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Mr. Hakim Ouansafi

Executive Director
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Dear Mr. Ouansafi:

This is our report on the financial audit of the Hawaii Public Housing Authority (Authority) as of and for
the fiscal year ended June 30, 2022. Our audit was performed in accordance with the terms of our
contract with the State of Hawaii and with the requirements of Title 2 U.S. Code of Federal Regulations
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (Uniform Guidance).

OBJECTIVES OF THE AUDIT

The primary purpose of our audit was to form an opinion on the fairness of the presentation of the
Authority’s basic financial statements as of and for the fiscal year ended June 30, 2022, and to comply
with the requirements of the Uniform Guidance. The objectives of the audit were as follows:

1. To provide a basis for an opinion on the fairness of the presentation of the Authority’s basic
financial statements.

2. To determine whether expenditures and other disbursements have been made and all
revenues and other receipts to which the Authority is entitled have been collected and
accounted for in accordance with the laws, rules and regulations, and policies and
procedures of the State of Hawaii and the federal government.

3. To determine whether the Authority has established sufficient internal controls to properly
manage federal financial assistance programs and to comply with the applicable laws and
regulations.

4. To determine whether the Authority has complied with the laws and regulations that may
have a material effect on the basic financial statements and on its major federal financial
assistance programs.



SCOPE OF THE AUDIT

Our audit was performed 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 the Uniform
Guidance. The scope of our audit included an examination of the transactions and accounting records of
the Authority as of and for the fiscal year ended June 30, 2022.

ORGANIZATION OF THE REPORT
This report is presented in five parts as follows:
« Partl - The basic financial statements and related notes of the Authority as

of and for the fiscal year ended June 30, 2022, and our opinion
on the basic financial statements.

 Partll — Our report on internal control over financial reporting
and compliance and other matters.
e PartIIl — Our report on compliance for each major program; internal control
over compliance; and report on schedule of expenditures of federal awards
* PartlV - The schedule of findings and questioned costs.
e PartV - 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 Authority.

Sincerely,

Crptad

Peter Hanashiro
Partner
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PART 1

FINANCIAL SECTION



Independent Auditor’s Report

The Auditor
State of Hawaii

Board of Directors
Hawaii Public Housing Authority:

Report on the Audit of the Financial Statements

Opinions

We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the Hawaii Public Housing Authority
(Authority), as of and for the year ended June 30, 2022, and the related notes to the financial statements,
which collectively comprise the Authority’s basic financial statements as listed in the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the Authority, as of June 30, 2022, and the
respective changes in financial position, and, where applicable, cash flows thereof for the year then ended
in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States (Government Auditing Standards). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit
of the Financial Statements section of our report. We are required to be independent of the Authority and
to meet our ethical responsibilities, in accordance with the relevant ethical requirements relating to our
audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions.



Emphasis of Matter

As discussed in Note 1, the financial statements of the Authority are intended to present the financial
position, changes in financial position and cash flows, where applicable, of only that portion of the
governmental activities, business-type activities, each major fund, and the aggregate other fund
information of the State of Hawaii that is attributable to the transactions of the Authority. They do not
purport to, and do not, present fairly the financial position of the State of Hawaii as of June 30, 2022, and
the changes in its financial position and cash flows, where applicable, for the year then ended in
conformity with accounting principles generally accepted in the United States of America. Our opinion is
not modified with respect to this matter.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the Authority’s ability to continue
as a going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS and Government Auditing
Standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting in error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would
influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we

- Exercise professional judgment and maintain professional skepticism throughout the audit.



- Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statements.

- Obtain an understanding of internal control relevant to the audit 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 Authority’s internal control. Accordingly, no such opinion is
expressed.

- Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

- Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Authority’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis on pages 10 through 30, the Budgetary Comparison schedules, Schedule of the
Authority’s Proportionate Share of the Net Pension Liability, Schedule of the Authority’s Pension
Contributions, Schedule of the Authority’s Proportionate Share of the Changes in Net Other Post
Employment Benefits (OPEB) Liability and Related Ratios and Schedule of the Authority’s OPEB
Contributions on pages 95 to 103 be presented to supplement the basic financial statements. Such
information is the responsibility of management and, 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 GAAS, which consisted of inquiries of management about the methods of preparing
the 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.



Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Authority’s basic financial statements. The accompanying Financial Data Schedule on pages
107 — 112 is presented for purposes of additional analysis and is not a required part of the basic financial
statements. The Financial Data Schedule 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. The 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 GAAS. In our opinion, the Financial Data Schedule 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 16, 2023
on our consideration of the Authority’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 Authority’s internal control over
financial reporting and compliance.

Kmy ALP
KMH LLP

Honolulu, Hawaii
December 7, 2022



Hawaii Public Housing Authority

Management Discussion and Analysis
June 30, 2022

The Management Discussion and Analysis (MD&A) provides the highlights of the Hawaii Public
Housing Authority’s (HPHA) financial performance for the fiscal year ended June 30, 2022. The MD&A
is designed to: 1) focus on significant financial issues; 2) review the HPHA’s financial activity;
3) highlight changes in the HPHA’s financial position (its ability to address the next and subsequent year
challenges); and 4) identify individual fund issues or concerns. Since the MD&A is designed to focus on
the financial activities of the HPHA for the fiscal year ended June 30, 2022, readers should review this in
conjunction with the financial statements that follow.

INTRODUCTION

The HPHA is a full service agency attached to the State’s Department of Human Services for
“administrative purposes only”. The HPHA’s Board of Directors consists of eleven members, of whom
nine are public members appointed by the Governor. Public members are appointed from each of the
counties of Honolulu, Hawaii, Maui, and Kauai. One of the public members must be an advocate for low-
income or homeless persons. Another one must be a person with a disability or an advocate for persons
with disabilities. As required by federal statutes, at least one Board Director shall be a person who is
directly assisted by the authority under the federal low-rent public housing or federal Housing Choice
Voucher (section 8) program while serving on the board. The Director of the Department of Human
Services and the Governor’s designee are ex-officio voting members. All HPHA board actions are taken
by the affirmative vote of at least six members.

During the audited period of July 1, 2021 to June 30, 2022, the HPHA administered the following
programs:

e Federal Public Housing Programs
The HPHA administered 5,078 federal public housing units statewide with funds received from
the United States Department of Housing and Urban Development (HUD). The 5,078 housing
units consist of 15 Asset Management Projects (AMPs) under HUD and 71 housing projects
under the HPHA’s management.

e State Public Housing Programs
The HPHA administered over 864 state public housing family units developed with State funds,
which include 6 family housing and 4 elderly housing projects.

e Federal and State Rent Subsidy Programs
The HPHA administered federally funded rental assistance programs including Section 8 Housing
Choice Voucher Program, Veterans Affairs Supportive Housing Program, Non-Elder Disabled
Voucher Program, Foster Youth to Independence Program, Mainstream Voucher Program, and
Emergency Housing Voucher Program. The HPHA also administered a State funded rental
assistance program. These programs subsidize monthly rental payments to qualified households.
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Hawaii Public Housing Authority

Management Discussion and Analysis
June 30, 2022

Federal Rental Assistance Program

HPHA managed a Special Allocation Program which administered a Performance Based Contract
Administration program under a contract with the federal government through a subcontractor,
Du & Associates.

FINANCIAL HIGHLIGHTS

o At the close of the fiscal year, the assets and deferred outflows of resources of the HPHA exceeded its
liabilities and deferred inflows of resources by $463.31 million. Of this amount, $367.29 million was
invested in capital assets. (As detailed on Government-Wide Statement of Net Position, pages 31 and

32).

e The HPHA’s government wide net position increased by $5.61 million. The change is a result of the
following governmental and business-type activities:

Governmental activities — an increase of $7.86 million in net position is affected by State allotted
appropriations of $22.33 million (net of lapsed funds of $0.86 million) and net transfers of $15.93
million (capital expenditure/outlay of $12.21 million and operating transfers of $3.72 million to
Business-type activities) (as detailed on Government-Wide Statement of Activities, page 33).

Business-type activities — a decrease in net position of $2.25 million (as detailed on Government-
Wide Statement of Activities, page 33) is due to capital contributions of $12.21 million and
operating transfers-in of $3.72 million from Governmental activities, offset by a loss before
transfers of $18.18 million.

$12.21 million of capital contributions is the Capital Project fund (as detailed on
Governmental Funds Statement of Revenues, Expenditures, and Changes in Fund
Balances, page 36) expended for the benefit of business-type activities.

$3.72 million of operating transfers-in consists of: $2.00 million for operating expenses
of the State rental housing programs and $1.72 million for federal low rent program’s
security services and utilities (as detailed on Proprietary Funds, Statement of Revenues,
Expenses, and Changes in Net Position, pages 41 and 42).
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Hawaii Public Housing Authority

Management Discussion and Analysis
June 30, 2022

$18.18 million of loss before transfers is because the revenues are insufficient to support
the operating expenses. It decreased $13.66 million in comparison to the previous fiscal
year’s loss before transfers of $31.84 million. The loss reduction is primarily due to $2.51
million lower repair and maintenance costs, $6.18 million lower personnel services
expenses, $1.87 million lower depreciation and amortization expenses, and $2.44 million
higher operating revenues (as detailed on Proprietary Funds, Statement of Revenues,
Expenses and Changes in Net Position, pages 41 and 42).

OVERVIEW OF FINANCIAL STATEMENTS

The HPHA'’s financial statements comprise of three components:

1) Government-wide financial statements;
2) Governmental fund financial statements; and
3) Proprietary fund financial statements.

Supplemental information in addition to the financial statements is provided. The financial statements
summarize the financial transactions in fiscal year 2022.

Government-wide Financial Statements: The government-wide financial statements are designed to
provide readers with a broad overview of the HPHA’s finances in a manner like a private-sector business.
The two government-wide financial statements — Statement of Net Position and the Statement of Activities
provide both long-term and short-term information about the HPHA’s overall financial status.

The Statement of Net Position presents information of HPHA’s assets, deferred outflows of resources,
liabilities, deferred inflows of resources and net position. The statement displays the financial position of
the HPHA. Over time, increases or decreases in net position may serve as an indicator of whether the
HPHA'’s financial position is improving or deteriorating.

The Statement of Activities shows how the HPHA’s net position changed as a result of the current year’s
financial activities. The statement is prepared with an accrual basis of accounting method. All revenues
and expenses are recorded and reported when a transaction occurs rather than when payment is received
or made.
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Hawaii Public Housing Authority

Management Discussion and Analysis
June 30, 2022

The government-wide financial statements of the HPHA consist of two categories:

- Governmental activities. The activities in this category are primarily supported by State
appropriations and by HUD contributions, and focus on money flow into and out of those funds
and the balances left at year-end. The governmental funds statements — the Balance Sheet and the
Statement of Revenues, Expenditures and Changes in Fund Balances — are reported using the
current financial resources measurement focus and the modified accrual basis of accounting. The
governmental fund statements provide a detailed short-term view to help determine whether there
are more or fewer financial resources to finance the HPHA’s programs. Because this information
does not encompass the additional long-term focus of the government-wide statements, additional
information is provided to explain the relationship (or differences) between them.

- Business-type activities. Business type activities (also referred to as “proprietary funds”) are
financed and operated in a manner similar to private business enterprises, where funding to
recover costs of providing goods and services to the general public is derived through user
charges. The business-type funds statements — the Statement of Net Position and the Statement of
Revenues, Expenses and Changes in Net Position are reported using an accrual basis of
accounting and the economic resources measurement focus.

Fund Financial Statements: The HPHA uses fund accounting to report on its financial position and
results of operations. A fund is a separate accounting entity with a self-balancing set of accounts. Fund
accounting is designed to demonstrate the legal compliance and to aid financial management by
segregating transactions related to certain government functions.

The financial activities of the HPHA are recorded in individual funds. Funds have been classified into
either a major or non-major fund. The criteria for determining “major” or “non-major” funds are
provided by Governmental Accounting Standards Board (GASB) Statement No. 34, Basic Financial
Statements - Management’s Discussion and Analysis for State and Local Governments. Major funds are
reported separately, while non-major funds are combined in a column in the fund financial statements.
Details for the non-major funds can be found in the Supplementary Information section.

Notes to the Financial Statements: Notes to the financial statements provide additional information

essential to a full understanding of the data provided in the government-wide and fund financial
statements.
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Hawaii Public Housing Authority

Management Discussion and Analysis

June 30, 2022

GOVERNMENT-WIDE FINANCIAL ANALYSIS

The following table was derived from the government-wide statement of net position.

Assets
Current & other assets
Capital assets
Other assets

Total Assets

Deferred Outflows of Resources

Total Assets & Deferred Outflows of Resources

Liabilities
Current & other liabilities
Long-term liabilities
Total Liabilities

Deferred Inflows of Resources

Net Position
Investment in capital assets, net of related debt
Restricted
Unrestricted

Total Net Position

Total Liabilities, Deferred Inflows of Resources
and Net Position

HAWAII PUBLIC HOUSING AUTHORITY

Condensed Statements of Net Position

June 30, 2022 and June 30, 2021
(In thousands of dollars)

Governmental Activities Business-Type Activities Total

2022 2021 2022 2021 2022 2021
$§ 81351 § 72856 $ 99,552 § 91,981 $ 180,903 § 164,837
3,651 3,806 363,636 371,362 367,287 375,168
- - 7,015 8,717 7,015 8,717
85,002 76,662 470,203 472,060 555,205 548,722
399 622 5,979 8,899 6,378 9,521
$ 85401 $ 77,284 $ 476,182 § 480,959 $ 561,583 § 558,243
$ 4872 § 4,296 $ 9,763 ' $ 8,958 $ 14635 § 13,254
4,960 5,891 67,611 77,879 72,571 83,770
9,832 10,187 77,374 86,837 87,206 97,024
808 195 10,257 3,322 11,065 3,517
3,651 3,806 363,636 371,362 367,287 375,168
1,294 207 - - 1,294 207
69,816 62,889 24,915 19,438 94,731 82,327
74,761 66,902 388,551 390,800 463,312 457,702
$§ 85401 § 77,284 $ 476,182 $ 480,959 $ 561,583 $§ 558,243
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Hawaii Public Housing Authority

Management Discussion and Analysis
June 30, 2022

Statement of Net Position

Net position may serve over time as a useful indicator of the HPHA’s financial position. At the close of
the fiscal year, the HPHA’s assets and deferred outflows of resources exceeded its liabilities and deferred
inflows of resources by $463.31 million, $367.29 million of net assets was invested in capital assets. As
discussed in the financial highlights, net position increased by $5.61 million during the fiscal period (as
detailed on Government-Wide Statement of Net Position and Statement of Activities, pages 31 to 33).

Of the HPHA’s total assets and deferred outflows of resources, $367.29 million (or 65%) represents
capital assets. Cash and Due from the State of Hawaii in the amount of $177.80 million comprise 32% of
total assets and deferred outflows of resources. The rest of $16.49 million, or 3% of total assets and
deferred outflows of resources are Receivables and Deferred Outflows of Resources (as presented in the
detailed Government-Wide Statement of Net Position, page 31). $70.25 million of Due from the State of
Hawaii represents available State allotted appropriations designated for capital improvement projects.
Net position at the end of the previous fiscal year had a similar composition of which the majority of total
assets and deferred outflows of resources was capital assets.

Accounts payable and accrued current liabilities of $12.25 million comprise 84% of the HPHA’s total
current liabilities (as detailed in the Government-Wide Statement of Net Position, page 32). Long term
liabilities decreased by $11.20 million from the previous year mainly due to lower pension and OPEB
liabilities. Total long-term liabilities and deferred inflows of resources were $83.64 million, or 85% of
total liabilities and deferred inflows of resources, as compared to $87.29 million and 87% in fiscal year
2021.
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Hawaii Public Housing Authority

Management Discussion and Analysis
June 30, 2022

The following financial information was derived from the government-wide statement of activities.

HAWAII PUBLIC HOUSING AUTHORITY
Government-Wide Statements of Activities
Years Ended June 30, 2022 and June 30, 2021
(In thousands of dollars)

Governmental Activities Business-Type Activities Eliination Total
2022 2021 2022 2021 2022 2021 2022 2021
Revenues
Program Revenues:
Charges for services $ 669 $ 550 $ 26930 $ 24489 $ (1,304) $ (944) $ 26,295 § 24,095
Operating grants & contributions 99,048 85,451 35,732 33,687 - - 134,780 119,138
Capital grants & contributions - - 3,915 5,863 - - 3,915 5,863
Other income 1 1 53 206 - - 54 207
General Revenues:
State allotted appropriations, net of lapsed
funds 22,335 27,908 - - - - 22,335 27,908
Total Revenues 122,053 113,910 66,630 64,245 (1,304) (944) 188,683 178,155
Expenses
Governmental Activities
Rental housing assistance program 98,261 90,948 - - (1,304) (944) 96,957 90,004
Business-Type Activities
Rental assistance program - - 71,365 79,783 - - 71,365 79,783
Housing development program - - 10,849 11,272 - - 10,849 11,272
Other expenses - - 2,597 5,032 - - 2,597 5,032
Total government-wide expenses 98,261 90,948 84,811 96,087 (1,304) (944) 183,072 187,035
Excess (deficiency) of revenues over (under)
expenses 23,792 22,962 (18,181) (31,842) - - 5,611 (8,880)
Capital contributions (12,215) (9,676) 12,215 9,676 - - - -
Transfers (3,717) (3,996) 3,717 3,996 - - - -
CHANGES IN NET POSITION 7,860 9,290 (2,249) (18,170) - - 5,611 (8,380)
Net position, beginning of year 66,902 57,612 390,800 408,970 - - 457,702 466,582
Net position, end of year § 74762 § 66,902 $ 388,551 $ 390,800 $ - $ - $ 463,313 § 457,702
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Hawaii Public Housing Authority

Management Discussion and Analysis
June 30, 2022

Statement of Activities

Government-wide operating grants and contributions increased by $15.64 million, or 13% in the current
year from $119.14 million to $134.78 million. HUD capital grants decreased by $1.95 million in the
current year from $5.86 million to $3.91 million. HUD operating subsidies for federal public housing
program increased by $2.05 million or 6%, from $33.68 million in fiscal year 2021 to $35.73 million.
Business-type activities operating loss decreased by $13.81 million for the year to $18.24 million, from
prior year’s $32.05 million (as detailed in the Government — Wide Statement of Activities, page 33).

Governmental activities net position increased by $7.86 million from previous year's $66.90 million to
current year's $74.76 million. This increase is primarily due to $15.93 million of capital contributions and
operating transfers to other programs smaller than $22.34 million of State allotted appropriations, net of
lapsed funds (as detailed in Government-Wide Statement of Activities, page 33).

FINANCIAL ANALYSIS OF THE HPHA’S FUNDS
Governmental Funds

The focus of the HPHA’s governmental funds is to provide information on near-term inflows, outflows,
and balances of spendable resources. Such information is useful in assessing the HPHA’s ability to meet
its financing requirements. Unreserved fund balances may serve as a useful measure of the HPHA’s net
resources available for spending at the end of the fiscal year (as detailed in Governmental Funds,
Statement of Revenues, Expenditures and Changes in Fund Balance, page 36).

e At the end of the fiscal year, the balance of governmental funds was $76.48 million, an increase of
$7.92 million from the balance of $68.56 million at the end of fiscal year 2021. Of the $76.48 million
fund balance, $65.70 million or 86% was reserved for capital projects, (as detailed in Governmental
Funds, Balance Sheet, page 34 and Statement of Revenues, Expenditures and Changes in Fund
Balances, page 36).

e Under the General Fund, excess of revenues over expenditures at the end of the fiscal year was $4.03
million. During the fiscal year, $3.64 million of the General Fund was transferred out to support the
HPHA'’s business type activities (as detailed in Govermmental Funds, Statement of Revenues,
Expenditures and Changes in Fund Balances, page 36).

e The Capital Project Fund balance increased by $4.75 million, to $65.70 million from previous year's
$60.95 million (as detailed on Governmental Funds, Statement of Revenues, Expenditures, and
Changes in Fund Balances, page 36). The HPHA received allotted appropriations of $17.04 million
(net of lapsed fund of $0.86 million). Capital outlay was $12.21 million, and operating transfers out
was $0.08 million.
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Hawaii Public Housing Authority

Management Discussion and Analysis
June 30, 2022

e The fund balance of the Housing Assistance Voucher Program increased by $2.34 million, to $5.77
million because of an excess of revenues over expenditures.

e The Section 8 Contract Administration fund balance increased by $0.44 million to $4.04 million
because of an excess of revenues over expenditures.

Proprietary Funds

The HPHA’s proprietary funds provide the same type of information found in the government-wide
financial statements, but with more details.

e With the implementation of HUD’s Asset Management and Project Based Budgeting, the HPHA
established the HUD-mandated Central Office Cost Center (COCC) fund to account for costs related
to the general oversight of the programs and projects the HPHA administers, and other indirect and
administrative costs of the HPHA. The COCC fund charges fees to the HPHA’s various housing
programs for administrative services and general oversight.

e The loss before transfers (fund transfers from Governmental Funds) of Proprietary Funds was $18.18
million (Proprietary Funds, Statement of Revenues, Expenses and Changes in Net Position, pages 41
and 42), $13.66 million lower than the previous year’s loss of $31.84. The reduction of loss was
mainly because of $11.28 million lower operating expenses and $2.44 million higher operating
revenues.

e The COCC’s loss before transfers was $1.10 million (Proprietary Funds, Statement of Revenues,
Expenses and Changes in Net Position, pages 41 and 42), in comparison to previous year’s loss of
$3.93 million. The decline in loss was mainly because of a reduction of $3.27 million of operating
expenses. The COCC received $1.54 million of capital contributions during the year. The net position
increased $0.44 million to $(6.66) million from prior year’s $(7.10) million.

o The loss before transfers of the Federal Low Rent Program was $10.72 million, a decrease of $10.77
million compared to the previous year’s loss of $21.49 million. The reduction in losses was mainly
due to $2.25 million higher operating revenues and $8.42 million lower operating expenses
(Proprietary Funds, Statement of Revenues, Expenses and Changes in Net Position, pages 41 and 42).

e The State family housing program’s loss before transfers was $2.62 million, a decrease of $0.60
million compared to the previous year’s loss of $3.22 million. The reduction in loss was because
lower operational expenditures. The program received $2.35 million of capital contributions and
operating transfers from Governmental activities. The program’s net position reduced $0.27 million
to $18.75 million (Proprietary Funds, Statement of Revenues, Expenses and Changes in Net Position,
pages 41 and 42).
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e The loss before transfers of the State Elderly Housing program was $3.25 million in comparison to
the previous year’s loss of $3.08 million. The loss was a result of rental income being insufficient to
support the operational expenses. Due to capital contributions and operating funds transferred from
Governmental activities, the net position increased by $1.70 million to $37.25 million (Proprietary
Funds, Statement of Revenues, Expenses and Changes in Net Position, pages 41 and 42).

e Other Enterprise Funds loss before transfers amounted to $0.48 million (Proprietary Funds,
Statement of Revenues, Expenses and Changes in Net Positions, pages 41 and 42) compared to the
prior fiscal year loss of $0.13 million.

CAPITAL ASSETS AND DEBT ADMINISTRATION

The HPHA’s investment in capital assets for the fiscal year ended June 30, 2022 is $367.29 million (net
of related debt). This investment in capital assets includes land, buildings and improvements, equipment,
furniture, and fixtures, and construction in progress. (Detailed in Notes to the Financial Statements, #5)

HPHA Capital Assets
Years Ended June 30, 2022 and June 30, 2021
(In thousands of dollars)

Governmental Activities Business-Type Activities Total
2022 2021 2022 2021 2022 2021

Land $ 2373 § 2373 § 22966 § 22966 § 25339 § 25339
Buildings and improvements 15,325 15,325 786,853 771,927 802,178 787,252
Equipment 1,492 1,492 12,765 12,718 14,257 14,210
Right of use asset - - 178 - 178 -
Construction in progress - - 40,980 40,076 40,980 40,076

Total 19,190 19,190 863,742 847,687 882,932 866,877
Accumulated depreciation

and amortization (15,539) (15,385) (500,106) (476,326) (515,645) (491,711)

Total Capital Assets, net $ 3,651 § 3,805 $ 363,636 $§ 371,361 $ 367,287 § 375,166
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Major project outstanding balances in construction in progress at the end of FY2022

AMP 32 Mayor Wright Homes, Upgrade Electric Meters, Panels and Communication Boxes,
$0.88 million

AMP 32 Mayor Wright Homes, Redevelopment of Mayor Wrights, $0.30 million

AMP 34 Kalakaua Homes, Makua Alii and Paoakalani, Modernization of Elevators, $0.11
million

AMP 34 Makua Alii and Paoakalani, Design for Building and ADA Improvements, $0.60 million
AMP 34 Makua Alii and Paoakalani, Building and ADA Improvements, $4.45 million

AMP 34 Kalakaua Homes, Makua Alii and Paoakalani, Upgrade of Emergency Generators, $0.11
million

AMP 35 Punchbowl Homes, Design and Engineering for Exterior repair, Re-roofing, Site and
ADA Improvements, $0.80 million

AMP 35 Kalanihuia, Punchbowl Homes, Pumehana and Makamae, Modernization of Elevators,
$0.15 million

AMP 35 Kalanihuia and Makamae, Design for Re-roofing and Repairs, $0.21 million

AMP 35 Punchbowl Homes, Exterior repairs, Re-roofing, Site and ADA Improvements, $11.5
million

AMP 35 Kalanihuia and Makamae, Construction for Re-roofing and Repairs, $3.22 million

AMP 35 Kalanihuia and Pumehana, Design for Security Upgrades, $0.14 million

AMP 35 Kalanihuia and Pumehana, Construction for Security Upgrades, $1.35 million

AMP 37 Pomaikai (E), Hale Aloha O’Puna (E), Pahala Elderly (E), Site and Building
Improvements, $0.68 million

AMP 38 Kapaa, Design for Building and Site Improvements, $0.80 million

AMP 38 Kapaa, Construction for Building and Site Improvements, $0.40 million

AMP 39 Piilani Homes, Design for Site and Dwelling Improvements, $0.64 million

AMP 39 Piilani Homes, Construction for Site and Dwelling Improvements, $2.47 million

AMP 42 Hale Po’ai (E), Design for Site and Building Improvements, $0.58 million

AMP 42 Lai’ola, Roof Replacement and Exterior Concrete Spall Repairs, $0.15 million

AMP 42 Hale Po’ai (E), Construction for Site and Building Improvements, $4.17 million

AMP 43 Kaimaino, Design for Site and Building Improvements, $0.21 million

AMP 45 Hookipa Kahaluu, ADA and Site Improvements, $0.25 million

AMP 49 Wahiawa Terrace, Design for New Sewage Pump Station, $0.15 million

AMP 50 Palolo Valley Homes, Design for Modernization, $0.53 million

State low rent housing project (Fund 318) Puahala Homes, Design for Site and Building
Improvements, $0.96 million

Central Office Cost Center (Fund 181) Develop and furnish Tiny Homes under the Kauhale at
Kaleloa Pilot Project, $0.72 million

Central Office Cost Center (Fund 181) Renovation of Building 32 at Kaleloa Pilot Project, $1.1
million

Central Office Cost Center (Fund 181) School Street Redevelopment Project, $2.33 million
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CURRENTLY KNOWN FACTS, DECISIONS OR CONDITIONS

HPHA continues to hold title of the State-owned shelter facilities of the homeless program. During 2009
legislative session, S.B. bill No. 910 was enacted and required the transfer of the functions and duties of
the homeless program to the Department of Human Services effective July 1, 2010. Approximately
$22,000,000 of the net assets was transferred at that time.

HUD Funding provided pursuant to the Coronavirus Aid, Relief, and Economic Security Act
(CARES Act) (Public Law 116-136)

HPHA received $4,128,858 of the supplemental Public Housing Operating fund provided pursuant to the
CARES Act (Public Law 116-136) in May 2020. The fund had been expended for the COVID-19 related
costs and recognized as revenues of HUD operating subsidies under the Federal Low Rent Program
before the funding ended date on December 31, 2021. HUD conducted a CARES Act monitoring review
during the months of August and September 2022. The monitoring review resulted in zero finding, zero
observations, and zero recommendations.

HPHA received $538,838 of the supplemental HCV Program administrative fee funding provided
pursuant to CARES Act (Public Law 116-136) in May 2020, $707,968 of the 2™ round supplemental
HCV Program administrative fee funding in August 2020, and $1,030,609 Housing Assistance Payments
(HAP) Allocation from the CARES Act (Public Law 116-136) on November 1, 2020. All of the funds
had been expended for the COVID-19 related costs and recognized as revenues under Housing Choice
Vouchers Program before the funding ended date on December 31, 2021. HUD completed the review and
closed out the fund on October 27, 2022.

Pending Cases Re: Hawaii Public Housing Authority

Steven Rodrigues, as Personal Representative of the Estate of Iris Rodrigues-Kaikana, and in his
individual capacity vs. Corbit K. Ahn, Kamehameha IV Housing Project, Hawaii Public Housing
Authority, City & County of Honolulu, State of Hawaii, Mixed Martial Arts Academy, LLC, A Domestic
Limited Liability Corporation Corporation (Civil No. 10-1-1411-06, First Circuit Court)

In August 2009, Iris Rodrigues-Kaikana was murdered by Corbit Ahn at the Kamehameha Homes in
Kalihi. Her body was discovered in an alley adjacent to the housing complex. The Complaint alleges,
among other things, that the State: failed to secure, to properly monitor and light the premises;
"encouraged hoodlums like Defendant Ahn to enter the premises"; removed gates to keep "gangsters" out;
"allowed sexual predators onto the premises"; and refused to enforce a curfew for hoodlums.
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A jury in the criminal case against Ahn found him guilty of Murder in the Second Degree and Sexual
Assault in the Third Degree. He was sentenced on July 9, 2012, to a mandatory life term in prison. The
conviction was upheld on appeal.

The civil case was stayed from October 2012 to June 2015, pending completion of the appeal of Ahn’s
criminal conviction. The parties then completed a CAAP arbitration hearing where the arbitrator found
the State not liable and Defendant Ahn 100% liable. Plaintiffs appealed.

In September 2018, the court granted the State, HPHA, and Kamehameha Homes’ Motion for Summary
Judgment as to all claims. On August 21, 2022, the Court filed an Order of Dismissal of the case
pursuant to Rule 41 of the Hawaii Rules of Civil Procedure.

Mclerold William, et al. v. Hawaii Public Housing Authority, et al. (Civil No. 15-1-0388-3, First Circuit
Court)

This case involves five separate incidents of alleged mistreatment by the security guards at Kalihi Valley
Homes. Plaintiffs allege there were two assaults by Kiamalu Security Services (“Kiamalu”) security
guard(s) and three assaults by Universal Protection Services (“UPS”) security guards.

There had been an asset purchase of security companies. Kiamalu was the security guard company for the
first two incidents including the William incident. Then Universal Protection Service ("UPS") bought
Kiamalu, including its contract with the HPHA.

Kiamalu's insurer has appointed counsel. UPS retained private counsel because of the large self insured
retention on the insurance it selected. UPS did not accept the HPHA's tender of defense. Instead, counsel
for UPS, the Plaintiffs, and Kiamalu agreed to an early mediation. Although the HPHA had not been
served with the Complaint, the deputy attorney general attended the mediation, with the understanding
that HPHA would not pay for the cost of the mediation, would not be making any offer (as it understood
that UPS is obligated under its contract with the HPHA, and the facts), and there would not be any
discovery requests aimed at the HPHA before the mediation. Following the mediation, four (4) Plaintiffs
dismissed their claims against the HPHA pursuant to these Plaintiffs’ respective settlement agreements
with UPS and Kiamalu in early 2018. In July 2019, the remaining Plaintiff dismissed his claims against
UPS but the filed stipulation to dismiss did not include or reference HPHA. To clarify the court record,
HPHA intends to file a stipulation that dismisses all claims against HPHA and the State by the remaining
Plaintiff.

Sophia Karsom, et al. v. State of Hawaii, et al. (Civil No. 17-1-0843, First Circuit Court)

Plaintiffs allege that an employee of the Hawaii Public Housing Authority (“HPHA”), driving an HPHA
maintenance vehicle, struck a four (4) year-old boy who was playing on the sidewalk in front of his home
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at 1555 Haka Drive, on or about August 26, 2016. The complaint alleges that the boy suffered a fractured
pelvis, broken bones and internal injuries.

Following service in October 2017, the State, the HPHA, and the employee answered the Amended
Complaint. The State filed a third-party complaint against the minor’s grandmother, Cynthia Kaminanga.
In January 2019, the court granted the employee’s Motion for Summary Judgment. On October 8, 2020,
the Court filed its Order Granting the State of Hawaii and the Hawaii Public Housing Authority's Motion
for Summary Judgment, Filed January 10, 2020. The final judgment in this case was filed on February
17, 2021, and Plaintiffs filed their Notice of Appeal. This case is currently pending in the Intermediate
Court of Appeals.

Estate of A.C.D., Deceased, by and through its Personal Representative, Sheila Doi; et al. v. EAH Inc.; et
al. Civil No: 1CCV-20-0001199; First Circuit Court

Plaintiffs, who had a Section 8 housing voucher issued by the Hawaii Public Housing Authority, were
renting an apartment at the Hibiscus Hill Apartments in Mililani, Hawaii. Plaintiff, Candace Doi, mother
of Decedent, A.C.D., a minor, rented the apartment in which she and her three children were living. On
February 18, 2019, an 18-month old child was leaning on a window screen in the living room when it
gave way. The child fell through the third-floor living room window of the apartment, and sustained
severe injuries resulting in his death. Plaintiffs are alleging that the State was negligent in failing to warn
of the danger of falls from windows and in failing to install window guards on the windows.

The property management company is a co-defendant along with several companies which handled
window replacements and installation.

HPHA inspects the rental units for general habitability but not the windows specifically for potential fall
risks. Under the current law, there is no requirement to do so but it is anticipated that Plaintiff will be
arguing that such inspection should be made regardless and changes made to prevent fall. There are rules
in place now for federally owned apartment buildings to protect against window falls after several tragic
deaths.

Written discovery is underway. Trial has been scheduled for January 22, 2024,

Adeline Liftee v. HPHA et al. Civil Case No. 1CCV 22-0000756; First Circuit Court

Plaintiff Adeline A. Liftee alleges that she was walking her dog on a leash on the grounds of Kuhio
Homes when she was attacked by two dogs, one of which was a white pit bull. The dogs rushed out from
the open door of a neighboring unit and attacked Plaintiff in the common area hallway. Plaintiff suffered
serious and permanent bite wounds to her l