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INDEPENDENT AUDITOR’S REPORT

To the Auditor
State of Hawaii

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of the Stadium Authority, State of Hawaii (the Authority),
a component unit of the State of Hawaii, as of and for the fiscal 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 present fairly, in all material respects, the
financial position of the Stadium Authority, State of Hawaii, as of June 30, 2022, and the changes
in financial position and its cash flows for the fiscal year then ended in accordance with accounting
principles generally accepted in the United States of America.

Basis for Opinion

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 other 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 opinion.

Emphasis of Matter

As discussed in Note N to the financial statements, the 2021 financial statements have been
restated to correct a misstatement. Our opinion is not modified with respect to this matter.
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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 opinion. 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 from 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:

o 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.

e 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.

o 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.

o 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.
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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 9 to 12 and the schedules of proportionate
share of the net pension liability, pension contributions, proportionate share of the net OPEB
liability, and OPEB contributions on pages 43 to 49 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 an opinion on the financial statements that
collectively comprise the Authority’s basic financial statements. The accompanying schedule of
expenditures of federal awards, as required by Title 2 U.S. Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards, is presented for purposes of additional analysis and is not a required part of the basic
financial statements. Such information 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 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
December 14, 2022 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 solely to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
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and not to provide an opinion on the effectiveness of the Authority’s 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.

Nt K CPhs, INC.

Honolulu, Hawaii
December 14, 2022



Stadium Authority
State of Hawaii
(A Component Unit of the State of Hawaii)
MANAGEMENT’S DISCUSSION AND ANALYSIS
Fiscal Year Ended June 30, 2022

Management of the Stadium Authority, State of Hawaii (the Authority) offers readers of the
Authority’s financial statements this narrative overview and analysis of the financial activities of
Aloha Stadium as of and for the fiscal year ended June 30, 2022. This management’s discussion
and analysis is designed to assist the reader in focusing on the Authority’s financial issues and
activities to identify any significant changes in the Authority’s financial position. The Authority
encourages readers to consider the information presented here in conjunction with the financial
statements taken as a whole.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Authority’s financial
statements. The Authority’s financial statements comprise four components: (1) statement of net
position; (2) statement of revenues, expenses, and changes in net position; (3) statement of cash
flows; and (4) notes to the financial statements.

The financial statements are designed to provide the reader with a broad overview of the
Authority’s finances in a manner similar to private sector business. These statements include all
assets, deferred outflows of resources, liabilities, and deferred inflows of resources, using the full
accrual basis of accounting. The difference between these items are reported as net position.
Revenues are recognized in the period earned and expenses are recognized in the period
incurred. Thus, assets, deferred outflows of resources, liabilities, deferred inflows of resources,
revenues, and expenses are reported in these statements for some items that will result in cash
flows in future periods (e.g., uncollected rental receipts, earned but unused vacation leave, etc.).
These financial statements present the financial position, the changes in net position, and cash
flows that are attributable to the transactions of the Authority.

Statement of Net Position

The statement of net position presents all of the Authority’s assets, deferred outflows of resources,
liabilities, and deferred inflows of resources, with the difference reported as net position. Over
time, increases or decreases in net position may serve as a useful indicator to determine whether
the financial position of the Authority is improving or deteriorating.

Statement of Revenues, Expenses, and Changes in Net Position

The statement of revenues, expenses, and changes in net position presents information showing
the Authority’s revenues and expenses for the fiscal year. Functional activities are highlighted in
this statement.

Statement of Cash Flows

The statement of cash flows presents the increases and decreases in cash from the Authority’s
operating, investing, and financing activities during the fiscal year.

Notes to the Financial Statements

The notes to the financial statements provide additional information that is essential to a full
understanding of the data provided in the financial statements.



Stadium Authority
State of Hawaii
(A Component Unit of the State of Hawaii)
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
Fiscal Year Ended June 30, 2022

Condensed Financial Information

The following are summaries from the Authority’s financial statements as of and for the fiscal
years ended June 30, 2022 and 2021 (in thousands):

2021
2022 (as restated)
NET POSITION:
Assets:
Current assets $ 5230 $ 2,806
Capital assets, net 37,386 31,215
Other assets 52 31
Total assets 42,668 34,052
Deferred outflows of resources 919 1,450
Liabilities:
Current liabilities 1,328 1,453
Noncurrent liabilities 11,994 13,847
Total liabilities 13,322 15,300
Deferred inflows of resources 1,631 522
Net position:
Net investment in capital assets 37,386 31,215
Restricted -- 37
Unrestricted (8,752) (11,572)
Total net position $ 28,634 $ 19,680
CHANGES IN NET POSITION:
Operating revenues:
Rentals from swap meet and attractions $ 4663 $ 2,595
Parking 359 73
Commissions from food and beverage concessionaire 27 34
Other 18 150
Total operating revenues 5,067 2,852
Operating expenses:
Personnel services (3,235) (4,445)
Depreciation (206) (216)
Other (2,310) (1,983)
Total operating expenses (5,751) (6,644)
Operating loss (684) (3,792)
Nonoperating revenues:
Coronavirus State and Local Fiscal Recovery Funds 2,300 -
Interest and investment income, net 17 20
2,317 20
Income (loss) before capital contributions 1,633 (3,772)
Capital Contributions 7,321 10,083
Extraordinary item - impairment loss == (73,325)
Change in net position 8,954 (67,014)
Net position at beginning of year 19,680 86,694
Net position at end of year $ 28,634 $ 19,680
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Stadium Authority
State of Hawaii
(A Component Unit of the State of Hawaii)
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
Fiscal Year Ended June 30, 2022

Financial Analysis

Current assets increased by $2,424,000 or 86.4% from the previous fiscal year. The increase is
primarily due to the increase in cash and cash equivalents of $2,428,000.

Capital assets, net increased by $6,171,000 or 19.8% from the previous fiscal year. The
increase is primarily due to construction in progress on planning the new stadium and its
surrounding area, more commonly and collectively referred to as the New Aloha Stadium
Entertainment District (NASED).

The NASED project is based on a public-private partnership model that involves two separate but
linked projects 1) real estate project 2) stadium project. Approximately $23.5 million has been
expended on the NASED project.

For more information on the New Aloha Stadium Entertainment District (NASED) please visit the
website at: https://nased.hawaii.gov.

Additional information on the Authority’s capital assets can be found in Note E, Capital Assets, to
financial statements.

Current liabilities decreased by $125,000 or 8.6% from the previous fiscal year. The decrease
is primarily due to a decrease in accrued vacation due within one year.

Noncurrent liabilities decreased by $1,853,000 or 13.4% from the previous fiscal year. The
decrease is primarily due to a decrease in net pension liability. According to the State of Hawaii
Employees’ Retirement System (ERS), ERS was one of only seven public pension funds
nationwide with a positive fiscal year return. As a result, the pension liability decreased from prior
year.

Net position increased by $8,954,000 or 45.5% from the previous fiscal year. The increase is
primarily due to an increase in capital assets.

Operating revenues increased by $2,215,000 or 77.7% from the previous fiscal year. The
increase is primarily due to an increase in swap meet fees. There were several factors for the
increase in swap meet fees. Effective September 2021, Stadium entered into a new agreement
with the swap meet management company. In this agreement, Stadium retained 100% of the
buyer fees; whereas, previously the buyer fees were shared based on a predetermined
percentage. Second, the State of Hawaii’'s COVID-19 related travel program, Hawaii Safe Travels,
ended March 25, 2022 11:59 pm. Lastly, effective May 2022, there was a change in buyer
admission fee. A person 12 years old and older presenting either a State of Hawaii identification
card or military identification card is charged $1 per person; otherwise the buyer admission fee is
$2 per person.

Operating expenses decreased by $893,000 or 13.4% from the previous fiscal year. The
decrease is primarily due to a decrease in personnel services. The Authority had a reduction-in-
force that concluded on February 28, 2022. 14.5 positions were eliminated. Affected employees
were placed in positions within the State, retired, or discharged.

11



Stadium Authority
State of Hawaii
(A Component Unit of the State of Hawaii)
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
Fiscal Year Ended June 30, 2022

Nonoperating revenues increased by $2,297,000 or 114.9% from the previous fiscal year. The
Authority anticipated to end fiscal year 2022 with a deficit. As a result, the Authority requested an
emergency appropriation during the 2021 legislative session. Instead of an emergency
appropriation, the 2021 State of Hawaii Legislature (Legislature) appropriated funds from the
American Rescue Plan Act of 2021 (ARPA), a federal COVID-19 relief package. The Department
of Budget and Finance on behalf of the Governor released $2.3 million to the Authority in fiscal
year 2022 to be used to respond to the COVID-19 public health emergency or its negative
economic impact.

Capital contributions decreased by $2,762,000 or 27.4% from the previous fiscal year. The
decrease is due to reduced capital contributions related to the NASED project in the current year,
offset by increases in capital contributions received for the maintenance of the existing stadium
structure.

Other information

Act 220, Session Laws of Hawaii 2022 transfers the Stadium Authority from the Department of
Accounting and General Services to the Department of Business, Economic Development, and
Tourism effective July 1, 2022. In addition, the composition and count recognition of the Stadium
Authority Board changes from nine members to eleven members, whose responsibility shall be
to maintain, operate, and manage the stadium development district.

Request for Information

The financial report is designed to provide a general overview of the Authority’s finances for all
those interested in the government’s finances. Questions concerning any of the information
provided in this report or requests for additional information should be addressed to the Stadium
Manager, Stadium Authority, P.O. Box 30666, Honolulu, Hawaii 96820-0666.

General information relating to the Authority and Aloha Stadium can be found at the Authority’s
website: https://alohastadium.hawaii.gov.

12



Stadium Authority
State of Hawaii

(A Component Unit of the State of Hawaii)
STATEMENT OF NET POSITION

June 30, 2022

ASSETS
Current assets
Cash and cash equivalents
Receivables from concessionaire and other, net
Lease receivable
Interest receivable
Total current assets
Capital assets, net
Lease receivable - non current
Other assets
Total assets

DEFERRED OUTFLOWS OF RESOURCES
Related to pension
Related to other postemployment benefits
Total deferred outflows of resources

LIABILITIES
Current liabilities
Vouchers payable
Accrued payroll
Accrued vacation - due within one year
Workers compensation - due within one year
Unemployment
Due to State General Fund for advances for Imprest Fund
Other
Total current liabilities
Net pension liability
Net other postemployment benefits liability
Accrued vacation - due in more than one year
Workers compensation - due in more than one year
Licensees’ deposits
Total liabilities

DEFERRED INFLOWS OF RESOURCES
Related to pension
Related to other postemployment benefits
Related to leases
Total deferred inflows of resources

NET POSITION
Net investment in capital assets
Unrestricted
Total net position

See accompanying notes to the basic financial statements.
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$

$

4,871,937
294,637
60,884
2,246

5,229,704

37,386,049
20,895
30,966

42,667,614

616,929
302,370

919,299

799,833
233,906
115,882
2,730
20,240
30,000

125,528

1,328,119
5,653,404
5,900,366
241,968
120,643
77,154

13,321,654

967,629

583,895
79,503

1,631,027

37,386,049

(8,751,817)
28,634,232



Stadium Authority
State of Hawaii
(A Component Unit of the State of Hawaii)

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

Fiscal Year Ended June 30, 2022

OPERATING REVENUES

Rentals from swap meet and attractions
Parking
Commissions from food and beverage concessionaire
Other
Total operating revenue

OPERATING EXPENSES

Personnel services
Repairs and maintenance
Utilities
Security
Depreciation
Professional services
Other
Special fund assessments
Total operating expenses

Operating loss

NONOPERATING REVENUES

Coronavirus State and Local Fiscal Recovery Funds
Interest and investment income, net

Income before capital contributions
CAPITAL CONTRIBUTIONS
Change in net position
NET POSITION AT BEGINNING OF YEAR, as previously stated
RESTATEMENT
NET POSITION AT BEGINNING OF YEAR, as restated

NET POSITION AT END OF YEAR

See accompanying notes to the basic financial statements.
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$ 4,663,171
358,262

26,927

18,142
5,066,502

3,234,909
971,714
967,401
231,510
206,181
104,551

52,105

(17,703)
5,750,668

(684,166)

2,300,000
17,081
2,317,081

1,632,915
7,321,208
8,954,123
18,628,421
1,051,688
19,680,109

$ 28,634,232



Stadium Authority
State of Hawaii
(A Component Unit of the State of Hawaii)
STATEMENT OF CASH FLOWS
Fiscal Year Ended June 30, 2022

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers
Cash paid to suppliers
Cash paid to employees
Net cash provided by operating activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Coronavirus State and Local Fiscal Recovery Funds
Net cash provided by noncapital financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest and investment income
Net cash provided by investing activities

Net increase in cash and cash equivalents
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS AT END OF YEAR

RECONCILIATION OF OPERATING INCOME TO NET CASH PROVIDED BY
OPERATING ACTIVITIES

Operating loss
Adjustments to reconcile operating loss to net cash provided by
operating activities:

Depreciation

Capital contributions - repairs and maintenance

Recoveries of doubtful receivables

Change in assets, deferred outflows of resources, liabilities

and deferred inflows of resources:
Receivables from concessionaires and other
Lease receivable
Deferred outflows of resources related to pension
Deferred outflows of resources related to other postemployment benefits
Vouchers payable
Accrued payroll and vacation
Other liabilities
Net other postemployment benefits liability
Net pension liability
Deferred inflows of resources related to pension
Deferred inflows of resources related to other postemployment benefits
Deferred inflows of resources related to leases
Net cash provided by operating activities

SUPPLEMENTAL DISCLOSURE OF NONCASH INVESTING, CAPITAL, AND
FINANCING ACTIVITIES:

Capital contributions

See accompanying notes to the basic financial statements.
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$

$

$

5,130,398
(1,335,299)

(3,678,626)
116,473

2,300,000

2,300,000

11,521

11,521

2,427,994

2,443,943
4,871,937

(684,166)

206,181
947,774
(244)

66,416
57,351
448,188
82,561
1,630
(270,486)
(180,575)
(241,644)
(1,286,171)
950,577
78,708

(59,627)
116,473

7,321,208



Stadium Authority
State of Hawaii
(A Component Unit of the State of Hawaii)
NOTES TO FINANCIAL STATEMENTS
June 30, 2022

NOTE A - FINANCIAL REPORTING ENTITY

The Stadium Authority, State of Hawaii (the Authority) was established by Act 172, Session
Laws of Hawaii (SLH) 1970, effective June 30, 1970, and was placed within the Department
of Budget and Finance, State of Hawaii (B&F), for administrative purposes. Effective June 1,
1980, Act 302, SLH 1980 and Executive Order No. 80-5 dated June 20, 1980 transferred the
administrative responsibility for the Authority from B&F to the State of Hawaii, Department of
Accounting and General Services (DAGS). Effective July 1, 2022, Act 220, SLH 2022
transferred the administrative responsibility for the Authority from DAGS to the State of Hawaii,
Department of Business, Economic Development, and Tourism (DBEDT).

The Authority, under the direction of an eleven-member board, is responsible for the
operation, management, and maintenance of Aloha Stadium, located in Honolulu, Hawaii. The
Governor appoints nine members. The president of the University of Hawaii and the
superintendent of education are nonvoting ex-officio members.

The Authority is a blended component unit of the State of Hawaii (the State). The State
Comptroller maintains the central accounts for all the State’s funds and publishes financial
statements for the State annually, which include the Authority’s financial activities. The
accompanying financial statements are intended to present the financial position, the changes
in financial position, and cash flows that are attributable to the transactions of the Authority.

NOTE B - SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Authority have been prepared in accordance with accounting
principles generally accepted in the United States of America (GAAP). The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. The following is a summary of the
more significant accounting policies:

(1) Basis of Accounting - The accounts of the Authority are reported on a flow of economic
resource measurements focus using the accrual basis of accounting. Revenues are
recognized in the period earned and expenses are recognized in the period incurred.

The Authority distinguishes operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services in connection
with the Authority’s principal ongoing operations, management, and maintenance of the
Aloha Stadium. The principal operating revenues are from swap meet and rental
charges, while operating expenses include cost of services, administrative expenses,
and depreciation on capital assets. All revenues and expenses not meeting this
definition are reported as nonoperating revenues and expenses. Revenue from capital
contributions are reported separately after nonoperating revenues and expenses.

(2) Use of Estimates - The preparation of the financial statements in accordance with GAAP
requires management to make estimates and assumptions that affect the reported
amounts of assets, deferred outflows of resources, liabilities, deferred inflows of
resources and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.
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Stadium Authority
State of Hawaii
(A Component Unit of the State of Hawaii)
NOTES TO FINANCIAL STATEMENTS
June 30, 2022

NOTE B - SIGNIFICANT ACCOUNTING POLICIES (Continued)

3)

(4)

Cash and Cash Equivalents - Cash and cash equivalents consists of cash on hand,
cash in bank and amounts held in State Treasury.

Receivables from Concessionaire and Other - Receivables are recorded at contracted
or invoiced amounts. The Authority records an allowance on a specific account basis by
considering a number of factors, including the length of time receivables are past due and
the concessionaire’s or other third party’s current ability to pay its obligations to the
Authority. The valuation allowance was approximately $1,990 as of June 30, 2022.

Capital Assets - Capital assets purchased are recorded at cost. Contributed capital
assets are recorded at estimated fair value at the date received.

Depreciation expense is computed using the straight-line method over the following
estimated useful lives:

Land improvements 14 - 30 years
Furniture and equipment 5-15years

The Authority’s capitalization thresholds are $100,000 for land improvements and
$5,000 for furniture and equipment. Maintenance, repairs, minor replacements, and
renewals are charged to operations as incurred. Major replacements, renewals, and
betterments are capitalized. Sales and retirements of depreciable property are recorded
by removing the related cost and accumulated depreciation from the accounts. Gains or
losses on sales and retirements of property are reflected in the statement of revenues,
expenses, and changes in net position. Capital assets are evaluated for impairment
when events or changes in circumstances suggest that the service utility of a capital
asset may have significantly and unexpectedly declined.

Deferred Outflows of Resources and Deferred Inflows of Resources - Deferred
outflows (inflows) of resources represent a consumption of (benefit to) net position that
applies to a future period. The deferred outflows (inflows) of resources related to
pensions and other postemployment benefits (OPEB) resulted from differences between
expected and actual experiences, changes in assumptions, the net difference between
projected and actual earnings on pension plan investments, and changes in proportion
which will be amortized over approximately five years, and the Authority’s contributions
to the pension and OPEB plans subsequent to the measurement date of the actuarial
valuations for the pension and OPEB plans which will be recognized as a reduction of
the net pension liability and net OPEB liability in the subsequent fiscal year.
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Stadium Authority
State of Hawaii
(A Component Unit of the State of Hawaii)
NOTES TO FINANCIAL STATEMENTS
June 30, 2022

NOTE B - SIGNIFICANT ACCOUNTING POLICIES (Continued)

(7)

The deferred inflows of resources related to leases is initially measured as the amount
of the initial measurement of the lease receivable and is subsequently reduced as
inflows of resources are recognized in a systematic and rational manner over the term
of the lease.

Compensated Absences - The Authority permits employees to accumulate earned but
unused vacation and sick leave benefits. There is no liability for unpaid accumulated sick
leave since sick leave is not convertible to pay upon termination of employment. All
vacation pay is accrued when incurred in the accompanying financial statements.

Leases - Lessee recognition and measurement. The Authority has a policy to recognize
a lease liability and a right-to-use lease asset (lease asset) in the financial statements.
The Authority recognizes lease liabilities with an initial, individual value of $25,000 or more
with a lease term greater than one year. Variable payments based on future performance
of the lessee or usage of the underlying asset are not included in the measurement of the
lease liability.

At the commencement of a lease, the Authority initially measures the lease liability at the
present value of payments expected to be made during the lease term. Subsequently, the
lease liability is reduced by the principal portion of lease payments made.

Lease assets are recorded at the amount of the initial measurement of the lease liabilities
and modified by any lease payments made to the lessor at or before the commencement
of the lease term, less any lease incentives received from the lessor at or before the
commencement of the lease term along with any initial direct costs that are ancillary
charges necessary to place the lease assets into service. Lease assets are amortized
using the straight-line method over the shorter of the lease term or the useful life of the
underlying asset, unless the lease contains a purchase option that the Authority has
determined is reasonably certain of being exercised. In this case, the lease asset is
amortized over the useful life of the underlying asset.

Key estimates and judgments related to leases include how the Authority determines (1)
the discount rate it uses to discount the expected lease payments to present value, (2) the
lease term, and (3) lease payments.

e The Authority uses the interest rate charged by the lessor as the discount rate.
When the interest rate charged by the lessor is not provided, the Authority
generally uses the State’s estimated incremental borrowing rate as the discount
rate for leases.

e The lease term includes the noncancelable period of the lease. Lease payments
included in the measurement of the lease liability are composed of fixed payments
and purchase option price that the Authority is reasonably certain to exercise.

The Authority monitors changes in circumstances that would require a remeasurement of
its leases and will remeasure any lease asset and liability if certain changes occur that are
expected to significantly affect the amount of the lease liability.
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NOTE B - SIGNIFICANT ACCOUNTING POLICIES (Continued)

Lease assets are reported as right-to-use along with other capital assets and lease
liabilities are reported with long-term liabilities on the statement of net position.

Lessor recognition and measurement. The Authority recognizes a lease receivable and
deferred inflows of resources in the financial statements. Variable payments based on
future performance of the lessee or usage of the underlying asset should not be included
in the measurement of the lease receivable.

At the commencement of a lease, the Authority initially measures the lease receivable at
the present value of payments expected to be received during the lease term.
Subsequently, the lease receivable is reduced by the principal portion of lease payments
received. The deferred inflows of resources are initially measured as the initial amount of
the lease receivable, adjusted for lease payments received at or before the lease
commencement date. Subsequently, the deferred inflows of resources are recognized as
revenue over the life of the lease term in a systematic and rational method.

Key estimates and judgments include how the Authority determines (1) the discount rate
it uses to discount the expected lease receipts to present value, (2) the lease term, and
(3) the lease receipts.

e The Authority uses the State’s estimated incremental borrowing rate as the
discount rate for leases.

e The lease term includes the noncancelable period of the lease. Lease receipts
included in the measurement of the lease receivable is composed of fixed
payments from the lessee.

The Authority monitors changes in circumstances that would require a remeasurement of
its lease and will remeasure the lease receivable and deferred inflows of resources if
certain changes occur that are expected to significantly affect the amount of the lease
receivable.

The Authority leases facilities to a telecommunication company with fixed monthly
payments ranging from $4,950 to $5,255 that expires in October 2023. The Authority
recognized revenue, comprised of lease revenue and interest revenue, of approximately
$62,900 for the fiscal year ended June 30, 2022.

Net Position - Net position is reported in three categories: net investment in capital assets,
restricted, and unrestricted. Net investment in capital assets consists of capital assets, net
of accumulated depreciation. Restricted net position consists of funds subject to external
restrictions on how they may be used. Unrestricted net position may be used to meet the
Authority’s ongoing obligations such as future operational expenses, replacement
equipment, and personnel costs. The deficit balance in the unrestricted net position is due
primarily to recording the net pension liability and the net OPEB liability for financial
statement reporting purposes.
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NOTE B - SIGNIFICANT ACCOUNTING POLICIES (Continued)

(10) Capital Contributions - The State pays for portions of construction costs related to

(11)

(12)

(13)

various capital projects. The nonexchange transactions are recorded as capital
contributions in the accompanying statement of revenues, expenses and changes in net
position.

Risk Management - The Authority is exposed to various risks for losses related to torts;
theft of, damage to, or destruction of assets; errors or omissions; natural disasters; and
injuries to employees. A liability for a claim for a risk of loss is established if information
indicates that it is probable that a liability has been incurred at the date of the basic
financial statements and the amount of the loss is reasonably estimable.

Pension - The actuarial valuation of the Employees’ Retirement System of the State of
Hawaii (ERS) does not provide pension benefits information by department or agency.
Accordingly, the State’s policy on the accounting and reporting for pension benefits is to
allocate a portion of the State’s net pension liability, and any adjustment to the net pension
liability, to component units and proprietary funds that are reported separately in stand-
alone departmental financial statements or in the State’s Annual Comprehensive Financial
Report (ACFR). The State allocates annual pension expense to component units and
proprietary funds based on their proportionate percentage of the State’s total covered
payroll.

For purposes of measuring the net pension liability, deferred outflows of resources and
deferred inflows of resources related to pensions, and pension expense, information about
the fiduciary net position of the ERS and additions to/deductions from the ERS’s fiduciary
net position have been determined on the same basis as they are reported by the ERS.
For this purpose, benefit payments (including refunds of employee contributions) are
recognized when due and payable in accordance with benefit terms. The ERS’s
investments are reported at fair value.

Postemployment Benefits Other than Pensions - The actuarial valuation of the Hawaii
Employer-Union Health Benefits Trust Fund (EUTF) does not provide OPEB information
by department or agency. Accordingly, the State’s policy on the accounting and reporting
for OPEB is to allocate a portion of the State’s net OPEB liability, and any adjustment to
the net OPEB liability, to component units and proprietary funds that are reported
separately in stand-alone departmental financial statements or in the State’s ACFR. The
State allocates annual OPEB expense to component units and proprietary funds based
on their proportionate percentage of the State’s total contribution to the EUTF plan.

For purposes of measuring the net OPEB liability, deferred outflows of resources and
deferred inflows of resources related to OPEB, and OPEB expense, information about the
fiduciary net position of the EUTF and additions to/deductions from the EUTF’s fiduciary
net position have been determined on the same basis as they are reported by the EUTF.
For this purpose, benefit payments are recognized when due and payable in accordance
with the benefit terms. Investments are reported at their fair value.
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(14)

New Accounting Pronouncements - In June 2017, the GASB issued Statement No.
87, Leases, to better meet the information needs of financial statement users by
improving accounting and financial reporting for leases by governments. This statement
increases the usefulness of governments’ financial statements by requiring recognition
of certain lease assets and liabilities for leases that previously were classified as
operating leases and recognized as inflows of resources or outflows of resources based
on the payment provisions of the contract. It also establishes a single model for lease
accounting based on the foundational principle that leases are financings of the right to
use an underlying asset. Implementation of this Statement resulted in the recognition of
a lease receivable and deferred inflow of resources of $139,130 as of June 30, 2021.
The implementation of this Statement had no impact to net position as of June 30, 2021.

The GASB issued Statement No. 94, Public-Private and Public-Public Partnerships and
Availability Payment Arrangements. The primary objective of this Statement is to
improve financial reporting by addressing issues related to public-private and public-
public partnership arrangements (PPPs). As used in this Statement, a PPP is an
arrangement in which a government (the transferor) contracts with an operator (a
governmental or nongovernmental entity) to provide public services by conveying control
of the right to operate or use a nonfinancial asset, such as infrastructure or other capital
asset (the underlying PPP asset), for a period of time in an exchange or exchange-like
transaction. This Statement also provides guidance for accounting and financial
reporting for availability payment arrangements (APAs). As defined in this Statement,
an APA is an arrangement in which a government compensates an operator for services
that may include designing, constructing, financing, maintaining, or operating an
underlying nonfinancial asset for a period of time in an exchange or exchange-like
transaction. The requirements of this Statement are effective for reporting periods
beginning after June 15, 2022. Management has not yet determined the effect this
Statement will have on the Authority’s financial statements.

The GASB issued Statement No. 96, Subscription-Based Information Technology
Arrangements. This Statement provides guidance on the accounting and financial
reporting for subscription-based information technology arrangements (SBITA) for
government end users. This Statement (1) defines a SBITA,; (2) establishes that a SBITA
results in a right-to-use subscription asset—an intangible asset—and a corresponding
subscription liability; (3) provides the capitalization criteria for outlays other than
subscription payments, including implementation costs of a SBITA; and (4) requires note
disclosures regarding a SBITA. The requirements of this Statement are effective for
reporting periods beginning after June 15, 2022. Management has not yet determined
the effect this Statement will have on the Authority’s financial statements.
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NOTE C - BUDGETING

The Authority’s operations are subject to a comprehensive budget. Estimated revenues and
expenses are provided to the State for accumulation with budgeted amounts of the other state
departments and offices. Those accumulated estimated revenues and expenses are provided to
the State legislature for approval. Once approved by the legislature, the estimates are provided
to the Governor of the State for final approval. Budgeted revenues are estimates of rental,
commissions, and other revenues to be received during the fiscal year. Budgeted expenses are
estimates of expenditures to be made.

NOTE D - CASH AND CASH EQUIVALENTS

The Director of Finance of the State is responsible for the safekeeping of all monies paid into the
State Treasury. The Director of Finance pools and invests any monies of the State, which in the
Director of Finance’s judgment, are in excess of the amounts necessary for meeting the specific
requirements of the State. Cash is pooled with funds from other State agencies and departments
and deposited into approved financial institutions or in the State Treasury Investment Pool
System. Funds in the investment pool accrue interest based on the average weighted cash
balances of each account.

The State requires that depository banks pledge as collateral, government securities held in the
name of the State for deposits not covered by federal deposit insurance.

The Authority’s monies are held in the State cash and investment pool, the Authority does not
manage its own investments and the types of investments and related interest rate, credit and
custodial risks are not determinable specific to the Authority. The risk disclosures of the State’s
cash pool are included in the State’s ACFR which may be obtained from the State Department
of Accounting and General Services' website: ags.hawaii.gov/accounting/annual-financial-
reports/.

The Authority also maintains cash in bank which is held separately from cash in the State

Treasury. As of June 30, 2022, the carrying amount of the total bank balance was approximately
$290,400, which is insured by the Federal Deposit Insurance Corporation.
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NOTE E - CAPITAL ASSETS

The changes in capital assets were as follows:

Balance
July 1, 2021 Balance
(as restated) Additions Deductions Transfers June 30, 2022
Land improvements $ 3,000433 $ - $ - $ - $ 3,000,433
Equipment, furniture and
fixtures 3,801,617 -- (339,876) (337,726) 3,124,015
6,802,050 - (339,876) (337,726) 6,124,448
Less accumulated depreciation
Land improvements (1,699,530) (99,988) - - (1,799,518)
Equipment, furniture and
fixtures (3,567,149) (106,193) 339,876 337,726 (2,995,740)
Total accumulated depreciation (5,266,679) (206,181) 339,876 337,726 (4,795,258)
Total depreciable assets, net 1,535,371 (206,181) - -- 1,329,190
Land 11,518,621 - - - 11,518,621
Construction in progress 18,160,460 6,377,778 -- -- 24,538,238
$ 31,214452 $ 6,171,597 §$ - $ - $ 37,386,049

Depreciation expense amounted to $206,181 for the fiscal year ended June 30, 2022.

NOTE F - LONG-TERM LIABILITIES

Changes in