabilities and net position

See accompanying notes to the basic financial statements.
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Governmental
Activities

$ 379,034,920

38,839,223
835,146
11,324,119

430,033,408

1,330,977,433

$ _1,761,010,841

$ 128,055,286
119,145,815
17,714,043
13,561,629
5,000,000

283,476,773

49,466,700
57,815,365

390,758,838

1,330,977,433
31,697,122
7,577,448

1,370,252,003

$ _1.761,010,841
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Governmental activities:
School-related
State and complex area administration
Public libraries
Capital outlay

Total governmental activities

General revenues:
State allotted appropriations, net of lapses
Nonimposed employee wages and fringe benefits
Unrestricted investment earnings

Total general revenues

Other financing sources (uses):
Transfers in
Transfers out

Net transfers
Change in net position
Net position at June 30, 2012

Net position at June 30, 2013

Department of Education
State of Hawaii
STATEMENT OF ACTIVITIES
Fiscal Year Ended June 30, 2013

Expenses

Program revenues

Charges
for services

Operating
grants and
contributions

Net revenue
(expenses)
and change
in net assets

Governmental
activities

$

$

2,204,962,159
60,373,465
49,735,669
39,411,810

2,354,483,103

53,163,186
695,105
2,095,038

55,953,329

$ 329,797,706
2,863,150
1,839,235

$

(1,822,001,267)
(56,815,210)
(45,801,396)
(39,411,810)

$ 334,500,091

See accompanying notes to the basic financial statements.

(1,964,029,683)

1,578,937,553
434,406,584
112,803

2,013,456,940

43,326,467
(2,451,862)

40,874,605

90,301,862

1,279,950,141

1,370,252,003




Department of Education

State of Hawaii
BALANCE SHEET

GOVERNMENTAL FUNDS

June 30, 2013

Capital
General Federal Projects Other Total
ASSETS
Cash and cash equivalents $ 142,347,779 $ 148,825,025 $ 14,134,033 $ 73,728,083 $ 379,034,920
Receivables
Due from federal government - 38,839,223 - - 38,839,223
Due from other agencies - - - 835,146 835,146
Accounts receivable - - - 11,324,119 11,324,119
Total assets $ 142347779 ¢ 187,664,248 ¢ 14,134,033 $ 85,887,348 $ 430,033,408
LIABILITIES AND FUND BALANCES (DEFICITS)
LIABILITIES
Vouchers and contracts payable  $ 45,132,798 $ 19,430,037 $ 58,667,009 $ 4825392 $ 128,055,286
Accrued wages and employee
employee benefits payable 110,325,379 6,583,202 248,525 1,988,709 119,145,815
Due to State general fund 5,000,000 -- -- - 5,000,000
Total liabilities 160,458,177 26,013,239 58,915,584 6,814,101 252,201,101
FUND BALANCES (DEFICITS)
Restricted - 31,697,122 - - 31,697,122
Committed - - - 79,073,247 79,073,247
Assigned - 129,953,887 - - 129,953,887
Unassigned (18,110,398) - (44,781,551) - (62,891,949)
Total fund balances (deficits) (18,110,398) 161,651,009 (44,781,551) 79,073,247 177,832,307
Total liabilities and fund balances
(deficits) $ 142347779 $ 187,664,248 $ 14,134,033 $ 85,887,348 $ 430,033,408

See accompanying notes to the basic financial statements.
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Department of Education

State of Hawaii

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION

June 30, 2013

Total fund balances - governmental funds

Amounts reported for governmental

activities in the statement of net
position are different because:

Capital assets used in governmental
activities are not financial resources
and, therefore, are not reported in the
governmental funds.

Capital Assets
Governmental capital assets
Less accumulated depreciation

Accrued compensated absences are not
due in the current period and therefore
are not reported in the governmental funds.

Accrued workers' compensation liability
is not due in the current period and,
therefore, is not reported in the funds.

Net position of governmental activities

$ 177,832,307

$ 2,695,355,993

(1,364,378,560) 1,330,977,433

(67,180,743)

(71,376,994)

$ 1,370,252,003

See accompanying notes to the basic financial statements.
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Department of Education
State of Hawaii

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
Fiscal Year Ended June 30, 2013

Capital
General Federal Projects Other Total
REVENUES
State allotments, net $ 1,420377,798 $ - $ 151,644,077 $ 6915678 $ 1,578,937,553
Nonimposed employee wages and
fringe benefits 434,406,584 - - - 434,406,584
Intergovernmental revenues - 325,752,644 - 1,230,699 326,983,343
Other revenues - - - 63,582,880 63,582,880
1,854,784,382 325,752,644 151,644,077 71,729,257 2,403,910,360
EXPENDITURES
School-related 1,766,697,820 293,723,422 - 74,679,955 2,135,101,197
State and complex area administration 55,277,530 3,507,398 - 776,541 59,561,469
Public libraries 34,697,418 1,276,547 - 1,745,657 37,719,622
Capital outlay 1,165,601 498,008 198,734,191 567,503 200,965,303
1,857,838,369 299,005,375 198,734,191 77,769,656 2,433,347,591
EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES (3,053,987) 26,747,269 (47,090,114) (6,040,399) (29,437,231)
OTHER FINANCING SOURCES (USES)
Transfers in - - - 1,241,843 1,241,843
Transfers out - (1,241,842) (1,210,020) - (2,451,862)
Net transfers -- (1,241,842) (1,210,020) 1,241,843 (1,210,019)
NET CHANGE IN FUND BALANCES
(DEFICITS) (3,053,987) 25,505,427 (48,300,134) (4,798,556) (30,647,250)
FUND BALANCES (DEFICIT) AT
JULY 1, 2012 (15,056,411) 136,145,582 3,518,583 83,871,803 208,479,557
FUND BALANCES (DEFICIT) AT
JUNE 30, 2013 $ (18,110,398) $ 161,651,009 $ (44,781551) $ 79,073,247 $ 177,832,307

See accompanying notes to the basic financial statements.
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Department of Education
State of Hawaii
RECONCILIATION OF THE CHANGE IN FUND BALANCES OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
Fiscal Year Ended June 30, 2013

$  (30,647,250)

Net change in fund balances - total government funds

Amounts reported for governmental activities in the statement
of activities are different because:

Governmental funds report capital outlays as expenditures.
However, in the statement of activities the cost of those
assets are depreciated over their estimated useful lives

as depreciation expense.
$ 222,171,022

Expenditures for capital assets
Loss on disposal of capital assets (1,679,089)
(85,182,061) 135,309,872

Less current fiscal year depreciation

Change in compensated absences reported in the
statement of activities do not require the use of current
financial resources and therefore are not reported
(2,995,596)

as expenditures in governmental funds

Change in workers' compensation liability reported in the
statement of activities does not require the use of current
financial resources and, therefore, is not reported as
(11,365,164)

expenditures in governmental funds
$ 90,301,862

Change in net position of governmental activities

See accompanying notes to the basic financial statements.
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Department of Education
State of Hawaii
STATEMENT OF REVENUES AND EXPEN