
University of Hawai‘i, Board of Regents, 2444 Dole Street, Bachman 209, Honolulu, HI 96822 
Telephone No. (808) 956-8213; Fax No. (808) 956-5156 

Notice of Meeting 
UNIVERSITY OF HAWAI‘I 

BOARD OF REGENTS COMMITTEE ON INDEPENDENT AUDIT 
Members:  Regents McEnerney (Chair), Higaki (Vice-Chair), Moore, Westerman, 
and Wilson 

Date: Thursday, February 6, 2020 
Time: 9:00 a.m. 
Place: University of Hawaiʻi at Mānoa 

Information Technology Building 
1st Floor Conference Room 105A/B 
2520 Correa Road 
Honolulu, Hawai‘i 96822 

AGENDA 

I. Call Meeting to Order
II. Approval of Minutes of the December 5, 2019 Meeting

III. Public Comment Period for Agenda Items:  All written testimony on agenda items
received after posting of this agenda and up to 24 hours in advance of the meeting will
be distributed to the board. Late testimony on agenda items will be distributed to the
board within 24 hours of receipt.  Written testimony may be submitted via US mail, email
at bor.testimony@hawaii.edu, or facsimile at 956-5156.  Individuals submitting written
testimony are not automatically signed up for oral testimony.  Registration for oral
testimony on agenda items will be provided at the meeting location 15 minutes prior to
the meeting and closed once the meeting begins.  Oral testimony is limited to three (3)
minutes.  All written testimony submitted are public documents.  Therefore, any
testimony that is submitted verbally or in writing, electronically or in person, for use in
the public meeting process is public information and will be posted on the board’s
website.

IV. Agenda Items
A. University of Hawai‘i Supplemental Information for University of Hawai‘i at Mānoa

(UHM), University of Hawai‘i at Hilo, University of Hawai‘i – West O‘ahu, University of
Hawai‘i Maui College, and the Community College System

B. Review and Acceptance of Internal Control and Business Issues Report
C. Corrective Action Responses for the Internal Control and Business Issues Report
D. Review and Acceptance of UHM Intercollegiate Athletics Report on Agreed-Upon

Procedures – 2019 Football Season
E. Amendment to Internal Audit Work Plan for 2019-2020
F. Review and Acceptance of Office of Internal Audit Review of University Housing

Program
G. Fiscal Year 2019 Whistleblower Hotline Annual Report
H. Enterprise Risk Management Update
I. Discussion on the Future of the Independent Audit Committee

V. Adjournment
For disability accommodations, contact the Board Office at 956-8213 or bor@hawaii.edu.  

Advance notice requested five (5) days in advance of the meeting. 

mailto:bor@hawaii.edu
mailto:bor.testimony@hawaii.edu
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DISCLAIMER – THE FOLLOWING ARE DRAFT MINUTES AND ARE SUBJECT TO 
FURTHER REVIEW AND CHANGE UPON APPROVAL BY THE COMMITTEE 

MINUTES 

BOARD OF REGENTS COMMITTEE ON INDEPENDENT AUDIT 
MEETING 

DECEMBER 5, 2019 

I. CALL TO ORDER 

Chair Michael McEnerney called the meeting to order at 9:00 a.m. on Thursday, 
December 5, 2019, at the University of Hawai‘i at Mānoa Information Technology 
Building, 1st Floor Conference Room 105A/B, 2520 Correa Road, Honolulu, Hawaiʻi 
96822. 

Committee members in attendance:  Chair Michael McEnerney; Vice-Chair Wayne 
Higaki; Regent Randy Moore; Regent Robert Westerman; and Regent Ernest Wilson Jr. 

Others in attendance:  Board Chair Ben Kudo; Regent Simeon Acoba; Regent Kelli 
Acopan; Regent Eugene Bal; Regent Alapaki Nahale-a (ex officio committee members); 
President David Lassner; Interim Vice President (VP) for Community Colleges Erika 
Lacro; VP for Legal Affairs/University General Counsel Carrie Okinaga; VP for 
Academic Planning and Policy Donald Straney; VP for Research and Innovation 
Vassilis Syrmos; VP for Information Technology/Chief Information Officer Garret 
Yoshimi; VP for Budget and Finance/Chief Financial Officer Kalbert Young; UH-Mānoa 
(UHM) Provost Michael Bruno; UH-West O‘ahu (UHWO) Chancellor Maenette Benham; 
Executive Administrator and Secretary of the Board of Regents (Board Secretary) 
Kendra Oishi; and others as noted. 

II. APPROVAL OF MINUTES OF THE OCTOBER 3, 2019 MEETING 

Regent Wilson moved to approve the minutes of the October 3, 2019, meeting, 
seconded by Regent Moore, and the motion carried unanimously. 

III. PUBLIC COMMENT PERIOD 

Board Secretary Oishi announced that the Board Office did not receive any written 
testimony, and no individuals signed up to provide oral testimony. 

IV. AGENDA ITEMS 

A. Review and Acceptance of University of Hawai’i Audited Financial and 
Compliance Reports as of June 30, 2019 

Ms. Jamie Asato, with Accuity LLP, provided an overview of Accuity’s audit of the 
consolidated financial and compliance reports of UH.  She highlighted revenue trends 
noting that tuition revenues remained relatively flat as tuition rate increases were offset 
by declines in enrollment; that federal contract and grant revenues increased by 1.1%; 
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and that State general fund appropriations increased by approximately 4.4% as a result 
of collective bargaining agreements.  She also highlighted financial liabilities noting that 
Governmental Accounting Standards Board Statement No. 83 (GASB 83) regarding 
certain asset retirement obligations was adopted and implemented by the University 
which accounted for $11 million in asset liability relating to the decommissioning of 
telescopes; and that the University experienced increases of approximately $47 million 
and $17 million, respectively, in actuarially determined net pension and other post-
employment benefits (OPEB) liabilities.  Ms. Asato further noted that GASB 88, which 
deals with debt disclosure, minimally impacted liabilities, as UH’s reporting met all 
disclosure requirements. 

Ms. Asato discussed compliance issues with regard to federal expenditure 
requirements noting that Accuity would issue a modified opinion on the audit conducted 
in 2018 in response to the resolution of a compliance matter discovered in the 2018 
audit.  The 2019 audit discovered 8 compliance findings, mostly relating to student 
financial aid requirements. 

Ms. Asato noted that the 2019 audit did not find significant risks, exposures, 
weaknesses, difficulties, material uncertainties, acts of fraud, or illegal activities, but did 
note minor internal control deficiencies which will be reported to the Board in 2020. 

Regent Acoba arrived at 9:07 a.m. 

Regent Acopan arrived at 9:09 a.m. 

Regent Moore asked whether the $11 million for decommissioning of the telescopes 
was based on current costs or an estimate of costs at the time of decommissioning.  
Ms. Asato replied that the estimates were based on current costs and the figures would 
be updated annually to account for inflation. 

Chair McEnerney inquired as to whether the approximately $4 million of unadjusted 
differences of deferred resources in Accuity’s report was accounted for and adjusted in 
the actual financial statements or whether the figure was simply reported.  Ms. Asato 
responded that this figure was related to split interest agreements with the University of 
Hawai‘i Foundation and was reported in accordance with GASB 81.  She also remarked 
that GASB 81 has been in effect for years, but that this is the first time the dollar amount 
for this subject exceeded Accuity’s de minimis threshold of $3 million. 

Regent Nahale-a arrived at 9:13 a.m. 

At the request of Chair McEnerney, Ms. Asato provided a brief overview of the 
summary of the Accuity’s financial audit and compliance report.  She noted that while no 
material weaknesses, deficiencies, or compliance issues regarding financial statements 
were discovered, Accuity identified deficiencies with regard to federal awards that were 
not considered material weaknesses.  Ms. Asato mentioned that of the identified 
deficiencies, one deficiency related to issues regarding payroll expenditures incurred by 
employees, including one instance where an employee of the Research Corporation of 
the University of Hawai‘i (RCUH) was erroneously compensated for 30 hours of work,  
which was considered significant. 
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Board Chair Kudo asked if Accuity conducts its audit via statistical sampling and 
whether Accuity changes its sampling technique if deficiencies are discovered in the 
initial sampling.  Ms. Asato replied that Accuity does conduct its audit via random 
sampling and when an exception is found, attempts are made to quantify the magnitude 
of the exception to determine if the problem is pervasive.  Depending on these findings, 
Accuity may change its sampling techniques or take additional samples.  In this 
instance, Accuity reviewed a total of 480 samples which it felt was a good and adequate 
representation of the population. 

Regent Moore questioned whether the significant deficiency regarding payroll 
expenditures was limited to one campus or spread over several campuses.  Ms. Asato 
responded that of the 4 issues discovered regarding payroll deficiencies, one occurred 
at RCUH, one occurred at Windward Community College (TRIO), and two occurred at 
UHM (GEAR UP). 

Regent Westerman inquired whether the cost-basis contained in the audit was 
based on the actual findings or projected estimates of other possible infractions.  Ms. 
Asato replied that the financial numbers reported by Accuity are based only on actual 
findings.  Accuity does provide a percentage and context of the sample used to 
determine their findings to the federal government which allows the federal government 
to use their own parameters to make their own determinations as to the magnitude of 
the issue. 

Chair McEnerney asked about the $19 million in Title III grants and the process used 
by Accuity when reviewing these grants.  Ms. Asato answered that there are 13 
compliance requirements that are tested by Accuity and that Accuity also performs 
direct-cost testing by sampling transactions.  In this case, Accuity sampled 60 
transactions (28 payroll and 32 non-payroll) and found no issues.  Chair McEnerney 
queried whether requesting the Internal Auditor to specifically audit Title III grants would 
be duplicative of Accuity’s work.  Ms. Asato responded in the affirmative. 

Chair McEnerney questioned whether the 7% annual investment rate of return used 
in the actuarial assumptions underlying the determinations of pension liability was 
determined by Accuity.  Ms. Asato replied that the determination of pension liability is 
based on actuarial assumptions adopted by the Board of Trustees of the Employees’ 
Retirement System. 

Chair McEnerney inquired as to whether Accuity tests other grants besides federal 
grants.  Ms. Asato replied that Accuity did not test non-federal grants as part of this 
audit. 

Regent Moore moved to accept the audited financial and compliance reports, 
seconded by Vice-Chair Higaki, and the motion carried unanimously. 

B. Discussion on Title III Grants – Senate Resolution (SR) 120 (2019) 

Internal Auditor Shizumura provided an update to a memo provided to the 
Committee in October that responded to an audit request of the Title III Program 
pursuant to SR120.  The memo was updated to include additional 2019 financial 
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information.  It was reiterated that no issues regarding non-compliance with Title III 
Program grants were discovered. 

Chair McEnerney inquired as to whether the request made by SR 120 contained 
more than just Title III grants.  Internal Auditor Shizumura replied that they were two 
items included in SR 120 that were not Title III Program grants, including grants of 
approximately $450,000 from Kamehameha Schools, and that he was awaiting direction 
from the Committee as to how to proceed on these two items. 

Chair McEnerney posed a question to Committee members seeking discussion on 
how the Committee wanted to proceed on the response to SR 120 and whether the 
Committee wanted to ask the Internal Auditor to develop a proposal to review the two, 
non-Title III issues separately.  He noted that Title III Program grants are already 
subject to an audit performed by Accuity and that requesting the Internal Auditor to 
perform another audit would be duplicative, particularly since there were no findings of 
non-compliance by Accuity.  Discussions transpired regarding this issue and the 
Committee concurred that the Internal Auditor should be proactive and fully compliant 
with SR 120 by reviewing the two non-Title III Program grant issues. 

Regent Acoba asked whether an official report would be issued by the Internal 
Auditor in response to SR 120 and whether an official response would be sent to the 
Legislature.  Chair McEnerney replied that the compliance report that was issued is 
considered an official report and that he has already been in communication with the 
Senator requesting this information, but will send additional correspondence. 

Regent Moore moved to request that the Internal Auditor develop a plan to address 
two programs noted in SR 120 that were not covered by the audit conducted by Accuity 
and that the Internal Auditor report back the Committee in a timely manner, seconded 
by Vice-Chair Higaki, and the motion carried unanimously. 

C. Review and Acceptance of University of Hawai’i at Mānoa Intercollegiate 
Athletics Audit Reports for the Year Ended June 30, 2019 

Ms. Asato provided an overview of Accuity’s report on agreed-upon engagement 
procedures to ensure that the UHM Athletic Department’s statement of revenues and 
expenses for the year ended June 30, 2019 was compliant with the National Collegiate 
Athletics Association (NCAA) bylaws.  She noted that no material misstatements were 
made by the UHM Athletic Department, that one issue regarding the reporting of Pell 
Grant information to the NCAA was detected and corrected, and that some deficiencies 
in the internal control procedures of UHM Athletics were discovered. 

Board Chair Kudo asked whether the agreement between Accuity and the University 
concerning the operations of the UHM Athletic Department include the retail functions 
carried out by the Athletic Department.  Ms. Asato responded that the agreement did not 
cover this function as it is no longer a primary function of the UHM Athletic Department.  
However, she noted that revenues from retail operations conducted by the UHM Athletic 
Department in “pop-up” shops, especially during road games, were included as 
revenues under this audit. 
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Regent Westerman asked if the $3.06 million in net loss experienced by the UHM 
Athletic Department was the result of not raising those funds or a result of the UHM 
Athletic Department spending funds it did not have.  Ms. Asato replied that the net loss 
was for the entire UHM Athletics Department and that no significant fundraising efforts 
were undertaken during this period which may have helped to reduce expenditure 
deficits. 

Additional discussion occurred on the financial health and activity of the athletics 
department. 

Vice-Chair Higaki moved to accept the audit report, seconded by Regent Wilson, 
and the motion carried unanimously. 

D. Review and Acceptance of the Annual Report to the Legislature on Material 
Weaknesses and Fraud 

Internal Auditor Shizumura reported that there were no findings of material 
weaknesses, fraud, or illegal acts and noted that a report will be sent to the Legislature. 

Regent Moore moved to accept the annual reports, seconded by Vice-Chair Higaki, 
and the motion carried unanimously. 

E. Review and Acceptance of Office of Internal Audit Review of Clearing 
Accounts 

Internal Auditor Shizumura provided a brief overview of an audit conducted on UH 
clearing accounts to better understand the transactions using clearing accounts and 
what financial impacts, if any, this policy had on UH.  He noted that no significant issues 
or impacts to financial statements were discovered.  During the review of the clearing 
accounts it was learned that not all fiscal administrators were aware of, or familiar with, 
the policies governing these accounts.  Additionally, the high volume and use of clearing 
accounts (approximately 1,000 accounts), and some revisions to the process for, or 
controls on the use of, clearing accounts may be warranted. 

Regent Westerman inquired as to how the funds in clearing accounts were properly 
accounted for if these accounts were used to pay for charges in situations where it was 
unclear where the charge would be assigned.  Internal Auditor Shizumura replied that 
these charges are reclassified once it is determined where the charge should be applied 
but that the process can be improved. 

Regent Wilson moved to accept the report, seconded by Regent Moore, and the 
motion carried unanimously. 

F. Whistleblower Report 

Internal Auditor Shizumura provided an overview of the whistleblower summary and 
tracking reports.  He noted that some of the cases, particularly those that are HR related, 
are dated and may take some time to process due to a variety of reasons. 



Committee on Independent Audit Meeting Minutes of December 5, 2019 - Page 6 of 6 
DRAFT 

Chair McEnerney noted that discussions have occurred as to whether there was a 
process that could be used to determine if there were clusters of whistleblower reports 
to identify any possible trends and that VP Gouveia was working on this.  He also noted 
that while the amount of whistleblower reports looks large, the list provided only notes 
whether the cases were closed or remained open and that closed cases were not 
removed from the list. 

Board Chair Kudo noted that UH is embarking on providing mental health care 
services to students and inquired as whether this would have an impact on 
whistleblower complaints.  Internal Auditor Shizumura responded that he believes there 
were a few related cases in the past and that those cases were referred to the proper 
individuals in the respective departments. 

Vice-Chair Higaki inquired as to the reason behind the fluctuation in the number of 
whistleblower complaints experienced by UHH over a number of reporting periods.  
Internal Auditor Shizumura replied that the major anomaly was the receipt of 49 reports 
during one period that was due to multiple reports being made regarding the same issue.  
He also noted that when the whistleblower hotline reminder email is sent, there tends to 
be a spike in reports received. 

Regent Acoba noted that figures related to UHH should be looked at further as UHH 
appeared to have an inordinate amount of complaints per capita when compared to 
other campuses and inquired as to whether each campus receives reports on the 
complaints made at other campuses.  Internal Auditor Shizumura responded that each 
gets a report specific to their campus and that it was possible to provide reports noting 
complaints made at other campuses, but that specific details as to the nature of the 
complaint would need to be removed.  Chair McEnernery remarked that removal of the 
specific details of the complaint was particularly important to protect the identity of the 
whistleblower. 

V. ADJOURNMENT 

There being no further business, Vice-Chair Higaki moved to adjourn, Regent Wilson 
seconded the motion, and with unanimous approval, the meeting was adjourned at 
10:11 a.m. 

Respectfully Submitted, 

 

Kendra Oishi 
Executive Administrator and Secretary 

of the Board of Regents 



7o3ø~h
Kalbert K. Young

U f\4 TVC ~ Vice President for Budget and FinanceI L 31 1. 1 Chief Financial Officer
AIATA T~T UNIVERSITY OF HAWA0; J~.VVP’.~I I BOARD OF REGENT

SYSTEM

?~‘ JAN31 ~io:1o
~( E C FIVE [3

January 31, 2020

20 JAN 31 J~9 :02

TO: Benjamin Kudo
Chairperson, Board of Regents UNlVE~ rY OF HAWAII

P1~ES DEN F’S OFFICE
Michael McEnerney
Chair, Committee on Independent Audit, Board of Regents

VIA: David Lassner

FROM: Kalbert K. Young
Vice President for B& 0

SUBJECT: University of Hawai’i Supplemental Information to the Financial and
Compliance Reports as of June 30, 2019 and 2018

Attached are the University of Hawai’i (UH) supplemental information to the reports in
connection with the audit of the consolidated financial statements of the UH as of
June 30, 2019 and 2018. These reports were previously presented to the Committee
on December 5, 2019 and are items for review and acceptance at the Committee on
Independent Audit meeting on February 6, 2020.

These reports have been completed by Accuity LLP to satisfy annual audit requirements
and expectations. These reports for the years ended June 30, 2019 and 2018 are
officially provided to the Board of Regents as a draft and subject to Board acceptance
before designation as final. Ms. Jamie Asato, CPA of Accuity LLP will be attending the
Committee meeting to present these reports and anticipates responding to any inquiries
members may have.

Attachments:
1. University of Hawai’i Supplemental Information for (Combined):

a. University of Hawaii Mãnoa
b. University of Hawai’i Hilo
c. University of Hawai’i West O’ahu
d. University of Hawaii Maui College
e. Community College System

2444 Dole Street, Bachman Hall, Room 201
Honolulu, Hawai’i 96822

Telephone: (808) 956-8903 • Fax: (808) 956-5286

An Equal Opportunity/Affirmative Action Institution
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2. Internal Control and Business Issues Report
3. Corrective Action Responses for the Internal Control and Business Issues Report

c: University Internal Auditor (w/o Attachments)
University Controller (wlo Attachments)
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Report of Independent Auditors on Supplemental Information

To the Board of Regents
University of Hawai’i

We have audited the consolidated financial statements of the Unh~~csity of Hawaii (“Urii~èrsity”) as of
and for the years ended June 30, 2019 and 2018 and our report thereon dated December 5, 2019, which
expressed an unmodified opinion on those financial statements~ivhich can be made readily available
by the University upon request. Our audits were conducted fo~th~e l~yWose of forming an opinion on
the consolidated financial statements as a whole. Supplement~lt~liiédules I through Ill (‘supplemental
schedules”) are presented for purposes of additional analysis of thè~consolidated financial statements,
and are not a required part of the consolidated financial statements. ~i~h information is the responsibility
of management and was derived from and relates~dllrectly to the underlying accounting and other records
used to prepare the consolidated financial statements ~The~information has been subjected to the
auditing procedures applied in the audit of the cons~plidated fin~nciai statements and certain additional
procedures, including comparing and reconciling sU~h~införmati~n directly to the underlying accounting
and other records used to prepare the consolidated ~fii~ncial statements or to the consolidated financial
statements themselves, and other additional procedu’~e1s in accordance with auditing standards generally
accepted in the United States of A riëä.~ In our opini~h, the supplemental schedules are fairly stated
in all material respects in relatid~ito the .donsolidated financial statements as a whole.

Honolulu, Hawaii
February —, 2020
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Un~vers~ty of HawaM
State of Hawai’~
(A Component Unit of the State of Hawai’i)
University of Hawaii Mãnoa
Statements of Net Position
June 30, 2019 and 2018
(All dollars reported in thousands) Schedu’e

2019 2018
Assets and Deferred Outflows of Resources
Current assets

Cash and cash equivalents $ 27,156 $ 35,815
Operating investments 125960 113,292
Due from State of Hawaii 336 88
Accounts receivable net 63 164 63 308
Current portion of notes receivable net 817 2 192
Inventories 7 129 8 147
Due from Research Corporation of the University of Hawaii 5,669 -

Prepaid expenses and other current assets 7,221 6,596
Total current assets 237,452 229,438

Noncurrent assets
Due from State of Hawaii 36,807 38,526
Endowment and other investments 52 034 50 971
Notes receivable net 6365 11126
Capital assets, net 691,279 712,293
Other noncurrent assets 483 461

Total noncurrent assets 786,968 813,377
Total assets 1,024,420 1,042,815

Deferred outflows of resources
Deferred outflows on asset retirement obligations 2,519 2,520
Deferred loss on refunding 10 397 11 820

Total deferred outflows of resources 12,916 14,340
Total assets and deferred outflows of resources $ 1 037 336 $ 1 057 155

Liabilities and Net Position
Current liabilities

Accounts payable $ 14,460 $ 6,533
Accrued payroll and fringe benefits 33880 32,221
Advances from sponsors 15,715 16,454
Unearned revenue 33,777 33,808
Due to State of Hawaii 29 93
Due to Research Corporation of the University of Hawaii 2 663
Current portion of long term liabilities 37 981 36 944
Other current liabilities 4 290 4 377

Total current liabilities 140 132 133 093

Noncurrent liabilities
Due to campuses and funds 9,255 9,361
Revenue bonds payable 339,062 353,394
Asset retirement obligations 8,118 7,946
Other noncurrent liabilities 48,927 54,526

Total noncurrent liabilities 405,362 425,227
Total liabilities 545,494 558,320

Net position
Net investment in capital assets 339,298 345,890
Restricted

Nonexpendable 10,293 10,293
Expendable 71,191 76,152

Unrestricted 71,060 66,500
Total net position 491,842 498,835
Total liabilities and net position $ 1,037,336 $ 1,057,155
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University of Hawa~’i
State of Hawafl
(A Component Unit of the State of Hawai’i)
University of Hawafl Manoa
Statements of Revenues, Expenses and Changes ~n Net Position
Years Ended June 30, 2019 and 2018
(All dollars reported in thousands) Schedule N

2019 2018
Operating revenues
Student tuition and fees $ 265,714 $ 260,119
Less: Scholarship allowances 89,908 89,270

Net student tuition and fees 175,806 170,849

Federal appropriations, grants and contracts 207,296 212,325
State and local grants and contracts 35,003 33,381
Nongovernmental sponsored programs 41790 40,545
Sales and services of educational departments, other 28,451 26,113
Auxiliary enterprises

Bookstores 16,519 19,426
Student housing (net of scholarship allowances of $949 and $1,159) 27,040 28,344
Other auxiliary enterprises revenues 41,677 43,724

Other operating revenues 276 455
Total operating revenues 573,858 575,162

Operating expenses
Compensation and benefits 733,266 699,060
Supplies, services and cost of goods sold 115,092 112,974
Depreciation and amortization 52,748 54,044
Telephone and utilities 49,638 47,304
Scholarships and fellowships 13,748 15,952
Travel expenses 21,611 22,048
Repairs and maintenance i 3,540 11,375
Other operating expenses 29,033 27,743

Total operating expenses 1,028,676 990,500
Operating loss (454,818) (415,338)

Nonoperating revenues (expenses)
State appropriations 254,420 244,417
Federal Pell grants 17,679 17,376
Private gifts 3,128 3,054
Net investment income 7,869 4,543
Interestexpense (17,098) (17,556)
Transfers from State of Hawaii for

Fringe benefits 152,459 135,978
Restrictions 8,227 9,544

Loss on disposal of capital assets (1,578) (2,803)
Other, net (10,819) (13,138)

Net nonoperating revenues before capital and endowment additions 414,287 381,415

Capital — state appropriations 11,542 3,850
Capital — federal grants/subsidies 3,985 3,334
Capital — gifts and grants 473 468
Net transfers from State of Hawaii for capital assets 188 4
Transfers (to) from Federal —capital assets 87 (29)
Transfers from State of Hawaii, Tobacco settlement 9,400 9,397
Transfers from State of Hawaii, Hawaii Cancer Center 7,863 7,869

Total other revenues 33,538 24,893
Net nonoperating revenues 447,825 406,308
Change in net position (6,993) (9,030)

Net position
Beginning of year 498,835 508,141
Adjustment for change in accounting principle - (276)
Beginning of year, as restated 498,835 507,865
Endofyear $ 491,842 $ 498,835
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University of Hawai’~
State of Hawaii
(A Component Unit of the State of Hawai’i)
University of Hawaii Mãnoa
Summarized Statements of Cash flows
Years Ended June 30, 2019 and 2018
(All dollars reported in thousands) SchedWe W

2019 2018
Cash received from operations $ 571,971 $ 562,363

Cash payments for operations (818,355) (811,382)
Net cash used in operating activities (246,384) (249,019)

Net cash provided by noncapital financing activities 281669 276,292

Net cash used in capital and related financing activities (37,894) (46,882)

Net cash provided by (used in) investing activities (6,050) 38,141
Net increase (decrease) in cash and cash equivalents (8,659) 18,532

Cash and cash equivalents
Beginning of year 35,815 17,283
End of year $ 27,156 $ 35,815
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University of Hawai’i
State of Hawai’i
(A Component Unit of the State of Hawai’i)
University of Hawaii Mãnoa
Notes to Schedu’es I through IN
June 30, 2019 and 2018
(All dollars reported in thousands)

1. Basis of Presentation

The accompanying statements of net position and related statements of revenues, expenses
and changes in net position, and cash flows present the financial position and results of
operations of the University of Hawaii Mãnoa (“UH-Mänoa”), and are presented on the accrual
basis of accounting. The financial information of the Research Corporation of the University
of Hawaii and the University of Hawaii Foundation are not reflected in these schedules

For additional information that is essential to a full understanding of the information presented in
these schedules, refer to the University’s consolidated financial statements.

2. Employee Benefits

In accordance with University policy, the University’s liability for other postemployment benefits
(OPEB ) deferred outflows of resources and deferred inflows of resources related to OPEB
(“OPEB benefits”) are not allocated internally to individual departments, funds and campuses.
Accordingly, OPEB benefits are not reflected in these schedules.

In accordance with University policy, the University’s liability for pension benefits, deferred
outflows of resources, and deferred inflows of resources related to pensions (‘pension benefits”)
are not allocated internally to individual departments, funds and campuses. Accordingly, pension
benefits are not reflected in these schedules.
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University of Hawaii
State of Hawaii
(A Component Unit of the State of Hawai’i)
University of Hawai’i Mãnoa
Notes to Schedu’es I through IN
June 30, 2019 and 2018
(All dollars reported in thousands)

3. Implementation of GASB Statement No. 83

During fiscal year 2019, the University implemented GASB Statement No. 83, Certain Asset
Retirement Obligations (“ARO”). The objective of this Statement is to address accounting and
financial reporting for certain ARCs related to tangible capital assets. This statement requires
recognition of a liability for legal obligations to perform asset retirement activities related to
tangible capital assets The adoption of Statement No 83 resulted in the restatement of
UH-Manoa s beginning net position as of July 1 2017 by $276 from $508 141 to $507 865
which reflected the retroactive effect of Statement No 83

In addition to the restatement of beginning net position as of July 1 2017 certain amounts in
the 2018 UH Mãnoa supplemental schedules have been revised due to the adoption of GASB
Statement No 83

2018 Statement
As Previously No 83 2018

Reported Revisions Revised

Assets and Deferred Outflows of Resources
Deferred outflows on asset retirement obligations $ - $ 2 520 $ 2 520

Total deferred outflows of resources 11 820 2 520 14 340
Total assets and deferred outflows
of resources 1,054,635 2,520 1,057,155

Liabilities and Net Position
Duetocampusesandfunds 14361 (5000) 9361
Asset retirement obligations - 7 946 7 946

Total noncurrent liabilities 422 281 2 946 425 227
Total liabilities 555,374 2,946 558,320

Unrestricted 66,926 (426) 66,500
Total net position 499 261 (426) 498 835
Total liabilities and net position 1 054 635 2 520 1 057 155

Operating Expenses
Depreciation and amortization 53 894 150 54 044

Total operating expenses 990,350 150 990,500
Operating loss (415,188) (150) (415,338)
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Report of Independent Auditors on Supplemental Information

To the Board of Regents
University of Hawaii

We have audited the consolidated financial statements of the University of Hawaii (‘Uni~èrsity”) as of
and for the years ended June 30, 2019 and 2018 and our reportthereon dated December 5, 2019, which
expressed an unmodified opinion on those financial statements which pan be made readily available
by the University upon request. Our audits were conducted f~tlje pj~se of forming an opinion on
the consolidated financial statements as a whole. Supplemental~sdl~iedules I through Ill (supplemental
schedules”) are presented for purposes of additional analysis of the.~consolidated financial statements,
and are not a required part of the consolidated financial statements. Siuch information is the responsibility
of management and was derived from and relate i~tly to the underl~’ing accounting and other records
used to prepare the consolidated financial statements~meJ!~formation has been subjected to the
auditing procedures applied in the audit of the consolidatè~fihancial statements and certain additional

,j -~ •;~~‘-‘~ ~,,,

procedures, including comparing and reconciling s~b~informatiän directly to the underlying accounting
and other records used to prepare the consolidated f~ancial statements or to the consolidated financial
statements themselves, and other ~dditional procedur~ in accordance with auditing standards generally
accepted in the United States o~AI~~i~à’:, In our opini~óri, the supplemental schedules are fairly stated
in all material respects in relatiOn to the &~nsolidated financial statements as a whole.

~
Honolulu, Haw~i~i
February ,~020

_S\~
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Un~ver&ty of Hawafl
State of Hawa~’i
(A Component Unit of the State of Hawai’i)
University of Hawa[i HHo
Statements of Net PosWon
June 30, 2019 and 2018
(All dollars reported in thousands) Schedu’e I

2019 2018
Assets and Deferred Outflows of Resources
Current assets

Cash and cash equivalents $ 5304 $ 6,078
Operating investments 20,214 18,210
Due from State of Hawaii 7 8
Accounts receivable, net 3813 3,641
Current portion of notes receivable, net 133 200
Due from Research Corporation of the University of Hawaii 480 473
Prepaid expenses and other current assets 353 682

Total current assets 30,304 29,292

Noncurrent assets
Due from State of Hawaii 11,627 15,811
Endowment and other investments 6,319 6,477
Notes receivable, net 1,292 1,863
Capital assets, net 200,448 200,673

Total noncurrent assets 219,686 224,824
Total assets 249,990 254,116

Deferred outflows of resources
Deferred loss on refunding 1,267 1,370

Total deferred outflows of resources 1,267 1,370

Total assets and deferred outflows of resources $ 251,257 $ 255,486

Liabilities and Net Position
Current liabilities

Accounts payable $ 5,954 $ 4,639
Accrued payroll and fringe benefits 3,316 3,382
Advances from sponsors 1,450 889
Unearned revenue 2,945 2,690
Due to State of Hawaii 24 12
Current portion of long-term liabilities 2,646 2,524
Other current liabilities 279 286

Total current liabilities 16,614 14,422

Noncurrent liabilities
Duetocampusesandfunds 6,195 6,191
Revenue bonds payable 24,260 25,046
Asset retirement obligation 2,706 2,648
Other noncurrent liabilities 5,403 6,880

Total noncurrent liabilities 38,564 40,765
Total liabilities 55,178 55,187

Net position
Net investment in capital assets 178,102 179,993
Restricted

Nonexpendable 62 62
Expendable 12,339 14,318

Unrestricted 5,576 5,926
Total net position 196,079 200,299

Total liabilities and net position $ 251,257 $ 255,486
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Un~versity of Hawaii
State of Hawaii
(A Component Unit of the State of Hawai’i)
University of Hawai’i Hilo
Statements of Revenues, Expenses and Changes in Net Position
Years Ended June 30, 2019 and 2018
(All dollars reported in thousands) Schedule N

2019 2018

Operating revenues
Student tuition and fees $ 36,572 $ 37,873
Less: Scholarship allowances 13,151 13,584

Net student tuition and fees 23,421 24,289

Federal appropriations grants and contracts 12 946 12 944
State and local grants and contracts 806 692
Nongovernmental sponsored programs 2 333 2 526
Sales and services of educational departments other 1 073 825
Auxiliary enterprises

Student housing (net of scholarship allowances of $449 and $654) 3 348 3 051
Other auxiliary enterprises revenues 3,730 3,928

Other operating revenues 316 147
Total operating revenues 47 973 48 402

Operating expenses
Compensation and benefits 83,407 80357
Supplies, services and cost of goods sold 11,097 11,718
Depreciation and amortization 9,871 10,293
Telephone and utilities 4 745 4 466
Scholarships and fellowships 2 742 2 609
Travel expenses 2 566 2 564
Repairs and maintenance 1,008 998
Other operating expenses 2,793 2,756

Total operating expenses 118 229 115 761
Operating loss (70,256) (67,359)

Nonoperating revenues (expenses)
State appropriations 38,192 36,704
Federal Fell grants 6,475 6,799
Net investment income 1,045 285
Interestexpense (1,065) (1,088)
Transfers from State of Hawaii for fringe benefits 21 810 19 642
Loss on disposal of capital assets (1 053) (865)
Other net (2 989) (853)

Net nonoperating revenues before capital and endowment additions 62415 60 624

Capital — state appropriations 3 500 3 000
Capital federal grants/subsidies 123 -

Capital private grants and gifts 23 16
Net transfers to State of Hawaii for capital assets (25) (24)

Total other revenues 3,621 2,992
Net nonoperating revenues 66,036 63,616
Change in net position (4,220) (3,743)

Net position
Beginning of year 200,299 206,626
Adjustment for change in accounting principle - (2,584)
Beginning of year, as restated 200,299 204,042

End of year $ 196,079 $ 200299
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University of Hawai’i
State of Hawai’i
(A Component Unit of the State of Hawai’i)
University of Hawaii Hilo
Summarized Statements of Cash Flows
Years Ended June 30, 2019 and 2018
(All dollars reported in thousands) Schedule HI

2019 2018
Cash received from operations $ 48,736 $ 47,317

Cash payments for operations (85,744) (86,033)

Net cash used in operating activities (37,008) (38,716)

Net cash provided by noncapital financing activities 41,467 43,743

Net cash used in capital and related financing activities (4,406) (4,017)

Net cash provided by (used in) investing activities (827) 2,111
Net increase (decrease) in cash and cash equivalents (774) 3,121

Cash and cash equivalents
Beginning of year 6,078 2,957

End of year $ 5,304 $ 6,078

4



Basis of Presentation

The accompanying statements of net position and related statements of revenues, expenses and
changes in net position, and cash flows present the financial position and results of operations of
the University of Hawaii Hilo (“UH-Hilo”), and are presented on the accrual basis of accounting.
The financial information of the Research Corporation of the University of Hawaii and the
University of Hawaii Foundation are not reflected in these schedules.

For additional information that is essential to a full understanding of the information presented in
these schedules, refer to the University’s consolidated financial statements.

2. Employee Benefits

In accordance with University policy, the University’s liability for other postemployment benefits
çOPEB”), deferred outflows of resources, and deferred inflows of resources related to OPEB
(“OPEB benefits”) are not allocated internally to individual departments, funds and campuses.
Accordingly, OPEB benefits are not reflected in these schedules.

In accordance with University policy, the University’s liability for pension benefits, deferred
oufflows of resources, and deferred inflows of resources related to pensions (pension benefits”)
are not allocated internally to individual departments, funds and campuses. Accordingly, pension
benefits are not reflected in these schedules.

University of Hawa~’i
State of Hawa~9
(A Component Unit of the State of Hawai’i)
University of Hawaä’i Hilo
Notes to SchedWes I through ~N
June 30, 2019 and 2018
(All dollars reported in thousands)
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Un~vers~ty of Hawaii
State of Hawaii
(A Component Unit of the State of Hawai’i)
University of Haw&’i Hilo
Notes to Schedules I through HI
June 30, 2019 and 2018
(All dollars reported in thousands)

3. Implementation of GASB Statement No. 83

During fiscal year 2019, t~he University implemented GASS Statement No. 83, Certain Asset
Retirement Obligations (“ARO”). The objective of this Statement is to address accounting and
financial reporting for certain AROs related to tangible capital assets. This statement requires
recognition of a liability for legal obligations to perform asset retirement activities related to
tangible capital assets The adoption of Statement No 83 resulted in the restatement of
UH Hilo s beginning net position as of July 1 2017 by $2 584 from $206 626 to $204 042
which reflected the retroactive effect of Statement No 83

In addition to the restatement of beginning net position as of July 1, 2017, certain amounts
in the 2018 UH-HiIo supplemental schedules have been revised due to the adoption of GASB
Statement No. 83.

2018 Statement
As Previously No. 83 2018

Reported Revisions Revised

Liabilities and Net Position
Advances from sponsors $ 5,889 $ (5,000) $ 889
Due to campuses and funds 1,191 5,000 6,191
Asset retirement obligation - 2,648 2,648
Unrestricted 8,574 (2,648) 5,926

Total net position 202,947 (2,648) 200,299

Operating expenses
Depreciation and amortization 10,229 64 10,293

Total operating expenses 115,697 64 115,761
Operating loss (67,295) (64) (67,359)
Change in net position (3,679) (64) (3,743)
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Report of Independent Auditors on Supplemental Information

To the Board of Regents
University of Hawaii

We have audited the consolidated financial statements of the Univer~sity of Hawaii (‘University”) as of
and for the years ended June 30, 2019 and 2018 and our reporttE~ereon dated December 5, 2019, which
expressed an unmodified opinion on those financial statemeOté; cvhich can be made readily available
by the University upon request. Our audits were conducted fd~the ii,T~ose of forming an opinion on
the consolidated financial statements as a whole. SupplementàL~ch’~dules I through Ill (‘supplemental
schedules”) are presented for purposes of additional analysis of thë.~consolidated financial statements,
and are not a required part of the consolidated financial statements. ~~ch information is the responsibility
of management and was derived from and relates directly to the underlying accounting and other records
used to prepare the consolidated financial statements The information has been subjected to the
auditing procedures applied in the audit of the consolidate’d financial statements and certain additional
procedures, including comparing and reconciling st~bh.informatiàn directly to the underlying accounting
and other records used to prepare the consolidated flr~ncial statements or to the consolidated financial
statements themselves, and other additional procedur~s in accordance with auditing standards generally
accepted in the United States of Ai~erica\ In our opiniol~, the supplemental schedules are fairly stated
in all material respects in relation to the consolidated financial statements as a whole.

Honolulu, Hawaii
February_, 2020
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University of Hawafl
State of Hawaii
(A Component Unit of the State of Hawai’i)
University of Hawaii West O’ahu
Statements of Net Posftion
June 30, 2019 and 2018
(All dollars reported in thousands)

Assets
2019

Schedule I

2018

Current assets
Cash and cash equivalents
Operating investments
Accounts receivable, net
Prepaid expenses and other current assets

Total current assets

Noncurrent assets
Due from State of Hawaii
Endowment and other investments
Capital assets, net

Total noncurrent assets
Total assets

Deferred outflows of resources
Deferred loss on refunding

Total deferred outflows of resources

Total assets and deferred outflows of resources

Liabilities and Net Position
Current liabilities

Accounts payable
Accrued payroll and fringe benefits
Advances from sponsors
Unearned revenue
Due to State of Hawaii
Due to Research Corporation of the University of Hawaii
Current portion of long-term liabilities
Other current liabilities

Total current liabilities

Noncurrent liabilities
Due to campuses and funds
Revenue bonds payable
Other noncurrent liabilities

Total noncurrent liabilities

Net position

Total liabilities

Net investment in capital assets
Restricted

Nonexpendable
Expendable

Unrestricted
Total net position

Total liabilities and net position

$ 1,839 $ 2,700
6,839 8,255
1,231 1,730

146 312
10,055 12,997

433
221

125,797 ____________

126,451 _____________

136,506

433
208

128,985
129,626
142,623

1,086
1,086

$ 143,709

$ 783
1,742

378
697

2
358

2,500
808

7,268

665
58,608
3,865

63,138
70,406

1,006
1,006

$ 137,512

$ 1,948
1,780

324
735

2
244

2,711
787

8,531

665
56,796

3,720
61,181
69,712

64,541 61,869

101 101
657

2,501
67,800

$ 137,512

739
10,594
73,303

$ 143,709
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Un~ver&ty of Hawai’i
State of Hawaii
(A Component Unit of the State of Hawaii)
Universfty of Hawa[i West O’ahu
Statements of Revenues, Expenses and Changes in Net Position
Years Ended June 30, 2019 and 2018
(All dollars reported in thousands) Schedule N

Operating revenues
Student tuition and fees
Less: Scholarship allowances

Total operating revenues

Operating expenses
Compensation and benefits
Supplies, services and cost of goods sold
Depreciation
Telephone and utilities
Scholarships and fellowships
Travel expenses
Repairs and maintenance
Other operating expenses

Total operating expenses
Operating loss

Beginning of year

End of year

2019

$ 18,605
6,631

11,974

4,196
23

747
277
248

2
17,467

39,683
2,179
7,279
2,196
1,018

568
431
596

53,950
(36,483)

73,303

$ 67,800

2018

$ 18,648
6,629

12,019

6,613
338
576
370
260

20,176

36,239
2,185
6,820

806
780
479
473
901

48,683
(28,507)

(337)
17,437
43,428
14,921

58,382

$ 73,303

Net student tuition and fees

Federal appropriations, grants and contracts
State and local grants and contracts
Nongovernmental sponsored programs
Sales and services of educational departments, other
Other auxiliary enterprises revenues
Other operating revenues

Nonoperating revenues (expenses)
State appropriations
Federal Pell grants
Net investment income
Interest expense
Transfers from State of Hawaii for fringe benefits
Other, net

Net nonoperating revenues before capital and endowment additions

Capital — state appropriations
Capital federal grants and subsidies
Net transfers to State of Hawaii for capital assets

Total other revenues
Net nonoperating revenues

Change in net position

Net position

17,765 16204
4,725 4,762

292 72
(3,087) (3,139)
11,362 9,838

(854) (1,746)
30,203 25,991

- 17,000
777 774

777
30,980
(5,503)

3



University of Hawaii
State of Hawaii
(A Component Unit of the State of Hawai’i)
University of Hawaii West Oahu
Summarized Statements of Cash flows
Years Ended June 30, 2019 and 2018
(All dollars reported in thousands) SchedWe ~N

2019 2018
Cash received from operations $ 18,051 $ 19,724

Cash payments for operations (39,389) (31,618)

Net cash used in operating activities (21338) (11,894)

Net cash provided by noncapital financing activities 21,416 20,983

Net cash used in capital and related financing activities (2 613) (9362)

Net cash provided by investing activities 1 674 1 599
Net increase (decrease) in cash and cash equivalents (861) 1 326

Cash and cash equivalents
Beginning of year 2 700 1 374

End of year $ 1 839 $ 2 700

4



Un[versity of Hawa~1
State of HawaM
(A Component Unit of the State of Hawai’i)
University of Hawai’i West O’ahu
Notes to Schedules I through NI
June 30, 2019 and 2018
(All dollars reported in thousands)

1. Basis of Presentation

The accompanying statements of net position and related statements of revenues, expenses and
changes in net position and cash flows present the financial position and results of operations of
the University of Hawaii West O’ahu (UH-West O’ahu”), and are presented on the accrual basis
of accounting The financial information of the Research Corporation of the University of Hawaii
and the University of Hawaii Foundation are not reflected in these schedules

For additional information that is essential to a full understanding of the information presented in
these schedules, refer to the University’s consolidated financial statements.

2. Employee Benefits

In accordance with University policy, the University’s liability for other postemployment benefits
OPEB ) deferred outflows of resources and deferred inflows of resources related to OPEB

(OPEB benefits ) are not allocated internally to individual departments funds and campuses
Accordingly, OPEB benefits are not reflected in these schedules.

In accordance with University policy, the University’s liability for pension benefits, deferred
outflows of resources, and deferred inflows of resources related to pensions (“pension benefits”)
are not allocated internally to individual departments, funds and campuses. Accordingly, pension
benefits are not reflected in these schedules.
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Report of Independent Auditors on Supplemental Information

To the Board of Regents
University of Hawaii

We have audited the consolidated financial statements of the University of Hawai i (University’) as of
and for the years ended June 30, 2019 and 2018 and our reportthe~reon dated December 5~ 2019, which
expressed an unmodified opinion on those financial statement~,~hich can be made readily available
by the University upon request. Our audits were conducted fd~,t~e purpose of forming an opinion on
the consolidated financial statements as a whole. Supplementái~ch~edules I through III (‘supplemental
schedules”) are presented for purposes of additional analysis of thec9nsolidated financial statements,
and are not a required part of the consolidated financial statements. ‘~S~ich information is the responsibility
of management and was derived from and relates directly to the underlying accounting and other records
used to prepare the consolidated financial stateri’iênts. The information has been subjected to the
auditing procedures applied in the aud t of the consolidated financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the consolidated fin~ncial statements or to the consolidated financial
statements themselves, and other ~dditçonal procedu~s in accordance with auditing standards generally
accepted n the United States of A~mericá~ In our opiniOn, the supplemental schedules are fairly stated
in all material respects in relahoii to the óonsolidated financial statements as a whole.

Honolulu, Hawaii
February —, 2020
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University of Hawaii
State of Hawaii
(A Component Unit of the State of Hawai’i)
University of Hawaii Maui CoNege
Statements of Net Position
June 30, 2019 and 2018
(All dollars reported in thousands) SchedWe

2019 2018

Assets
Current assets

Cash and cash equivalents $ 1,123 $ 1,285
Operating investments 3,721 3,598
Accounts receivable net 2 143 1 876
Current portion of notes receivable net 1
Prepaid expenses and other current assets 47 92

Total current assets 7034 6852

Noncurrent assets
Due from State of Hawaii 313 313
Endowment and other investments 343 337
Notes receivable net 6 5
Capital assets net 61 555 61 687
Other noncurrent assets 867 4 159

Total noncurrent assets 63,084 66,501

Total assets $ 70,118 $ 73,353

Liabilities and Net Position
Current liabilities

Accounts payable $ 751 $ 443
Accrued payroll and fringe benefits 1 396 1 568
Advances from sponsors 661 592
Unearned revenue 581 639
Due to the State of Hawaii 5 9
Due to Research Corporation of the University of Hawaii 498 372
Current portion of long term liabilities 1197 1 228

Total current liabilities 5 089 4 851

Noncurrent liabilities
Due to campuses and funds 1 700 1 725
Equipment lease obligation 5 663 5 937
Other noncurrent liabilities 1 728 1 493

Total noncurrent liabilities 9,091 9,155
Total liabilities 14,180 14,006

Net position
Net investment in capital assets 56,485 61,687
Restricted — expendable (441) (1,506)
Unrestricted (106) (834)

Total net position 55,938 59,347

Total liabilities and net position $ 70,118 $ 73353
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University of Hawaii
State of Hawa~’i
(A Component Unit of the State of Hawai’i)
University of Hawaii Maui College
Statements of Revenues, Expenses and Changes in Net Position
Years Ended June 30, 2019 and 2018
~‘All dollars reported in thousands) Schedu’e H

Operating revenues
Student tuition and fees
Less: Scholarship allowances

Total operating revenues

Operating expenses
Compensation and benefits
Supplies, services and cost of goods sold
Depreciation
Telephone and utilities
Scholarships and fellowships
Travel expenses
Repairs and maintenance
Other operating expenses

Total operating expenses
Operating loss

Federal transfers — capital assets
Capital — private grants and gifts

Net position
Beginning of year

End of year

2019

$ 8,576
3,211
5,365

9,978
1,444

458
1,242

18
13

18,518

37,299
4,143
3,841
1,926
3,215

592
1,439

473
52,928

(34,410)

18,154
3,289

163
9,819
(173)
(259)

2018

$ 8,949
3,619
5,330

9,831
1,520

416
1,090

37
2

18,226

36,612
5,620
3,370
1,739
3,354

817
904
134

52,550
(34,324)

17,290
3,820

67
8,812

(97)
403

Net student tuition and fees

Federal appropriations, grants and contracts
State and local grants and contracts
Nongovernmental sponsored programs
Sales and services of educational departments, other
Auxiliary enterprises — Other auxiliary enterprises revenues
Other operating revenues

Nonoperating revenues (expenses)
State appropriations
Federal Pell grants
Net investment income
Transfers from State of Hawaii for fringe benefits
Loss on disposal of capital assets
Other, net

Net nonoperating revenues before
capital and endowment additions 30,993 30,295

- (33)
8 ________________

Total other revenues (expenses) 8 (33)
Net nonoperating revenues 31 001 30,262
Change in net position (3,409) (4,062)

59,347

$ 55,938

63,409

$ 59,347
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University of Hawaii
State of Hawaii
(A Component Unit of the State of Hawai’i) -

University of Hawaii Maui College
Summarized Statements of Cash Flows
Years Ended June 30, 2019 and 2018
(All dollars reported in thousands) Schedule Ill

2019 2018
Cash received from operations $ 18,271 $ 17,892

Cash payments for operations (38578) (39,916)

Net cash used in operating activities (20,307) (22,024)

Net cash provided by noncapitaf financing activities 21 443 23 247

Net cash used in capital and related financing activities (1 327) (625)

Net cash provided by investing activities 29 69

Net increase (decrease) in cash and casli equivalents (162) 667

Cash and cash equivalents
Beginning of year 1,285 618

End of year $ 1123 $ 1285

4



Un~ver&ty of Hawaii
State of Hawaii
(A Component Unit of the State of Hawai’i)
Un~vers~ty of Hawa[i Maui CoNege
Notes to Schedules I through III
June 30, 2019 and 2018
(All dollars reported in thousands)

1. Basis of Presentation

The accompanying statements of net position and related statements of revenues, expenses and
changes in net position and cash flows present the financial position and results of operations of
the University of Hawaii Maui College (“UH-Maui”), and are presented on the accrual basis of
accounting. The financial information of the Research Corporation of the University of Hawaii
and the University of Hawai Foundation are not reflected in these schedules

For additional information that is essential to a full understanding of the information presented in
these schedules, refer to the University’s consolidated financial statements.

2. Employee Benefits

In accordance with University policy, the University’s liability for other postemployment benefits
(OPEB ) deferred outflows of resources and deferred inflows of resources related to OPEB
(“OPEB benefits”) are not allocated internally to individual departments, funds and campuses.
Accordingly, OPEB benefits are not reflected in these schedules.

In accordance with University policy, the University’s liability for pension benefits, deferred
outflows of resources, and deferred inflows of resources related to pensions (“pension benefits”)
are not allocated internally to individual departments, funds and campuses. Accordingly, pension
benefits are not reflected in these schedules.
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Report of Independent Auditors on Supplemental Information

To the Board of Regents
University of Hawaii

We have audited the consolidated financial statements of the University of Hawaii (“Unk~ersity”) as of
and forthe years ended June 30, 2019 and 2018 and our report thereon dated December 5, 2019, which
expressed an unmodified opinion on those financial statementh~ which can be made readily available
by the University upon request. Our audits were conducted fo~r~the pui~p°6se of forming an opinion on
the consolidated financial statements as a whole. SupplementáI~schédules I and II (‘supplemental
schedules”) are presented for purposes of additional analysis of the;:consolidated financial statements,
and are not a required part of the consolidated financial statements. ~‘uch information is the responsibility
of management and was derived from and reIate~ directly to the underl9ing accounting and other records
used to prepare the consolidated financial staterñerits.~The information has been subjected to the
auditing procedures applied in the audit of the consolidated financial statements and certain additional
procedures, including comparing and reconcilng such information directly to the underlying accounting
and other records used to prepare the consolidated fii~ancial statements or to the consolidated financial
statements themselves, and other ad~ditional procedures in accordance with auditing standards generally
accepted in the United States of A’ ricä~ in our opinion, the supplemental schedules are fairly stated
in all material respects in relatkrito the ~dnsolidated financial statements as a whole.

Honolulu, Hawaii
February , 2020
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University of Hawai’i
State of Hawaii
(A Component Unit of the State of Hawai’i)
Community College System
Statements of Net Position
June 30, 2019 and 2018
(All dollars reported in thousands) Schedule I

Assets
Current assets

Cash and cash equivalents
Operating investments
Due from State of Hawaii
Accounts receivable, net
Current portion of notes receivable, net
Prepaid expenses and other current assets

Total current assets

Noncurrent assets
Due from State of Hawaii
Endowment and other investments
Notes receivable, net
Capital assets, net
Due from campuses and funds
Other noncurrent assets

Total noncurrent assets
Total assets

Deferred outflows of resources
Deferred loss on refunding

Total deferred outflows of resources

Total assets and deferred outflows of resources

Liabilities and Net Position
Current liabilities

Accounts payable
Accrued payroll and fringe benefits
Advances from sponsors
Unearned revenue
Due to State of Hawaii
Due to Research Corporation of the University of Hawaii
Current portion of long term liabilities
Other current liabilities

Total current liabilities

Noncurrent liabilities
Revenue bonds payable
Equipment lease obligation
Other noncurrent liabilities

Total noncurrent liabilities
Total liabilities

Net position
Net investment in capital assets
Restricted — expendable
Unrestricted

Total net position

Total liabilities and net position

$ 7,857 $ 10,775
31,660 31,294

3 3
9,375 8,163

39 37
670 1,044

49,604 51,316

95,015
105
127

309,225
2,932

755 _____________

408,159 ___________

457,763 _____________

428 _____________

428 ____________

$ 458,191 ___________

2019 2018

82,277
105
108

286416
2,928

18,440
390,274
441,590

461
461

$ 442,051

$ 9,605
9,127

513
4,566

35
1,520
9,883

603
35,852

42,750
22,462
11,249
76,461

112,313

242,133
69,757
17,848

329,738

$ 442,051

$ 6,139
8,910

719
4,402

78
3,767
9,164

587
33,766

41,426
21,328
11,515
74,269

108,035

244,513
87,952
17,691

350,156

$ 458,191
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University of Hawaii
State of Hawaii
(A Component Unit of the State of Hawai9)
Community CoNege System
Statements of Revenues, Expenses and Changes in Net Position
Years Ended June 30, 2019 and 2018
(All dollars reported in thousands) Schedule N

2019 2018

Operating revenues
Student tuition and fees $ 64,985 $ 67,560
Less: Scholarship allowances 19,987 21,145

Net student tuition and fees 44,998 46,415

Federal appropriations, grants and contracts 22,831 23,188
State and local grants and contracts 1,074 1,016
Nongovernmental sponsored programs 1,780 1,701
Sales and services of educational departments, other 5,170 5,448
Auxiliary enterprises 755 805
Other operating revenues 24 69

Total operating revenues 76,632 78,642

Operating expenses
Compensation and benefits 232,135 222,831
Supplies, services and cost of goods sold 17,811 26,219
Depreciation 15,352 14,936
Telephone and utilities 9,434 9,376
Scholarships and fellowships 10,182 11,091
Travel expenses 2,619 2,718
Repairs and maintenance 5,071 3,665
Other operating expenses 2,880 2,297

Total operating expenses 295,484 293,133
Operating loss (218,852) (214,491)

Nonoperating revenues (expenses)
State appropriations 128,032 123,699
Federal Pell grants 21,354 23,298
Net investment income 1,330 436
Interest expense (2,304) (2,333)
Transfers from State of Hawaii for fringe benefits 69,863 62,521
Loss on disposal of capital assets (1,873) (641)
Other, net (7,769) (4,444)

Net nonoperating revenues before capital and endowment additions 208,633 202,536

Capital — state appropriations 30,173 33,645
Capital — federal grants/subsidies 653 498
Capital — gifts and grants 76 (175)
Net transfers to State of Hawaii for capital assets (265) (6,345)

Total other revenues 30,637 27,623
Net nonoperating revenues 239,270 230,159
Change in net position 20,418 15,668

Net position
Beginning of year 329,738 314,070

End of year $ 350,156 $ 329,738
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Un~vers~ty of Hawa~1
State of Hawa~1
(A Component Unit of the State of Hawaii)
Communfty College System
Notes to Schedu’es and H
June 30, 2019 and 2018
(All dollars reported in thousands)

1. Basis of Presentation

The accompanying statements of net position and related statements of revenues, expenses
and changes in net position of the Community College System excluding Maui College, which
is presented in a separate report, present the financial position and results of operations of the
Community College System, and are presented on the accrual basis of accounting. The financial
information of the Research Corporation of the University of Hawaii and the University of Hawaii
Foundation are not reflected in these schedules

For additional information that is essential to a full understanding of the information presented in
these schedules, refer to the University’s consolidated financial statements.

2 Employee Benefits

In accordance with University policy the University s liability for other postemployment benefits
OPEB ) deferred outflows of resources and deferred inflows of resources related to OPEB
OPEB benefits ) are not allocated internally to individual departments funds and campuses

Accordingly, OPEB benefits are not reflected in these schedules.

In accordance with University policy the University s liability for pension benefits deferred
outflows of resources and deferred inflows of resources related to pensions ( pension benefits
are not allocated internally to individual departments, funds and campuses. Accordingly, pension
benefits are not reflected in these schedules.
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University of Hawai’i
State of Hawai’i
Internal Control and Business Issues Report

Year Ended June 30, 2019
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GKfl1FtrD PULtG ACCOUNTAN1’S

To the Board of Regents and Administration
University of Hawaii

In planning and performing our audit of the consolidated financial statements of the University of Hawaii
(the “University”) as of and for the year ended June 30, 2019, in accordance with auditing standards
generally accepted in the United States of America, we considered its internal control over financial
reporting (“internal control”) as a basis for designing our auditing procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the consolidated financial statements, but
not for the purpose of expressing an opinion on the effectiveness of internal control. Accordingly, we
do not express an opinion on the effectiveness of the University’s internal control.

We are pleased to present for your consideration, comments and observations identified during the
course of our audit that were not required to be reported in our Title 2 U.S. Code of Federal Regulations
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards compliance audit report. This letter is intended solely for the information and use of the Board of
Regents, management and others within the University and is not intended to be and should not be used
by anyone other than these specified parties.

If you would like any further information or would like to discuss any of the issues raised, please do not
hesitate to contact us.

Honolulu, Hawai’i
February —, 2020
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University of Hawai’i
State of Hawai’i
Current Year Comments and Observations
Year Ended June 30, 2019

Comment No. 19-01: Untimely Execution of Purchase Orders

During our audit, we noted the following instances in which purchase orders were executed and approved
subsequent to the receipt of the goods or services from the vendor:

• Two purchase orders totaling $1,558 for the Title Ill Higher Education — Institutional Aid major Federal
program.

• Two purchase orders totaling $634 for the Title VII — Native Hawaiian Education major Federal
program.

• One purchase order totaling $150 for the NASA IRTF Operation major Federal program.

An executed and approved purchase order serves as an indication that a formal agreement between the
vendor and the University regarding the nature and cost of goods or services to be provided has been
reached.

Failure to complete a purchase order prior to the commencement of services or the receipt of goods
from a vendor exposes the University to an undue risk of the misuse of Federal funds.

Recommendation

We recommend that the University ensure that a purchase order is properly executed and approved
prior to the receipt of goods or services from a vendor.

Comment No 19-02: Untimely Submission of Travel Completion Report

During our audit, we noted one instance for the Title Ill Higher Education — Institutional Aid major Federal
program where a “Travel Completion Report” form was not submitted in a manner consistent with the
policies set forth in the University’s Administrative Procedures (“AP”) as follows:

• For the travel period from November 11, 2018 to November 18, 2018, the “Travel Completion Report’
form was not submitted until January 10, 2019.

Paragraph 6, subsection L, of section A8.851, Employee Out-of-State and Intra-State Travel, of the
University’s AP states that “the Travel Completion report must be submitted to the traveler’s business
office within 21 calendar days from the end date of the trip.”

Failure to submit the “Travel Completion Report” in a timely manner may result in the untimely
disbursement of Federal funds by the University.

Recommendation

We recommend that all reimbursement requests for travel expenditures are submitted and approved
in a timely manner in accordance with University policies.



University of Hawai’i
State of Hawai’i
Current Year Comments and Observations
Year Ended June 30, 2019

Comment No. 19-03: Procurement Testing

During our audit, we noted the following matters for two out of four Exempt From Hawaii Revised
Statutes (HRS”) Section 103D professional service contracts selected for testing:

• A contract totaling $73,020 was executed by an employee who did not maintain the authority
to execute the contract on behalf of the University. Furthermore, the Office of Procurement
Management (“OPM”) noted that the contract contained certain terms and conditions that were
not allowable in accordance with University policy. As the contract had been previously executed,
the University was ultimately unable to rescind or revise the terms included in the contract.

• The purchase order and purchase requisition for a contract totaling $40,945 were approved
subsequent to the continued provision of services from a preexisting vendor. OPM noted that the
proposed contract amendment to extend vendor services contained certain terms and conditions
that were not allowable in accordance with University policy. Furthermore, a completed “Certificate
of Vendor Compliance” form was not obtained prior to the execution of the contract, resulting in
noncompliance with the policies set forth in section A8.200, Procurement, of the University’s AP.
The University was ultimately able to execute a revised agreement that was in compliance with
University policy and subsequently obtain a completed “Certificate of Vendor Compliance” form.

Failure to execute contracts in accordance with the University’s procurement policies exposes the
University to an undue risk of the misuse of funds.

Recommendation

We recommend that the University ensure that contracts are executed by authorized individuals and
in accordance with procurement policies.

Comment No. 19-04: Investment Policy Compliance

During our audit, we noted the following instances in which equity investments within the University’s
endowment fund were not maintained in compliance with Section C.a.(3)(e)iii, Diversification, of Board
of Regents (“BOR”) Policy 8.207, Investments:

• For the quarter ended March 31, 2019, investments in the Financial and Information Technology
sectors represented 18.83% and 17.70% of the total value of equity investments, respectively.

• For the quarter ended June 30, 2019, investments in the Financial and Information Technology
sectors represented 17.85% and 17.92% of the total value of equity investments, respectively.

Section C.a.(3)(e)iii, Diversification, of BOR Policy 8.207, Investments, states “The investment manager
will not be required to invest in equity securities representing a cross section of the economy. However,
the investment manager will be allowed to choose the degree of concertation in any industry up to a
maximum limit of 15% of total equities in any one industry at market value and a maximum limit of 10%
in any one company.”

The University uses a third party to monitor the investments maintained in its endowment fund. Failure to
review documentation provided by the third party monitor on a timely basis may expose the University to
an undue risk of noncompliance with BOR policies.
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University of Hawai’i
State of Hawai’i
Current Year Comments and Observations
Year Ended June 30, 2019

Recommendation

We recommend that management ensure that reports provided by the third party monitor are reviewed
in a timely manner and that investment portfolios are maintained in compliance with B0R policies.

Comment No. 19-05: Untimely Submission of Performance and Financial Reports

During our audit, we noted the following instances for the R&D Cluster major Federal program in which
the University failed to submit a financial and performance report within the required deadline as specified
by the Federal awarding agency:

• For the period ended March14, 2019, the quarterly SF-425 financial report was not submitted until
May 3,2019, 3 days after the required deadline.

• For the period ended September 30, 2018, the Report of Inventions and Subcontracts (DD Form 882)
performance report was not submitted until February 4, 2019, 37 days after the required deadline.

Section 200.327 — Financial Reporting of Title 2 U.S. Code of Federal Regulations (“CFR”) Part 200 —

Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards,
states “Unless otherwise approved by 0MB, the Federal awarding agency may solicit only the standard,
0MB-approved governmentwide data elements for collection of financial information (at time of
publication the Federal Financial Report or such future collections as may be approved by 0MB and
listed on the 0MB website). This information must be collected with the frequency required by the terms
and conditions of the Federal award, but no less frequently than annually nor more frequently than
quarterly except in unusual circumstances...”

Section 200.328 — Monitoring and Reporting Program Performance of Title 2 U.S. CFR Part 200 —

Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards,
states “The non-Federal entity must submit performance reports at the interval required by the Federal
awarding agency or pass through entity to best inform improvements in program outcomes and
productivity. Intervals must be no less frequent than annually nor more frequent than quarterly except
in unusual circumstances...”

Failure to submit financial and performance reports in a timely manner exposes the University to an
undue risk of noncompliance with the provisions of the award and Title 2 U.S. CFR Part 200.

Recommendation

We recommend that the University ensure that the required financial and performance reports are
submitted in a timely manner as specified by the Federal awarding agency.
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UNIVERSITY of HAWAI’t
SYSTEM

University of Hawaii
State of Hawai’i
Summary Schedule of Prior Comments and Observations
Year Ended June 30, 2019

Status
Current Year

Finding Description Type Resolved Unresolved Finding

18-01 Untimely Execution of Purchase Control X 19-01
Orders Deficiency

(CD’)

18-02 Untimely Submission of CD X 19-02
Travel Completion Report

18-03 Lack of Delegation of Signing CD X
Authority

18-04 Untimely Submission of CD X 19-05
Performance Report

18-05 Ship Operations CD X

18-06 Centralization of Student CD X
Financial Aid Packaging
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University of Hawai’i
Corrective Action Plan Related to Internal Control and Business issues Report

Year Ended June 30, 2019
Current Year Comments

Comment No. 19-01: Untimely Execution of Purchase Orders (POs)

Federal Agency: U.S. Department of Education

ResponsIble Individual: Sheri Ching, Fiscal Manager, University of Hawai’i West O’ahu

Date Action Taken: Ongoing

In both instances, necessary supporting documents required to execute a P0 were not received by
the Business Office until after services were rendered. At the time the P0 was executed, Business
Office personnel reminded project staff of the University requirement and importance of executing
an approved P0 prior to the commencement of services.

Reminders about procurement requirements, including unauthorized (confirming) purchases were
included in the September 2019 Chancellor’s monthly newsletter. The Business Office has held
training sessions and continually works with project staff, including Principal Investigators and
Project Directors, to ensure they understand University policies and procedures related to
procurement—including the timely execution of POs. Additional training sessions on University
procurement rules will be held to reinforce understanding.

Federal Agency: U.S. Department of Education

Responsible individuals: Tina Tsubota, Administrative Officer, Center on Disability Studies
Brian Hamasaki, Administrative Officer, Curriculum Research &

Development Group

Dates Action Taken: October 31, 2019
November 1, 2019

A reminder email was sent to the project Admin Assistants that all POs should be processed in a
timely manner and executed prior to the receipt of goods or services from the vendor. Fiscal staff
will not approve or process POs after the receipt of goods or services.

Federal Agency: NASA

Responsible Individual: Sandra Miyata, Fiscal Administrator, IFA

Date Action Taken: November 14, 2019

We do not agree that the P0 in question meets the Criteria and Effect stated in the finding as the
payment of an honorarium for participation in a Time Allocation Committee (TAC) meeting is not
considered a formal agreement with a vendor nor would failure to complete a P0 prior to
commencement of services affect, in anyway, participation in the committee activities nor expose
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University of Hawai’i
Corrective Action Plan Related to Internal Control and Business Issues Report

Year Ended June 30, 2019
Current Year Comments

Comment No. 19-01: Untimely Execution of Purchase Orders (POs) (ContInued)

the University to undue risk or misuse of federal funds. However we make every effort to ensure
that a P0 for honorarium is executed and approved prior to the receipt of services.

Our current procedures for executing POs for TAC meetings are as follows:
• Semester meeting invitation and TAC contact information is sent by P1 to FA.
• TAC members are contacted and instructed to fill out and return the required WH-1 and

provide all support documentation prior to their first meeting date.
• Admin staff are forwarded the necessary info to create the new vendor record and generate

the P0 requisition for the honorarium. P0 routes for P1 and FA signature approvals and
execution.

• Honorarium payment is processed after the semester meeting has concluded.

Note that there are unavoidable delays in setting TAC dates and in collecting the required
documentation from TAC participants which could affect the timing of executing the P0. To
address this, we will implement the following additional procedures.

1. If the required documentation is not received at least one week prior to the start of the
TAC meeting, the P1 will be notified and will be responsible for sending a reminder email
to the TAC participant.

2. If the documentation is not received by the start of the TAC meeting, the honorarium will
be deferred until the next meeting or cancelled if no further participation is anticipated.
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University of Hawaii
Corrective Action Plan Related to Internal Control and Business Issues Report

Year Ended June 30, 2019
Current Year Comments

Comment No. 19-02: Untimely Submission of Travel CompletIon Report

Federal Agency: U.S. Department of Education

Responsible Individual: Deanne Koshi, Fiscal Administrator, Kaual Community College

Date Action Taken: November 4, 2019

A meeting was held with members of the project: Principal Investigator, Helen Cox, and the Project
Coordinator, Andrea Erichsen, to review the FY2019 Audit Finding and Section L.6 of Part ill,
Administrative Procedures, of AP 8.851, Employee Out-of-State and Intra-State Travel. The
members of the project were informed of the expectations to timely submit travel completions
within 21 days from the return date of the traveler and consequences if we do not follow the
procedures established by the University.

Since that period of time, the project has been providing travelers with envelopes to store all travel
related documentation and inform travelers of the expectation to maintain proper records to
minimize delays in compiling the needed records for the travel completion. As a corrective action
plan, the project will also track the travel dates of the travelers so that the project can be mindful of
the 21-day deadline. In addition, the project will also work towards reassigning any time sensitive
work especially if the primary assigned staff is out of office.

As a backup to the project, the Business Office, which has recently hired a Senior Fiscal Specialist
who oversees extramural funding, will also begin to periodically monitor the outstanding travel list
within RCUH and follow up with any projects to ensure travel completions are timely submitted with
the proper documentation.
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University of Hawai’i
Corrective Action Plan Related to Internal Control and Business Issues Report

Year Ended June 30, 2019
Current Year Comments

Comment No. 19.03: Procurement Testing

ResponsIble IndIvidual: Karlee Hisashima, Office of Procurement Management (OPM),
Associate Director

Date ActIon Taken: Immediately

In the first instance, OPM reviewed Executive Policy 8.200 regarding the University’s policies and
procedures relating to contracts and signing authority with all appropriate staff. Internal
departmental controls were put into place to ensure that both the unit fiscal administrator and the
client’s fiscal administrator review any contracts before execution.

In the second instance, OPM went over the policies and procedures set forth in A8.200 with the
department’s fiscal administrator and the staff involved with the violation. They were reminded of
the University’s policies and procedures that limit the signing authority of departmental fiscal
administrators to $25,000.
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University of Hawai’i
Corrective Action Plan Related to Internal Control and Business Issues Report

Year Ended June 30, 2019
Current Year Comments

Comment No. 19-04: investment Policy Comnllance

Responsible Individual: Amy Ku nz, AVP-B&F/Control let

Date Action Taken: July 2019 through March 2020

A task group was established in July 2019 to review and recommend updates to the full Board of
Regents (BOR) regarding BOR Policy 8.207. The task group included members of the BOR, UH
management, student representatives and investment advisors. The review highlighted areas of
the policy that needed to be updated, including better definitions around the investment goals,
distribution guidance, asset allocation limits, benchmark targets, and alignment between legacy
endowment and ASUH guidance.

Through this review, a new section of the USB reports was added to show the equity sector
analysis, which highlighted the fact that a couple of sectors were above the maximum limit of
15%. Further analysis and discussion determined that having the maximum limit of 15% defined
in the BOR policy, with the intent to reduce risk, could actually increase risk.

Example: there are only eleven sectors with the largest weights held in communication services,
financials, health care and information technology. The S&P weighted percentage for information
technology is above 20%. Limiting information technology to 15% could hamper returns but also
cause exposure to sectors that hold a small percentage. The S&P weighted percentage for
utilities is about 3%. Allowing a financial manager to hold the maximum of 15% of utilities would
cause undue exposure and risk in that area of the market, even though it is currently allowed by
the BOR policy.

Therefore, the recommendation to the BOR includes the replacement of the section limiting the
maximum holding of 15% in any one sector to a deviation percentage of no more than a
percentage (e.g. +/- 4%) as compared to a stated benchmark (e.g. MSCI All Cap World). The BOR
policy recommendations from the task group are targeted to be presented to the Budget and
Finance Committee of the BOR at the March 2020 meeting.
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University of Hawai’i
Corrective Action Plan Related to Internal Control and Business Issues Report

Year Ended June 30, 2019
Current Year Comments

Comment No. 19-05: Untimely Submission of Performance and Financial Reports

Federal Agency: U.S. Department of Defense

Responsible indIvIdual: David Oride, Senior Administrative Officer, HNEI

Date Action Taken: December 2018

New procedures have been implemented to ensure that Invention requests that are sent to the
Office of Technology Transfer (OH) are documented and properly filed. The new process was
implemented in December 2018. immaterial finding was the result of HNEI’s list of applications
not matching up with what OH had in their files; additional time was needed to coordinate the
applications to confirm that the information we submitted on the final DD Form 882 was
accurate.

Federal Agency: U.S. Department of Defense

Responsible individual: Jacqueline Lum-Ho, Senior Accountant, Team Leader, ORS

Date Action Taken: Immediately

We identified that the problem was due to staffing shortage at which time the award was re
assigned temporarily to another accountant. We have since assigned the award to a permanent
senior accountant, and have ensured that the accountant closely monitor the Account Status
worksheet for due dates and to complete the report when invoicing the sponsor which is on a
quarterly basis.
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January 7, 2020

MEMORANDUM 20 JAN 21 P 1 :34

TO: Benjamin Kudo %)
Chair, Board of Regents UtV\T( OF Z

VIA: David Lassn
flRESIDENI’s OFFICE

VIA:
Vice President foryJdetnd Finance( CFO

FROM: David A. K. Matlin DAki1.
Director, University of Hawaii at Mãnoa Intercollegiate Athletics

SUBJECT: University of Hawaii at Mãnoa Intercollegiate Report on Agreed Upon Procedures — 2019
Football Season

The attached University of Hawaii at Manoa Intercollegiate Athletics Report on Agreed-Upon Procedures
2019 Football Season are submitted for Board of Regents Committee on Independent Audit for review and
acceptance.

The report was prepared by the University in conformity with National Collegiate Athletics Association Bylaw
20.9.9.3.2 and audited by Accuity, LLP, a certified public accounting firm.

Attachments

Copy: Glenn Shizumura, Director of the Office of Internal Audit
Sandy French, Interim Vice Chancellor for Administration, Finance & Operations

1
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Auity

CERTIFIED PUBLIC ACCOUNTANTS

Report of Independent Accountants

To the Intercollegiate Athletics Department
University of Hawaii at Mãnoa

We have performed the procedures enumerated below, which were agreed to by the University of Hawai’i
at Mãnoa Intercollegiate Athletics Department (Mãnoa Athletics”), solely to assist the University of
Hawaii (the “University”) in evaluating whether the accompanying Football Actual Attendance Summary
(“Summary”) is in compliance with the National Collegiate Athletics Association Bylaw 20.9.9.3.2 for the
2019 Football season.

Management of Mãnoa Athletics is responsible for the Summary and the Summary’s compliance
with those requirements. The sufficiency of these procedures is solely the responsibility of those parties
specified in this report. Consequently, we make no representation regarding the sufficiency of the
procedures described below either for the purpose for which this report has been requested or for any
other purpose.

Our procedures and findings are as follows:

A. We obtained the Summary (see Attachment A) and supporting worksheets for the 2019 Football
Season and compared the totals to the Aloha Stadium AM Monitor for all eight home games in 2019.

No exceptions were noted.

B. We recalculated the totals from the Attendance” column of the Aloha Stadium AM Monitor for all
eight home games in 2019.

F

No exceptions were noted.

C. We obtained confirmation from management of the Aloha Stadium on the criteria used to include
individuals in the actual attendance figures for the eight home games in 2019.

No exceptions were noted.

D. We recalculated the total actual attendance figures for the eight home games on the Summary for the
2019 Football Season.

No exceptions were noted.

*******

999 Bisiiop Sriui; SUITE 1900
HONOLULU, HAWAII 96813
TELEPHONE: 808 531 3400 FAcsnirI: 808 531 3433

Accuily LLP is a member of the global network ofBaker Tilly International Limited, the members ofwhich
are separate and independent legal entities.



This agreed-upon procedures engagement was conducted in accordance with attestation standards
established by the American Institute of Certified Public Accountants. We were not engaged to and did
not conduct an examination or review, the objective of which would be the expression of an opinion or
conclusion, respectively, on the compliance of the accompanying Summary. Accordingly, we do not
express such an opinion or conclusion. Had we performed additional procedures, other mailers might
have come to our attention that would have been reported to you. The accompanying Summary for the
2019 Football Season has not been audited, reviewed or compiled by us and accordingly, we do not
express an opinion or any other form of assurance on it.

This report is intended solely for the information and use of University management and the Board of
Regents, and is not intended to be and should not be used by anyone other than these specified parties.

Honolulu, Hawaii
February_, 2020



FOOTBALL
NCAA Division I Membership Requirements Certification -

Institution:

Conference:

Football Bowl Subdivision

Attachment A:
2019 Actual Attendance Summary

Opponent

lArizona I
Oregon Sttj

Central ArkI

lAir Force

Fresno Stal
San Jose El
San Diego

lArmy I

Date
(mm/ddlyyyy)

108/24/201 I
109/07/201 I
I 09/21/201

I 10/19/201E

111/02/20191

111/09/20191

111/23/20191

111/30/20191

Actual Attendance

117,949 I
122,875 I
18,050

117,856 I
115,481 I
113,994 I
119,092 I
120,242 I

I University of Hawaii at Manoa

Mountain West Conference

Actual Attendance. For purposes of computing actual attendance figures, an individual may be counted if any one
of the following conditions applies:

a. Attendees are issued tickets that are collected on admission to the game and retained;

b. Attendees enter through and are counted by a turnstile that is monitored by a representative of the department
of athletics who verifies in writing the accuracy of the count on a per-game basis; or

c. Attendees enter through a gate at which a representative of the department of athletics counts them individually
with a manual counter (or an electronic scanner), and the representative provides a written statement verifying the
accuracy of the count on a per-game basis.

Student-athletes and cheerleaders scheduled by the institution to be at the game and students performing services at
the stadium (e.g., concessionaires, ticket takers, parking-lot attendants, ushers, groundskeepers) shall not be
counted toward meeting the actual attendance requirements; however, each band member who satisfies any of the
above-mentioned conditions for counting student attendance may be included in the calculation of actual attendance.

Home Game 1

Home Game 2

Home Game 3

Home Game 4

Home Game 5

Home Game 6

Home Game 7

Home Game 8

Home Game 9



Date
(mm/ddlyyyy)Opponent Actual Attendance

Home Game 10 I I I I I I

Enter actual attendance totals below:

TOTAL ACTUALATTENDANCE HOME
GAMES 145,539

By electronically signing below, I certify that the reported attendance figures above were verified through the annual
certified audit, as required by NCAA Bylaw 20.9.9.3.2.

Signed:
(Director ofAthletics)

Date:
(mm/dd/yyyy)

I I
I I

<< I >> I
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Purpose: 
This document supplements the fiscal year ended June 30, 2020 Audit Plan (Audit Plan) presented by the 

University of Hawaiʻi (University) Office of Internal Audit (Internal Audit) at the May 2, 2019 meeting 

of the Committee on Independent Audit (Audit Committee). An audit project included in the Audit Plan 

requested Audit Committee guidance related to Senate Resolution (SR) 120 adopted by the Senate 

Committee on Ways and Means of the Thirtieth Legislature of the State of Hawai‘i, Regular Session of 

2019.   

 

SR 120: 
SR 120 is titled, “Requesting the University of Hawai‘i Office of Internal Audit to Conduct an Audit of 

Various Programs at the University of Hawai‘i West O‘ahu  that Receive Extramural Funding, including 

Title III Grant Funding”. SR120 requests the audit to include a review of the below noted programs 

(segregated by source of funding): 

 

1. Kamehameha Schools 

a) ‘A‘ali‘i Scholars Program 

b) ‘Ike Ola 

 

2. U.S. Department of Education (ED) 

a) Mobile High-Touch, High Tech Learning Environment Program 

b) Kūkulu ma ke Kahua 

c) PIKO project 

d) University of Hawaiʻi at West Oʻahu (UHWO) Pueo Scholars 

e) University of Hawai‘i at Hilo and Hawai‘i Community College cooperative arrangement 

development grant 

f) Ho‘okahua 

 

Title III program audits: 
The University’s Title III program (Higher Education Institutional Aid) is a major federal program for 

Single Audit purposes.  Accordingly, the University’s external auditors (Accuity) audit the University’s 

Title III program for compliance with the requirements described in the Office of Management and 

Budget (OMB) Compliance Supplement.  Included in Accuity’s Title III program examination are the 

programs noted above and listed as 2a) – 2f).  Accuity presented its Single Audit report for the year ended 

June 30, 2019 at the December 5, 2019 Audit Committee meeting.  This Single Audit report was 

approved and accepted by the Audit Committee. Accuity’s Single Audit reports for the years ended June 

30, 2019, 2018 and 2017 noted no Title III related “Findings and Questioned Costs”.   

 

Audit Committee: 
SR120 was discussed at the October 3, 2019 and December 5, 2019 Audit Committee meetings.  During 

the December 5, 2019 Audit Committee meeting, the Audit Committee determined that an Internal Audit 

project to examine Title III programs would be a duplication of Accuity’s Single Audits. Accordingly, the 

Audit Committee concluded that Internal Audit would audit the above noted programs funded by 

Kamehameha Schools but not audit the programs funded by the ED. 

 

Programs to audit: 
A description of the UHWO Kamehameha Schools funded programs (KS Programs) identified in SR 120 

as well as related financial information is noted below.   
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1. ‘A‘ali‘i Scholars Program 

The Memorandum of Agreements (MOAs) with Kamehameha Schools (KS) notes that the funds are 

to be used for the following: 

  

 Early College Courses: Early college courses and a summer bridge program for high school 

students from West Hawaiʻi focusing on course work which integrates ethnomathematics and 

culture-based learning experiences to increase the students' science and math self-efficacy and 

academic success. 

 Financial Aid Workshops: Financial aid and scholarship workshops for high school students and 

their families. 

 College Application Process: Assist high school students in their college application process and 

provide a college overview once accepted. 

 Residential Early College Exploration: A four week residential early college exploration (May 

2019-June 2019) where students will be able to earn seven college credits. 

 Pre-Summer Advisory: Provide guidance and support with college and career exploration, college 

admission, financial aid and scholarships, as well as student development that may include a 

personal statement essay and resume workshop, mock interviews, and personality assessment. 

 

The following financial information was derived from UHWO financial reports submitted to 

Kamehameha Schools. 

 

  Funding period 

 Aug. 1, 

2018 – 

July 31, 

2019 

July 1, 

2017 – 

July 31, 

2018 

Total 

Expense:     

Personnel      

Salaries and wages  $48,298 $40,417 $88,715 

Benefits  8,471 7,870 16,341 

  Total  56,769 48,287 105,056 

Travel  1,957 2,386 4,343 

Equipment and supplies  7,866 5,463 13,329 

General & administrative  6,812 6,814 13,626 

Direct support to students  - 12,000 12,000 

Contractual services  150 - 150 

Other  1,373 - 1,373 

Total  $74,927 $74,950 $149,877 

 

 

2. ‘Ike Ola: Pathways to College Success 

 

The MOAs with KS notes that the funds are to be used for the following: 

 

 College-Readiness and College-Going Services:  Provide services including but not limited to 

student outreach, mentoring, financial aid workshops and advising. 
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 Summer Bridge Program: Provide a summer bridge program focusing on career pathways in 

Health Care, Education, and Food Security. 

 Providing Professional Development Opportunities: Provide professional development activities 

to Waianae Coast high school teachers to strengthen college going and success rates of Waianae 

Coast learners. 

 College Pathways and Health Science Summer Academy: Provide or connect students at Waianae 

region target schools to services including but not limited to outreach and recruitment and student 

support services, summer bridge experience, early college coursework grounded in culture based 

education, tutoring programs, and test preparation workshops to enhance students' academic skills 

and increase students self-efficacy. 

 Freshman Learning Community: Transition students into the Freshman Learning Community 

during academic year 2018 - 2019 to begin prerequisite coursework toward their designated 

health science program of study and receive wrap-around support services to be successful 

toward the completion of a four-year degree. 

 

The following financial information was derived from UHWO financial reports submitted to 

Kamehameha Schools. 

 
  Funding period 

 Sept. 1, 

2018 – 

Aug. 31, 

2019 

Sept. 1, 

2017 – 

Aug. 31, 

2018 

July 1, 

2016 – 

Aug. 31, 

2017 

Total 

Expense:      

Personnel       

Salaries and wages  $56,473 $59,861 $39,937 $156,271 

Benefits  10,233 9,339 728 20,300 

  Total  66,706 69,200 40,665 176,571 

Stipends and allowances  - - 33,000 33,000 

Travel  5,850 4,085 8,875 18,810 

Equipment and supplies  27,310 33,560 17,727 78,597 

General & administrative  10,519 10,892 15,057 36,468 

Rentals  - - 3,756 3,756 

Training and training materials  - - 31,500 31,500 

Contractual services  600 - - 600 

Other  4,722 2,072 - 6,794 

Total  $115,707 $119,809 $150,580 $386,096 

 

Audit procedures and timing: 
The tentative audit procedures are as follows: 

  

1. Perform inquiries with relevant personnel regarding the processes and procedures to manage and 

monitor the KS Programs. 

2. Read relevant documents including MOAs, proposals, financial reports, operational reports, etc. 

3. Evaluate UHWO compliance with the terms and conditions documented in the MOAs which may 

include but not be limited to the following: 
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a) Submission of financial reports 

b) Achievement of goals and objectives 

c) Maintenance of adequate accounting records 

d) Timely return of excess contributions 

4. Review correspondence received from KS regarding the KS Program operations and financial 

results. 

5. Review a sample of KS Program expenses to assess compliance with University 

of Hawaiʻi policies and procedures.  Stratify the sample of expenses such that the higher dollar 

expense transactions are tested in addition to a sample (approximately five) of lower dollar 

expense transactions.  The testing objective is to test approximately 50% of total expenses by KS 

Program by funding year. 

6. Other procedures as deemed appropriate 

 

 

Type: Compliance and Financial  

Period under audit: Funding periods noted above 

Est. time of performance: Work to commence upon approval of this Audit 

Plan - Supplement 
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 November 22, 2019 
 
 
To the University of Hawai‘i Board of Regents  
    and 
The University of Hawai‘i at Mānoa Director of Campus Services 
   
 
The University of Hawai‘i (University) at Mānoa (UHM) University Housing (formerly known as Faculty 
Housing) Program (University Housing) offers rental housing (if available) to University personnel during 
their initial years of employment. During December 2010 and February 2013, Internal Audit issued reports 
on University Housing identifying issues related to non-compliance with University policy regarding 
maximum term of stay and subleasing, and described the potential federal income tax considerations of 
charging below market rents. Board of Regents Policy (RP) 9.209 and Executive Policy (EP) 9.230 both 
titled “University Housing Assistance Program,” were revised and dated October 2014 to address these 
issues.  
 
In connection with this audit, Internal Audit reviewed documents and reports to validate compliance with 
University policy and federal income tax regulations. Internal Audit noted that University Housing has 
revised and improved their processes and procedures since the 2010 and 2013 audits, including the 
enforcement of the maximum term of stay, performing an annual income tax analysis to determine if rents 
charged by University Housing were below market rents thereby requiring the difference in market value and 
charged rents to be included as gross income to the tenants, and the development of and enforcement of 
restrictions on subleasing. Additionally, University Housing appears to be meeting its mandate of financial 
self-sustainability based on achieving revenues in excess of expenses of between $500,000 and $1,000,000 
during each of the three years ended June 30, 2019. University Housing’s repairs and replacements reserve 
was also in excess of $8.5 million as of June 30, 2019.   
 
To further enhance processes and procedures, Internal Audit recommends that University Housing consider 
adding procedures to their Standard Operating Procedures Manual to document the processes and procedures 
for performing an annual federal income tax analysis, obtaining University Tax Manager approval of the 
annual federal income tax analysis and the procedures performed to comply with Hawai‘i Revised Statutes § 
514A. 
 
 
 Sincerely, 
 
         
 

Glenn Shizumura 
Director
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I. Background / Objectives 
 
The University of Hawai‘i (University) at Mānoa (UHM) University Housing (formerly known as Faculty 
Housing) Program (University Housing) offers rental housing (if available) for new personnel during their initial 
years at the University. University Housing properties are located near the UHM campus and consist of Wa‘ahila 
(66 units), Kau‘iokahaloa Nui (K-Nui) (142 units) and Kau‘iokahaloa Iki (K-Iki) (29 units). These properties 
include studios, one-bedroom, two-bedroom and three-bedroom units (see Exhibit 1 for more details).  
 
Pursuant to the July 1, 2019 UHM organization chart, University Housing is managed by the manager of 
University Housing, Food Services and Mail Services (University Housing Manager), who reports to the Director 
of Campus Services. Previously, the Director of Campus Services reported to the UHM Vice Chancellor for 
Administration, Finance and Operations. Internal Audit was informed that effective August 1, 2019 an assignment 
memo was issued by the University President for the Director of Campus Services to report to the Vice President 
for Administration. 
 
During December 2010 and February 2013, Internal Audit issued reports on University Housing. The significant 
matters identified in these reports included: 
 

• No enforcement of maximum term of tenancy (stay) resulted in low housing turnover (47% of tenants 
were in University Housing for greater than five years) and long waitlists (181 applicants).  The 
maximum allowable tenancy duration ranges from one to three years, depending on the University 
employee’s position. 

• There were no plans to increase housing inventory to assist in reducing the waitlist. 
• For all University Housing properties, the market value rents exceeded the University Housing charged 

rent. Monthly market value rent amounts were derived from the City and County (C&C) of Honolulu 
assessed property values (includes land and building values) and U.S. Department of Housing and Urban 
Development (HUD) published fair market rents for the Honolulu Metropolitan Area. Below market 
value rents may trigger Internal Revenue Code (IRC) section 119(d) issues requiring  reporting the 
difference of market value and charged rents as gross income to the employee and deducting FICA (social 
security and Medicare) taxes. 

• A lack of policies and procedures documenting the roles and responsibilities of the tenant and University 
Housing in managing the subleasing process (once a tenant has been approved to sublease their unit). 

 
Board of Regents Policy (RP) 9.209 (dated October 2014) and Executive Policy (EP) 9.230 (dated October 2014), 
both titled “University Housing Assistance Program,” were revised to address the matters noted above.  These 
policies address the following: 
 

• Funding and self-sustainability 
• Reporting requirements 
• Eligibility and priority 
• Maximum tenancy duration and lease extensions 
• Establishment of and increases to rental rates 
• Tax considerations 
• Subleasing 

 
The objective of this audit is to evaluate compliance with RP 9.209 and EP 9.230 as well as to determine if the 
matters noted in the 2010 and 2013 Internal Audit reports have been addressed by complying with these policies. 
Additionally, the audit will review University Housing’s financial results to determine compliance with the self-
sustainability requirement. 
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II. Work Performed 
 
Internal Audit tested compliance with RP 9.209 and EP 9.230 by performing the following: 
 

• Reviewed the master list of tenants provided by University Housing to identify tenants that exceeded the 
maximum allowable tenancy duration. For a sample of tenants identified, reviewed required lease 
extension documents for proper approvals.  

• Compared University Housing current rental rates to comparable market value rental rates. 
• Reviewed the most recent University Housing property appraisals and University Housing’s related tax 

analysis. Also evaluated the qualifications of the appraiser for conformance with authoritative literature 
relating to auditors reliance on experts. 

• Inquired of University Housing personnel regarding violations of University policy resulting in lease 
termination. 

• Reviewed University Housing’s financial results, including reserves for repairs and maintenance, and 
recalculated the total annual rent by property for reasonableness. 

 
Internal Audit also performed inquires and evaluated University Housing’s future plans for constructing 
additional units/properties as well as major renovations. Finally, Internal Audit reviewed and evaluated process 
narratives for University Housing processes and procedures.  
 
III. Observations and Analysis 
 
A. Financial Results 
EP 9.230 states that rental, parking and utility rates for University Housing’s properties must be sufficient to 
produce revenue to: 
 

• Pay costs of construction, operation, repair and maintenance of the rental properties 
• Pay, when due, all bonds and interest thereon, for the payment of which revenue has been pledged, 

charged, or otherwise encumbered, including reserves 
• Provide a reserve for improvements to and replacement of the facilities and premises 

 
University Housing’s financial results (cash basis) for the three years ended June 30, 2019 were as follows: 
 
Table 1: University Housing Program Financial Results  
 

University Housing Program 
Statements of Cash Receipts and Disbursements (Unaudited) 

For the Three Years Ended June 30, 
 

 Ref.  2019  2018  2017 
Cash Receipts        
Rental 1  $3,655,777  $3,663,679  $3,575,220 
Parking 1  46,514  46,079  47,418 
Interest 2  185,793  91,315  34,991 
Laundry 3  33,462  32,866  34,257 
Other cash receipts   -  274  25 
      Total cash receipts   $3,921,546  $3,834,213  $3,691,911 
Cash Disbursements        
Debt service 4  $1,112,848  $1,024,589  $1,113,413 
Admin / audit 5  324,895  321,407  310,421 
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Personnel 6  158,229  152,926  152,488 
Repair / maintenance 7  649,311  536,779  373,376 
Utilities 8  370,893  428,263  372,477 
Ceded land payments 9  148,459  148,980  144,476 
Property management fees 10  535,080  264,477  287,112 
Other cash disbursements   60,272  32,962  34,895 
      Total cash disbursements   $3,359,987  $2,910,383  $2,788,658 
Cash receipts in excess of    

cash disbursements 11 
 

$   561,559  $   923,830  $   903,253 
 Source: University Housing. Internal Audit compared the information in Table 1 to the University’s general ledger, noting no significant 
differences.  
 
The letters in the reference column correspond with the account descriptions below:  
 

1.  Rental and parking 
Rental receipts are comprised of monthly tenant payments for the rented premises at each of the 
University Housing properties (includes water/sewer service) and, for Wa‘ahila, charges for telephone, 
electricity and gas. K-Iki and K-Nui units are separately metered for electricity and are thus billed by 
Hawaiian Electric.  Parking receipts are received from tenants in Wa’ahila and K-Nui.  K-Iki units include 
covered carports and thus tenants are not charged for parking. Using University Housing rent rolls, 
Internal Audit recalculated rental and parking receipts for reasonableness, noting no significant 
differences.  

 
2.  Interest 

The University’s Financial Management Office (FMO) allocates a portion of interest income earned from 
the University’s general cash account to University Housing based on University Housing’s average 
monthly cash balance. Internal Audit was informed that the year over year increases in interest receipts 
from June 30, 2017 to June 30, 2019 were due to increases in cash reserves (see reference 7. 
Repair/maintenance).  

 
3.  Laundry 

Laundry receipts are commissions received from WASH Multifamily Laundry Systems, LLC (WASH) 
laundry machines installed at Wa’ahila and K-Nui. Under the seven-year contract with WASH beginning 
on May 18, 2016, the University receives 69.5% of the revenues generated by the laundry machines.  
Washers and dryers are included in K-Iki units. 

 
4.  Debt service 

Debt service disbursements relate to revenue bonds associated with K-Nui. As of June 30, 2019, the 
outstanding principal balance of these revenue bonds approximated $6.6 million. On an annual basis, the 
University’s Bond System Controller utilizes the debt service payment schedule to determine the amount 
of principal and interest payable by University Housing. For the year ended June 30, 2019, Internal Audit 
noted that debt service disbursements were equal to amounts on the debt service payment schedule. 
According to the schedule, the revenue bonds attributable to K-Nui will be repaid in full by fiscal year 
2026. Monitoring covenant and post-issuance compliance for the bonds is the responsibility of the Bond 
System Office.  Internal Audit was informed that the revenue bonds associated with K-Nui are compliant. 
 

5.  Admin/audit 
Admin/audit disbursements are related to the following: 
• allocated overhead charges for services provided to University Housing by the Office of Campus 

Services senior management personnel 
• FMO allocated audit fees for the University’s annual external audit 
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6.  Personnel 
University Housing personnel are comprised of the University Housing Manager and one fiscal officer.  

 
7. Repair/maintenance 

Repair/maintenance disbursements are related to day-to-day building maintenance, grounds maintenance, 
and other projects such as repaving parking areas, replacing appliances, interior and exterior painting, 
replacing doors, and refurbishing individual units (See Section III.B. Repairs and Replacement Reserve). 
University Housing personnel stated that the costs related to these projects were expensed rather than 
capitalized in accordance with the University’s capitalization policy.  

 
Common area maintenance services (landscaping, trash removal, etc.) are arranged by the property 
manager at each property (see reference 10. Property management fees). The University does not charge 
tenants a separate fee for these services and recovers the cost of these services through the tenants’ 
monthly rental payments. Simple repairs are generally completed by the on-site resident manager while 
more complex repairs are contracted to external service providers.  

 
8.  Utilities 

Utilities represent disbursements for electricity/gas, water/sewer, and refuse collection (tenants and 
common areas). As noted previously, utility costs associated with Wa‘ahila are charged to tenants and 
recovered as part of their monthly rental payments.  

 
9. Ceded land payments 

Annual ceded land payments to the Office of Hawaiian Affairs (OHA) represents 20 percent of the 
revenues associated with Wa‘ahila’s operations. For the three years ended June 30, 2019, payments have 
approximated $150,000 annually. Internal Audit recalculated the OHA payments for reasonableness, 
noting no significant differences.  

 
10.  Property management fees 

Property management services are provided by Locations, LLC (Locations) via an agreement with an 
initial term of July 1, 2018 to June 30, 2019 that is renewable annually for an additional four years 
(renewed for fiscal 2020). Prior to July 1, 2018, property management services were provided by Cirrus 
Asset Management, Inc. at a fixed fee of approximately $24,000/month. The Locations agreement 
requires a fixed fee of approximately $42,000/month (subject to annual increases). The fee increased by 
approximately $3,000/month as part of the contract renewal modification for fiscal year 2020. Internal 
Audit was informed that the property management fee increased significantly with the change in service 
providers due to an increase in the scope of services and because the Cirrus fee did not increase since the 
inception of the agreement in 2014. Internal Audit recalculated the property management fees for the 
three years ended June 30, 2019, noting no significant differences. See Section III.C., Processes and 
Procedures, for more information.  

 
11.  Cash receipts in excess of cash disbursements 

Internal Audit noted that for the three years ended June 30, 2019, University Housing generated cash 
receipts in excess of cash disbursements of approximately $3 million from operations. Additionally, as 
discussed in the next section, Repairs and Replacement Reserve, cash reserves have increased to 
approximately $11.5 million as of June 30, 2019.  

 
B. Repairs and Replacement Reserve 
For the three years ended June 30, 2019, the range of University Housing’s cash receipts exceeding cash 
disbursements (net cash receipts) was between $561,000 and $924,000. Internal Audit was informed that on an 
annual basis, net cash receipts are set aside to meet working capital requirements for the next six months and for 
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repairs and replacement reserves. EP 2.212, “Management of University Bond System”, requires the minimum 
transfer amount for repairs and replacement reserves to equal at least 50% of the preceding fiscal year’s capital 
asset depreciation expense.  Internal Audit was informed that the actual repairs and replacement reserves transfer 
amount may be higher based on planned repair and replacement projects. For the three years ended June 30, 2019, 
University Housing’s cash reserves within the University’s general cash account are as follows: 
 
Table 2: University Housing Program Cash Reserves   
 

University Housing Program 
Cash Reserves (Unaudited) 

As of June 30, 
 

  2019  2018  2017 
       
Repairs and replacement 

reserve 
 $8,544,941  $7,639,490  $6,686,137 

Working capital  869,972  818,800  758,166 
All other cash  2,058,258  2,453,321  2,543,479 
Cash reserves  $11,473,171  $10,911,611  $9,987,782 
 Source: University Housing 
 
Internal Audit noted approximately $4.7 million of planned repair and replacement expenditures over the next five 
fiscal years ending June 30, 2024, including but not limited to exterior painting (Wa‘ahila), replacement of 
lighting (K-Nui), repairs to fire safety equipment/systems (K-Nui), and unit refurbishments (all properties). Over 
this five year period, an additional $2.5 million is projected to be added to the repairs and replacement reserve, 
resulting in approximately $2.2 million of the planned repairs and replacements to be covered by the current $8.5 
million reserve. University Housing believes its reserves are sufficient for its planned repairs and replacement 
over the next five years as re-roofing will not be required for another eight to 25 years. Internal Audit believes this 
assessment is reasonable.  
 
C. Processes and Procedures 
To understand University Housing’s processes and procedures, Internal Audit interviewed University Housing 
personnel, reviewed written process narratives and read University Housing’s Standard Operating Procedures 
Manual (SOPM) (revised and updated June 2015). Internal Audit noted the SOPM’s documented processes and 
procedures address the requirements of RP 9.209 and EP 9.203 and include but are not limited to the following: 
 

• Review and processing of rental applications 
• Management of the waitlist 
• Assignment of units 
• Enforcement of maximum term of tenancy (See Section F. Eligibility and Lease Renewals) 
• Restrictions on subleasing (See Section G. Other Matters). 
• Lease extensions 
• University employment verification 
• Property management (engaged third party) 
 Apartment leasing (after screening and referral by the University) including enforcement of lease 

terms 
 Collection and deposit of rents, security deposits, parking fees, etc. 
 Coordination of maintenance and repairs (University pays for the cost of maintenance/repairs) 
 Preparing monthly financial reports (cash receipts and disbursements, laundry commissions 

reconciliation, rent delinquency/aging, bank reconciliation, etc.) 
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 Landscaping (Locations pays for the cost of landscaping) 
 Arranging refuse services 
 Lease termination (administering security deposit refunds and forfeitures (due to 

cleaning/maintenance)) 
  
In addition to written processes and procedures, the SOPM includes several templates for required letters and 
forms used during the process from rental application to lease expiration/termination. However, Internal Audit 
noted no written procedures to annually assess whether annual rents charged to tenants are less than market value 
rents thereby requiring the difference to be reported as gross income to the tenant pursuant to Internal Revenue 
Code section 119(d) (see Section III. E. Rental Rates and Tax Considerations).  Overall, except for the 
requirement to annually assess whether annual rent charged to tenants are less than market value rents, Internal 
Audit noted that processes and procedures documented in the SOPM appear to be sufficient to comply with RP 
9.209 and EP 9.230, including maximum tenancy durations, restrictions on subleasing, and employee eligibility 
for University Housing. 
 
D. Security Deposits 
Separate bank accounts for security deposits have been established (with corresponding University general ledger 
accounts) for each of the three University Housing properties. Authorized signers for the bank accounts include 
Locations, the University’s Director of Financial Management and Controller, and the Director of Campus 
Services. Locations provides monthly reports to University Housing for each bank account including deposit 
registers, bank statements, check registers, general ledger reports and bank reconciliations. These reports are 
reviewed by Auxiliary Services and University Housing fiscal personnel and compared to the University’s general 
ledger. On an annual basis for financial reporting purposes, a journal entry is posted to record the net 
increase/decrease to security deposits payable and the current amount of cash held in each bank account. For the 
three years ended June 30, 2019, the security deposit balances (asset and liability) were as follows: 
 

Table 3: University Housing Program Security Deposits (Unaudited) 
 
  As of June 30,  
  2019  2018  2017 
       

K-Iki  $  60,425  $  58,027  $  50,438 
K-Nui  180,902  175,983  172,303 
Wa‘ahila  62,303  58,196  57,846 
    Total  $303,630  $292,206  $280,587 
Source: KFS 

 
As of June 30, 2019, Internal Audit compared the security deposit balances per KFS to the amounts noted on the 
rent rolls, noting no significant differences.  
 
E. Rental Rates and Tax Considerations 
 
1. Internal Revenue Code Section 119(d) 

EP 9.230 states that the University must adhere to applicable federal and state laws and regulations, including 
Internal Revenue Code (IRC) section 119(d), which states that if the amount of annual rent paid by a tenant is 
less than five percent of the appraised value of the qualified campus lodging (lodging which is located on, or 
in the proximity of, a campus of an educational institution, and furnished to the employee, his/her spouse, and 
any of his/her dependents by or on behalf of the institution for use as a residence), the difference shall be 
reported as gross income to the tenant. EP 9.230 also states that appraisals will be conducted at a minimum 
every three years.  IRS Publication 525 (2018), Taxable and Nontaxable Income, discusses various kinds of 
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income and whether the income is taxable or nontaxable.  With respect to faculty lodging, IRS Publication 
525 states that appraisals must be reviewed on an annual basis.   

 
2. Appraiser 

Internal Audit obtained the most recent appraisal for each property performed by Colliers International 
Valuation & Advisory Services (Colliers) as of October 6, 2017. Statements on Auditing Standards (SAS) 
122, Statements on Auditing Standards: Clarification and Recodification, provides guidance with respect to 
using/relying on the work of a specialist (e.g., valuation services). SAS 122 states that the auditor should 
consider the following to determine if the specialist possesses the necessary professional qualifications, skill 
and knowledge in the particular field:  

 
a) The competence and capabilities of the specialist:  

 
i. The Colliers’ employee (Appraiser) that performed the appraisals (International Senior Valuation 

Specialist) is a Certified General Appraiser in Hawai‘i and four other states. Prior to working in 
Honolulu on consulting and appraisal assignments, he was the Vice President of a consulting and 
valuation services firm in Arizona. The Appraiser’s property type experience includes multi-family 
residential properties, resorts, special-use facilities, and industrial buildings. Using the State of 
Hawai‘i Department of Commerce & Consumer Affairs (DCCA) website, Internal Audit verified the 
Appraiser’s Certified General Appraiser license was active as of October 2017 (date of appraisal).  

 
ii. Colliers International is a leading global real estate services and investment management company 

with more than 17,000 employees operating in 68 countries. Internal Audit verified Colliers’ 
Certificate of Good Standing to do business in Hawai‘i on the DCCA website. 

 
iii. According to each appraisal report, Colliers develops their analyses, opinions and conclusions based 

upon their interpretation of the University’s requirements and the requirements and guidelines of the 
Uniform Standards of Professional Appraisal Practice (USPAP), the requirements of the Code of 
Professional Ethics and the Standards of Professional Appraisal Practice of the Appraisal Institute.  

 
b) Objectivity of the specialist:  

SAS 122 notes that the relationship of the specialist to the client should be evaluated, including 
circumstances that might impair the specialist’s objectivity. University Housing stated that Colliers does 
not have a relationship with the University other than as an appraiser. In addition, each of Colliers’ 
reports includes the following certification required by USPAP Rule 2-3 confirming their independence:  

 
i. has no present or prospective interest in the property and no personal interest with respect to the 

parties involved; 
ii. is not biased with respect to the property or to the parties involved. 
 
Based on the above, it appears that the Colliers property appraisal conclusions can be relied upon. 

  
3. University Housing property market values and rental rates 

The following is a description of the University Housing properties and related market values: 
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Table 4: University Housing Units 
          

Property 

Property specific information  Unit specific information 

Land Area 
(Square 
Footage) 

Land and Building Values (in ‘000s)  

Unit Type 
Sq Ft - 
Living 
Area 

# of 
Units 

Colliers 
2017 

Appraisal 

C&C 
Honolulu 

2017  

C&C 
Honolulu 

2018 

C&C 
Honolulu 

2019  

 

          
K-Nui 383,662 $43,000 $55,338 $55,729 $57,294  2 bdrm 913 110 
         - refurbished 913 26 
       3 bdrm 974 5 
         - refurbished 974 1 

Total 142 
K-Iki 100,197 $11,600 $20,542 $23,637 $25,374  3 bdrm 1,152 15 
          -refurbished 1,152 - 
       3 bdrm w/ yard 1,152 10 
          -refurbished 1,152 2 
       3 bdrm accessible 1,170 2 

Total          29 
Wa‘ahila 248,728 $16,250 $19,693 $19,693 $19,693  Bsmt Studio 242 - 
          -refurbished 242 1 
       Studio 370 11 
         -refurbished 370 1 
       1 bdrm 583 18 
          -refurbished 583 5 
       2 bdrm 804 20 
         - refurbished 804 4 
       3 bdrm 910 5 
         - refurbished 910 1 

Total 66 
 

In 2014, University Housing developed the following methodology to comply with the provisions of IRC 
119(d):  

 
a) Obtain appraised value for each University Housing property every three years 
b) To comply with the aforementioned IRS publication 525 requirement to annually review appraisals, if the 

appraisal is a year old or greater, increase the appraised value by an adjustment factor determined based 
on U.S. Department of Labor inflation statistics collected by the University of Hawai‘i Economic 
Research Organization (UHERO) 

c) Calculate 5% of the appraised value 
d) Divide 5% of the appraised value by the overall square footage (land and building) of each University 

Housing property to calculate a value per square foot 
e) Multiply the value per square foot by the square footage for each unit type (living area) to calculate the 

lowest permitted tax-free annual rent under IRC 119(d) 
f) Divide the lowest permitted tax-free annual rent by twelve to calculate the lowest permitted tax-free 

monthly rent under IRC 119(d) by unit 
g) Compare the lowest permitted tax-free monthly rent to the actual rental rates charged by the University to 

determine which units are subject to IRC 119(d) 
h) If a unit is subject to IRC 119(d), calculate the portion of the actual monthly rent that is greater than the 

lowest permitted tax-free monthly rent (monthly Taxable Benefit). Multiply the monthly Taxable Benefit 
by twelve to determine the annual amount reportable as income for tax purposes. 
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Internal Audit noted that the above methodology was reviewed and approved by the University’s Tax 
Manager as compliant with the provisions of IRC 119(d). The University Housing Manager informed Internal 
Audit that a tax analysis is prepared annually in accordance with the above methodology to calculate the 
taxable income, if any, required to be reported by tenants. Using the 2017 Colliers appraisal, University 
Housing determined that a Taxable Benefit for the tax year ended December 31, 2018 was required to be 
reported for 53 units in Wa’ahila. However, for units in K-Iki, K-Nui and the remaining 13 units in Wa’ahila, 
University Housing determined that rental rates charged were greater than 5% of the appraised market value 
of the properties. Internal Audit was informed that the University’s Tax Manager does not review the annual 
tax analysis.  
 
Table 5 includes information utilized by University Housing in connection with their IRC 119(d) analysis 
(NOTE: Internal Audit added the columns “C&C Honolulu Value 2018” and “HUD- 2018” for comparison 
purposes. The C&C Honolulu values noted in Tables 4 and 5 were obtained from the City and County of 
Honolulu Real Property Tax Division website. The C&C Honolulu values in Table 5 were calculated by 
allocating the value per square foot of the respective property (land and building) to each unit based on the 
square footage of each unit (living area) as a percentage of total square footage of all units.): 

 
Table 5: Calendar Year 2018 Tax Assessment  

 
   Appraised Market Value    
Property Unit Type C&C 

Honolulu 
Value 2018 

Per Colliers 2017 
(inflation-
adjusted) 

5% 
(annual 

rent) 

Tax-free 
monthly 

rent 

University 
Mthly 
Rent 

Taxable 
Mthly 
Benefit 

HUD - 
2018 
[1] 

         
K-Iki 3 bdrm $813,400 $416,300 $20,815 $1,735 $2,011 NA $2,820 
   - refurbished $813,400 $416,300 $20,815 $1,735 $2,242 NA $2,820 
 3 bdrm w/ yard $816,400 $416,300 $20,815 $1,735 $2,148 NA $2,820 
   -refurbished $816,400 $416,300 $20,815 $1,735 $2,379 NA $2,820 
 3 bdrm 

accessible 
$819,700 $423,620 $21,181 $1,765 $2,011 NA $2,820 

K-Nui 2 bdrm $384,492 $312,600 $15,630 $1,303 $1,321 NA $1,940 
    -refurbished $384,492 $312,600 $15,630 $1,303 $1,528 NA $1,940 
 3 bdrm $410,181 $382,060 $19,103 $1,592 $1,743 NA $2,820 
    -refurbished $410,181 $382,060 $19,103 $1,592 $1,965 NA $2,820 
Wa‘ahila Bsmt Studio $111,226 $105,860 $5,293 $441 $641 NA NA 
     -refurbished $111,226 $105,860 $5,293 $441 $746 NA NA 
 Studio $170,056 $151,740 $7,587 $632 $700 NA $1,290 
    -refurbished $170,056 $151,740 $7,587 $632 $810 NA $1,290 
 1 bdrm $267,953 $244,820 $12,241 $1,020 $869 $151 $1,460 
   -refurbished $267,953 $244,820 $12,241 $1,020 $1,009 $11 $1,460 
 2 bdrm $369,526 $317,600 $15,880 $1,323 $1,072 $251 $1,940 
   -refurbished $369,526 $317,600 $15,880 $1,323 $1,230 $93 $1,940 
 2 bdrm (E Bldg) $369,526 $283,640 $14,182 $1,182 $1,072 $110 $1,940 
   -refurbished $369,526 $283,640 $14,182 $1,182 $1,230 NA $1,940 
 3 bdrm $418,245 $359,960 $17,998 $1,500 $1,370 $130 $2,820 
   -refurbished $418,245 $359,960 $17,998 $1,500 $1,538 NA $2,820 
Source: Analysis obtained from University Housing personnel. 
NA: Not applicable as the rental rate was greater than the tax-free monthly rent amount.  
[1] Obtained from the HUD website. HUD did not provide rental rates by square footage, types of amenities, etc. 
Accordingly, fair market rental rate for a unit that is comparable to a University Housing unit could be significantly 
different.  
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Internal Audit reviewed the Colliers 2017 appraisals and reperformed University Housing’s analysis, noting 
no significant differences. However, Internal Audit noted that the Colliers appraised values for units in K-Iki 
were significantly lower than the C&C Honolulu values. Inquiries with University Housing personnel 
regarding this valuation difference resulted in University Housing corresponding with an appraiser that 
participated in the Colliers 2017 appraisals.  The appraiser informed University Housing that the valuation 
difference results from C&C assessors typically utilizing the cost approach (the cost of the land plus the cost 
to build an equivalent building, less depreciation) while Colliers utilized both the income approach and sales 
comparison approach to value K-Iki. Internal Audit’s research noted that the income approach is a useful 
method in valuing income-producing properties (apartment buildings, hotels, etc.) and is thus a reasonable 
method in valuing all University Housing’s properties. The Colliers K-Iki appraisal report states, “The cost 
approach has limited applicability due to the age of the improvements and lack of market based data to 
support an estimate of accrued depreciation.” Internal Audit agrees that the cost approach, which is most 
accurate for new construction and is based on replacement cost less an estimate for depreciation, is not 
appropriate for appraising K-Iki, which was constructed in 1994. In addition, Internal Audit believes that the 
cost approach may result in a lower value when compared to the income and sales comparison approaches 
given that depreciation would reduce the value of improvements under the cost method. Accordingly, Internal 
Audit is uncertain if the explanation provided to University Housing is the reason for the K-Iki valuation 
difference.  
 
It is University Housing’s annual practice to prepare a list of University tenants receiving a Taxable Benefit 
resulting from below market rents (as defined by IRC 119(d)) and thus requiring this benefit to be reported as 
taxable income on the employees’ IRS Form W-2, Wages and Tax Statement.  Internal Audit was informed 
that this list with the Taxable Benefit amounts noted in Table 5 was provided to the Payroll Office for 
processing and inclusion on Form W-2 for each respective employee.  
 
The University Housing Manager also noted that an initiative began in July 2018 to renovate units (see units 
noted as “refurbished” in Tables 4 and 5) during the period in which units are unoccupied (former tenant has 
vacated but new tenant has not moved in). Renovations include replacement of cabinets, countertops (stone), 
kitchen appliances (stainless steel), flooring and window treatments. Once a unit is refurbished, a higher 
rental rate is charged. However, the University Housing Manager also noted the initiative was recently 
postponed as a new contractor is in the process of being hired. Internal Audit noted that while the rental rates 
for refurbished units are higher than for non-refurbished units, the rental rates are still generally below market 
rental rates.  

 
4. Applicable state laws and regulations 

Hawai‘i Revised Statutes (HRS) §514A, Condominium Property Regimes (CPR), applies to condominiums 
constructed prior to July 1, 2006. However, Act 181 of the 2017 Hawai‘i legislative session repeals HRS 
§514A effective January 1, 2019, but a safe harbor provision delays the repeal date until July 1, 2020. Internal 
Audit was informed that only K-Iki is registered under HRS §514A since one unit is owned by a University 
employee, while K-Nui and Wa‘ahila are not registered as CPRs due to all units being wholly owned by the 
University and rented to University employees. The University Housing Manager stated that K-Iki complies 
with HRS §514A, but does not have written policies and procedures for ensuring continued compliance. 
 
HRS §521, Residential Landlord-Tenant Code, includes sections related to rent, rental agreements, subleases, 
maintaining fit premises, security deposits, etc. However, the University is specifically excluded by HRS § 
521-7 from these requirements.  

 
F. Eligibility and Lease Renewals 
To be eligible for University Housing, a University employee must meet the following criteria pursuant to RP 
9.209:  
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• Full-time Board appointed (RP 9.201, Personnel, states that all University employees are considered to be 
appointed by the Board) employee of the University (and members of their household) 

• Newly recruited (generally with an initial appointment date within the past three years) 
• Does not own an interest in residential real estate within the state of Hawai‘i 

 
University employees requesting University Housing are added to a waitlist pending unit availability. Internal 
Audit obtained the August 2019 waitlist noting 40 University employees, a decrease from 181 in January 2013. 
As of August 23, 2019, these employees have been on the waitlist from three days to 16 months. Available units 
are leased to University employees using a priority schedule set forth in RP 9.209 as follows: 
 

Table 6: Priority of Assignment to University Housing 
 

Priority Rank* Status 
1 3 Tenure Track Faculty 
2 2, 4, 5 Tenure Track Faculty 
3 2, 3, 4, 5 Tenured Faculty 
4 N/A Administrative, Professional and Technical (APT) Personnel 
5 N/A All others 

 
* “Rank” refers to the faculty classification based on a faculty member’s probationary period as noted below. According to 
Attachment 1 to EP 5.221, “Classification of Faculty”, Rank is based on various criteria including but not limited to the 
faculty member’s level of education, professional experience, demonstrated scholarly achievement, years of experience, 
research productivity, etc. The requirements to achieve tenure include but are not limited, University need, comparison to 
peers, publishing history, etc. 
 

Faculty Classification Rank 2- Junior Rank 3- Assistant Rank 4- Associate Rank 5- Full 
Instructional Not eligible 5 years 3 years 2 years 
Medical Not eligible 5 years 3 years 2 years 
Law Not eligible 5 years 3 years 2 years 
Researchers Not eligible 5 years 3 years 2 years 
Specialist 5 years 5 years 3 years 2 years 
Librarian 5 years 5 years 3 years 2 years 
Agent 5 years 5 years 3 years 2 years 
Source: The UHM Office of the Vice Chancellor for Academic Affairs website 
NOTE: The years noted in the above table are the approximate number of years of service at each rank in order to achieve 
the next rank but may vary on a case-by-case basis. 
 
Available units are assigned first to applicants with initial appointment dates (as determined by reviewing the 
applicant’s payroll notification form) of three years or less, and then to applicants with the lowest monthly 
salaries within each priority level. For example, if a unit becomes available and there are two priority 1 employees 
on the waitlist who were both appointed within the last three years, the unit will be assigned to the employee with 
the lower salary. The standard lease term for priority levels 1, 2 and 3 is one year and may be extended annually 
for up to a maximum of three years. The standard lease term for priority levels 4 and 5 is one year and cannot be 
extended. RP 9.209 states that the University President has the authority to approve lease extension requests 
beyond the maximum term of tenancy of three years for the following reasons: 
 

• Priority 1 or 2 tenants who have not yet achieved tenure by the end of the maximum term of tenancy 
• To maintain occupancy rates at appropriate levels to ensure the program remains self-sustaining 

 
Priority 1 and 2 University employees must complete Form UHO 1-14 (Request for a Lease Extension beyond the 
Maximum Term of Stay) to request lease extensions  beyond the maximum term of tenancy of three years. Lease 
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extensions are evidenced by a Form UHO 1-14 approved by a University Housing Representative, the tenant’s 
Dean/Director or Human Resources Representative, and, ultimately by the University President or Designee.  
 
As documented in the 2010 and 2013 Internal Audit reports, University Housing had historically not enforced 
their policy regarding the maximum term of tenancy. Accordingly, in May 2014 University Housing began a 
process to align operations with policy intent, eligibility requirements, priorities and term limits. Between May 
2014 and June 2019, 133 tenants were provided notices to vacate their units within approximately one year from 
the receipt date of the notice: 
 
Table 7: Number of Tenants Provided Notice to Vacate by Year 
 

Year # of tenants 
2014 30 
2015 15 
2016 15 
2017 25 
2018 20 
2019 28 
Total 133 

 
University Housing believes that all tenants that had exceeded the maximum term of tenancy (and not eligible for 
an extension) have been notified that they must vacate their units within approximately one year. Considering the 
University Housing waitlist decreased by 141 applicants between January 2013 and July 2019, Internal Audit 
believes University Housing is currently enforcing the maximum term of tenancy.  
 
The following tenant and unit information as of June 30, 2019 was derived from the University’s master list of 
tenants by property: 
 
Table 8: Tenancy Duration and Tenants Exceeding Maximum Term 
 

Tenant 
Priority 

# of 
Leased 
Units* 

Average 
Tenancy 

Duration (years) 

# of Tenants Exceeding 
Maximum Term of 

Tenancy** 
1 125 2.2 24 
2 24 1.8 3 
3 54 4.0 41 
4 3 4.3 3 
5 - N/A N/A 

 
* As of June 30, 2019, tenant leases for 29 units are signed with lease commencement dates after June 30, 2019. These 
units have been excluded from Table 8. Two units were noted as vacant. 
** As noted previously, the maximum term of tenancy permitted by RP 9.209 is three years for tenants with priorities 1, 
2 and 3 and one year for tenants with priorities 4 and 5. 

 
Internal Audit selected a sample of ten tenants included from the tenants exceeding the maximum term of tenancy 
column in Table 8 and noted the following: 
 

• Two tenants received lease extensions via approved Form UHO 1-14 
• One tenant’s lease had been terminated and had vacated the unit 
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• Six tenants were sent letters as part of the multi-phase transition described earlier in this section stating 
that their lease will be terminated in approximately one year 

• One tenant is up for tenure in 2020 and will be required to obtain approval for lease extension via Form 
UHO 1-14 
 

As illustrated in Table 7, University Housing initiated a process by providing notices to tenants to vacate their 
units within approximately one year due to the tenants exceeding the maximum term of tenancy. Pursuant to this 
process, all leases for tenants exceeding their maximum term of tenancy will have been terminated or extended 
based on approval of Form UHO 1-14 by 2021. Internal Audit was informed that the University President has 
approved approximately 151 lease extensions since 2016. 
 
G. Other Matters 
 
1.  Subleasing 

Internal Audit’s February 2013 report noted a risk that University Housing tenants subleasing their units may 
contribute to the low turnover of available units. EP 9.230 prohibits subleasing of units unless written 
approval is provided by University Housing. Internal Audit was informed that University Housing has not 
approved and was unaware of any tenant subleasing their unit. The policy further states that violations of the 
subleasing policy could result in eviction.  
 
Internal Audit was informed that it is University Housing’s practice to verify suspected unapproved 
subleasing then have the property manager prepare a Notice of Material Breach of Lease Agreement letter.  
This letter is mailed to the tenant with a copy provided to the University Housing Manager. The letter informs 
the tenant of the violation and provides a description of the supporting evidence. Finally, the letter notifies the 
tenant that their lease will be terminated and provides a date by which the tenant must vacate the unit. 
 
Internal Audit was informed that during the three years ended June 30, 2019, there were two violations of the 
subleasing policy, each of which resulted in the termination of the tenant’s lease. Internal Audit reviewed the 
letters sent to the tenants and noted that the above described practice appears to have been followed.   

  
2.  Housing Inventory 

Internal Audit inquired with University Housing personnel regarding current or future plans for increasing the 
inventory of units for the University Housing program (i.e., constructing or acquiring additional 
units/properties).  Internal Audit was informed that periodically new properties are reviewed and considered, 
but thus far no properties have been identified that meet University Housing’s requirements financially or 
strategically. 

 
3.  Mortgage Assistance Program 

Internal Audit was informed that the University’s Mortgage Assistance Program (established via an 
agreement with Bank of Hawai‘i (BOH) dated August 4, 2009) was discontinued in 2014. As of August 2019, 
two faculty members have loans established under the Mortgage Assistance Program with a combined 
outstanding balance of $99,292. The agreement with BOH requires the University to establish a guaranty 
account at BOH with funding of at least 5% greater than the loan amounts as a contingency for principal and 
interest in the event of default. As of June 30, 2019, the guaranty account had a balance of $109,440, which is 
in compliance with the requirement. Internal Audit was informed that there has never been a default under the 
Mortgage Assistance Program. 

 
 
 



University of Hawai‘i at Mānoa 
Review of University Housing Program 
November 2019 
 

15 
 

IV.  Overall Conclusions and Recommendations 
University Housing has revised and improved their processes and procedures since Internal Audit’s initial reviews 
during 2010 and 2013.  The revised processes and procedures addressed matters documented in Internal Audit’s 
2014 report including but not limited to the following: 
 

• Enforcement of maximum term of stay (ranges from one to three years): 
Internal Audit previously reported that 47% of tenants were in University Housing for greater than 5 years 
with the waitlist numbering 181 applicants.  University Housing has commenced enforcing this policy 
such that as of June 30, 2019, the average tenancy duration ranges from 1.8 to 4.3 years with the waitlist 
numbering 40 applicants. 
 

• Performing an annual tax analysis to determine if rents charged by University Housing were below 
market rents thereby requiring the difference in market value and charged rents to be included as gross 
income to the  tenants: 
University Housing has developed a methodology to comply with federal income tax law that has been 
reviewed and approved by the University Tax Manager.  For the year ended December 31, 2018, the 
difference in market value and charged rents was included as gross income for tenants of 53 units.  

 
• Development of and enforcement of restrictions on subleasing: 

Internal Audit’s historical reports noted a lack of policies and procedures documenting the roles and 
responsibilities of the tenant and University Housing in managing the subleasing process.  Current policy 
prohibits tenants from subleasing their units unless written approval is provided by University Housing.  
Internal Audit was informed that University Housing has not approved any subleases and has terminated 
two leases for violating this policy. 
  

Additionally, University Housing appears to be meeting its mandate of financial self-sustainability based on 
achieving revenues in excess of expenses of between $500,000 and $1,000,000 for the three years ended June 30, 
2019. Internal Audit also noted reserves for repairs and replacements in excess of $8.5 million.  
 
To further enhance processes and procedures, Internal Audit recommends that University Housing consider 
adding the following to their SOPM:  
 
1.  Procedures for obtaining University Tax Manager written approval of the annual tax analysis 
 
2.  Procedures for performing an annual tax analysis, including a discussion of the methodology and how the 

adjustment factor is determined. (NOTE: Internal Audit noted that University Housing performs the annual 
tax analysis as an annual practice but believes this practice should be documented in the SOPM.) 

  
3.  Procedures to ensure compliance with HRS §514A. This may include procedures performed by University 

Housing’s property manager, including a certification of compliance with HRS §514.  
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Exhibit 1 
University Housing Program 

Housing Options 
 

 Wa‘ahila Kau‘iokahaloa Nui Kau‘iokahaloa Iki 
Location: 2640 Dole Street 3029 Lowrey Avenue 3030 Lowrey Avenue 

Year Built: 1960 (Building E built in 1964) 1995 1994 
Property Type: 2 and 3-story apartments 2-story apartments 2-story townhomes 

Units: 1 basement studio 
12 studios 

23 one-bedroom units 
24 two-bedroom units 
6 three-bedroom units 

55 covered parking stalls 
13 uncovered parking stalls 

136 two-bedroom units 
6 three-bedroom units 

215 uncovered parking stalls 

29 three-bedroom units with 
double carport 

Inclusions: Partly furnished, water/sewer, 
separate laundry room, 

handicapped accessible units 
available 

Partly furnished, water/sewer, 
separate laundry room, 

handicapped accessible units 
available 

Partly furnished, water/sewer, 
washer/dryer in unit, parking, 
handicapped accessible units 

available 
Exclusions: Electricity, telephone, cable 

TV, internet, parking 
Electricity, telephone, cable 

TV, internet, parking 
Electricity, telephone, cable 

TV, internet 
Restrictions: No pets No pets No pets 
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2 FY 2019 Whistleblower Hotline Annual Report 

 

I. Introduction 

On June 15, 2016, the University of Hawai‘i (University) launched a confidential whistleblower 
hotline to further advance the University’s commitment to encourage and enable any member of 
the University community or the general public to make good faith reports of misconduct.  The 
hotline, managed by EthicsPoint, is available 24 hours a day via telephone and online.  The 
hotline allows anyone to anonymously report fraud, waste, abuse or other conduct that might be 
in violation of any law, regulation or university policy.   
 
The first annual Whistleblower Hotline Report was submitted to the Board of Regents for the 
University of Hawai‘i (“Board”) on August 10, 2017, which summarized and presented the types 
of Whistleblower Hotline complaints by campus and complaint-type for the FY 2017 period.  
This third annual report updates the Board with Whistleblower Hotline complaint data for the FY 
2019 period (ending June 30, 2019) and compares the FY 2019 data to the previous years’ data. 
  

II. University Profile  
 

The University of Hawai‘i System was founded in 1907 and has experienced steady development 
over the past century.  Currently, the University is responsible for maintaining over 16,800 acres 
of land and 14 million gross square feet of physical assets.  In fiscal year 2019, it supported 
approximately 50,000 students across its 10 campuses and system offices and managed an 
employee base of approximately 8,500 FTE. 
 

III. Whistleblower Hotline Program 

In FY17 and FY18, the Whistleblower Hotline averaged 122 reports per year.  In FY19, 134 
reports were made.1  Reporters have utilized both telephone and online methods to report their 
concerns and it appears that the hotline is working as intended.  To date, no concerning trends or 
patterns have been identified.  All reports are reviewed by the Director of Internal Audit, who is 
responsible for providing periodic updates to the Committee on Independent Audit of the Board 
of Regents regarding Whistleblower Hotline complaints. 

Reporters identify whether or not they are a University employee and the relevant campus.  The 
Reporter classifies complaints into the following categories: (1) employment/human resources; 
(2) student affairs; (3) health and safety; (4) financial; (5) property, facilities or equipment; (6) 
research; (7) information technology; (8) athletics; or (9) other.   

  

                                                           
1 These figures represent the total number of reports made.  In FY19, there were 17 reports (17%) 
duplicating a prior report.  In FY17 and FY18, there were 7 reports (6%) and 10 reports (8%), 
respectively, duplicating a prior report. 
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The whistleblower report workflow proceeds as follows: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

• Reporter provides basic information regarding the alleged misconduct, including 
campus involved and subject matter 

• EthicsPoint notifies the appropriate Designated Administrator(s) (DA) 
• Each Campus and the System have a DA 

• DA may respond to the reporter if the concern can be immediately addressed; or 
• DA may request case reassignment if the Campus was improperly identified; or 
• DA may assign case to appropriate Campus employee ("Designated Employee" (DE)) 

• DE conducts an appropriate investigation  
• DE provides the DA with status updates at least every 30 days 
• DA updates/requests further information from the reporter at least every 30 days 

• DE notifies the DA upon case resolution 
• The DA records into EthicsPoint a brief description of the complaint resolution  
• Description of complaint resolution is accessible to reporter 
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Annual Summary 

A total of 134 reports were submitted in FY19 ranging from 1 to 34 reports each month, 
compared to an average of 122 reports submitted in FY17 & FY18 ranging from 3 to 22 reports 
each month. 
 

 

 

Monthly Reporting Summary 

Year Number of Reports Each Month 
Lowest Highest Median 

FY17 3 18 10 
FY18 6 22 9.5 
FY19 1 34 9.5 
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Summary of Reports by Campus 

In FY19, UH Hilo received the highest number of reports (50), accounting for 37% of all reports 
and has also seen a noticeable increase in reports over the last three years.  In FY17, UH Hilo 
accounted for 15% of all reports, compared to 37% of all reports in FY19.  While UH Mānoa did 
not receive the highest number of reports in FY19, the number of reports at UH Mānoa was 
similar in FY17-19, with 45-49 reports each year.  The Community Colleges have seen a 
noticeable decrease in the number of reports each year.  In FY19, the Community Colleges 
accounted for only 21% of reports systemwide compared to 40% of all reports in FY17. 

 
 

From FY17 to FY19, Kapi‘olani Community College experienced the greatest decrease in the 
number of reports, decreasing from 27 reports in FY17 to 7 reports in FY19.  Of all of the 
campuses, Hawai'i CC and Kapi'olani CC received the highest number of reports, with 7 reports 
at each campus.  Together, Hawai'i CC and Kapi'olani CC received 50% of all whistleblower 
reports in FY19.
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Summary of Reports by Complaint Type 

Reports were assigned to nine categories: (1) employment/human resources; (2) student affairs; 
(3) health and safety; (4) financial; (5) property, facilities or equipment; (6) research; (7) 
information technology; (8) athletics; or (9) other.  The complainant self-selects the complaint 
category; however, under very limited circumstances, if the Director of Internal Audit 
(“Director”) believes the selected complaint category is significantly mischaracterized, then the 
Director will change it to the appropriate category.  This report reflects the updated complaint 
category classifications. 

Employment and Human Resources-related reports continue to be the most frequent report type.  
In FY19, there was a notable increase in Health & Safety and Property, Facilities & Equipment-
related reports.  In FY19, only 51% of reports were submitted by employees, compared to 58% 
in FY17 and 60% in FY18.

 
For reports concerning the Community Colleges, human resources or employment-related 
reports continue to be the most frequent.  In FY19, 57% of all Community Colleges reports were 
submitted by employees, compared to an average of 71% in FY17-19. 
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Case Processing Time 

Cases were investigated, addressed and closed fairly quickly, with approximately 40% of cases 
closed within one month of the initial report and over 60% of cases closed within two months of 
the initial report in FY19.  However, the percentage of cases that were closed in under one month 
has decreased in FY19 (39%) compared to FY17 (56%) and FY18 (53%). 

 

 

 

 

 

 

 

 

 
IV. Conclusion 

Based on a review of reports in FY17-19, the Office of Internal Audit and the Office of Risk 
Management conclude that there were no complaints or trends in complaints, regarding 
accounting and internal control matters or financial fraud, indicating a concern that rises to a 
material level requiring consultation with the Committee on Independent Audit.  

0%

56%

24%

14%
6%

4%

53%

27%

15%

1%6%

39%

25%
22%

7%
0

10

20

30

40

50

60

70

Open ≤1 month 1-2 months 2-6 months ≥6 months

N
um

be
r 

of
 C

as
es

Case Processing Time

FY17 FY18 FY19



Enterprise Risk Management Update
Independent Audit Committee

February 6, 2020
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Enterprise Risk Management (ERM) – Risk Categories

Risk
Category Description

Compliance Risks related to laws, statutes, regulations, rules, standards, and administrative 
regulations that govern how the institution operates and those risks that arise from the 
institution’s compliance obligations.

Financial Risks that arise from the management and control of the finances of the institution, 
funding sources, financial planning, market forces; and risks resulting in a material 
misstatement of the institution’s financial statements, and the potential loss of 
institutional assets.

Operational Risks that arise from people, processes, systems, and controls; and typically include 
the perils covered by insurance.

Reputational Risks involving challenges and choices that could potentially impact or bring into 
question the institution’s character, quality or integrity; and perceived value, 
institutional status, and public perception and trust. Reputation risk can be incurred as 
a consequence of other risks.

Strategic Risks that relate to high-level plans and goals that are aligned with and support the 
institution’s core mission, those risks that arise from the institution’s mission and 
strategic objectives, those arising from key initiatives relating to the strategic plan; and 
trends in the economy and society, i.e. competition, and economic factors that could 
affect consumer demand.
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RISKS COMPLIANCE FINANCIAL OPERATIONAL REPUTATIONAL STRATEGIC

Construction/Facilities
Aging facilities and deferred maintenance backlog of over half a billion 
dollars increasingly poses potential risks to health and safety, public 
perception, reputation and the ability to recruit faculty and students.

X X X X

Personnel/Workforce
UH cannot succeed without a first-rate workforce across faculty, staff and 
leadership. 

X X X X

Enrollment:  Student Recruitment & Retention
Declining enrollment poses risks to tuition revenue as well as to the 
University’s primary goal of increasing the educational capital of the state.

X X X

Financial Resiliency/Revenue Model
The primary sources of fiscal revenue are volatile and can have significant 
down-side declines.  Many of the University’s revenue components are 
counter-cyclical to macro-economic trends and cycle durations for the 
University can be longer than the economic cycle.

X X X X

Research Revenue
Grant revenue funds a major business line of the University.  Grants are 
competitive funding opportunities that are ever-increasingly more competitive 
and of diminishing supply.

X X X

Information Technology
A reliable technology network is critical to an information-based enterprise.  
The complex, decentralized environment of Higher Education and an 
academic culture of open access contribute to the risk of data breaches and 
other cyber concerns.

X X X

Maintaining Safety
(Individual, Campus, Business Continuity)
Actual risks and reputational risks associated with new compliance 
requirements have proliferated extensively around management of campus 
safety in the face of potential emergencies caused by natural and man-made 
disasters, Title IX and VAWA requirements.

X X X X

Governance/Compliance
Universities are facing increased scrutiny by regulators for compliance with 
laws and regulations imposed by federal and state government, industry best 
practices and internal policies and procedures.  The risk category addresses 
the exposure to legal and financial penalties, and reputational loss 
associated with negative performance in this area.

X X X X

Key Risks and Risk Categories

2
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Conclusion

Summary of Updates & Next Steps
Governance/Procedures category was changed to Governance/Compliance and 
the definition was updated to address increased scrutiny by regulators for 
compliance with laws and regulations imposed by federal and state governments, 
industry best practices and internal policies and procedures.

Top risk categories of particular focus:
• Enrollment
• Information Technology

Risk category being closely monitored:
• Governance/Compliance

Provide regular updates to the Board on “Top 2” risk categories being closely 
monitored through the appropriate committee(s).  Closely monitor 
Governance/Compliance risk and provide updates to the Board as appropriate.

Continue to advance a culture of risk management throughout the organization.
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Future of the IA 
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