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INDEPENDENT AUDITOR’S REPORT

We have completed the performance audit, also referred to as a management audit, of
Ho'ike: Kauai Community Television (Ho'ike} for the period January 1, 2006 through
June 30, 2011. The purpose of the performance audit was to examine and report on the
sufficiency of Ho'ike’'s organizational, planning, budget and operating documents,
Ho'ike's compliance with applicable laws, regulations, and its contract with DCCA, and
to analyze selected operational and financial parameters.

We conducted our performance audit as required pursuant to Act 19 (SLH 2011) which
was passed by the Hawaii State Legislature in April 2011 and in accordance with
auditing standards generally accepted in the United States of America and the
standards applicable to performance audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain sufficient, appropriate evidence to
provide a reasonable basis for our findings and conclusions based on our audit
objectives. We believe that the evidence obtained provides a reasonable basis for our
findings and conclusions based on our audit objectives.
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Merina & Company, LLP
June 14, 2012
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noted that in order for the transition to HD programming to become fully effective, it
needs to be complemented by Oceanic system upgrades to permit transporting HD
signals between Ho'ike and the Oceanic headend. Per Ho'ike’s Managing Director,
QOceanic has not indicated any time schedule for converting to HD.

Comment/Recommendations

» In February 2011, Ho'ike made the transition from analog to digital. The digital
equipment has the capability to convert digital to HD in the future with minimal
additional costs. Although there’s no timeline for the conversion to HD on Kauai,
this places Ho'ike in a position to provide these services in the future, when
necessary.

Metrics: The Measurement of Results

Background

Ho'’ike has kept records of its activities since its inception. Measurement and reporting
of results is an integral part of the management and operation of any organization.
However, this process was sharpened when DCCA required Ho'ike, as part of its
contract, to provide a specific set of reports (i.e. an Annual Activity Report, a Year-End
Activity Report, and an Executive Summary). In accordance with this requirement,
Ho'ike, among other efforts of accounting for its activities, has been keeping and
annually reporting to DCCA detailed statistics on the following key elements of its
operations:

+ Total Hours of Programming: First Run, Repeat, and Submitted but Not Aired

¢ Programming by Origin: Locally Produced, Non-Locally Produced, and Bulletin
Board

e Programming By Source: First Run Hours from PEG Sectors in the Categories of
Dropped off for Play, PEG Trained and Certified Producers, and Hours Created
by Ho'ike (Open Mic and Created by PEG)

¢ Video Production Training: All Locations

« Number of Students Trained and Certified as Producers: All Locations

Page 9



2011 Performance Audit of Ho'ike: Kauai Community Television

Findings

As a result, it is possible to identify operating trends useful for Ho'ike management to
know as well as for regulators and other stakeholders. For example, the following
information on trends was constructed for analysis from some of the available statistics:

2006 2007 2008 2009 2010

Total Hours of

: 36,040 35,040 35,136 35,287 34,959
Programming

Hours of Locally
Produced 12,376 12,334 12,276 12,178 12,381
Programming

Students trained

. .- 58 66 69 83 118
in Ho'itke classes

The reports provided to DCCA are based on the performance of Ho'ike as a whole.
However, given that Ho'ike just opened a new location, it's a matter of interest how the
new location performs individually. Per the Managing Director, Ho'ike is separately
tracking the data used to compile the annual report for the new Kilauea satellite location
in order to evaluate the performance of that location.

We found Ho'ike's focus on metrics lies primarily on the reporting requirements to
DCCA. The Managing Director has consistently tracked and monitored the quantitative
data and presents it to the Board in a way that is aligned with Ho'ike's mission.
However, Ho'ike needs to emphasize on setting goals and identifying measurable
outcomes.

Comment/Recommendations

+ Ho'ike has been successful in keeping and reporting statistics useful for both
regulators and management in the past.

e Ho'ike separately tracks the data used to compile the annual report for the new
Kilauea satellite location in order fo evaluate the performance of that location.

s As noted in Chapter 2, Ho'ike should develop a strategic plan, for a period not
less than 3 years, which includes a detailed plan, measurable goals and triggers
to implement the plan.
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