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MINUTES 
 

BOARD OF REGENTS’ COMMITTEE ON INDEPENDENT AUDIT MEETING 
 

OCTOBER 15, 2014 
 

I. CALL TO ORDER 
 
Committee Chair Ben Kudo called the meeting to order at 3:02 p.m. on Wednesday, 

October 15, 2014, at the University of Hawaiʻi, 2444 Dole Street, Bachman 113, Honolulu, 
Hawaiʻi 96822. 
 

Committee members in attendance:  Committee Chair Ben Kudo; Committee Vice Chair 
Coralie Matayoshi; Regent Jeffrey Portnoy. 
 

Others in attendance: Regents’ Chair Randy Moore (ex officio committee member); 
Regent Lee Putnam (ex officio committee member); Regent Helen Nielsen (ex officio 
member); Vice President for Budget and Finance/Chief Financial Officer Howard Todo; Vice 
President for Legal Affairs and University General Counsel, Darolyn H. Lendio; Vice 
President for Research, Vassilis Syrmos; Honolulu Community College Chancellor, Leon 
Richards; UH Hilo Chancellor, Don Straney; Executive Administrator and Secretary of the 
Board of Regents Cynthia Quinn; and others as noted. 
 
 Committee Chair Kudo recognized and welcomed new Regent Helen Nielsen from Maui. 
 

II. APPROVAL OF THE MINUTES OF THE AUGUST 7, 2014 MEETING 
 

Regent Portnoy moved and Regent Matayoshi seconded the motion to approve the 
minutes of the August 7, 2014 meeting, which were unanimously approved. 
 

III. PUBLIC COMMENT PERIOD 
 

Executive Administrator and Secretary to the Board of Regents, Cynthia Quinn 
announced that no written testimony was received and one individual signed up to present 
oral testimony: 
 

1. Dr. Unhee Lim, Associate Professor, UH Cancer Center, testified about the Cancer 
Center review, the challenge of the short timeline and her hopes that the review will be 
comprehensive and not superficial. 

 
Committee Chair Kudo thanked Dr. Lim for her testimony, and explained that the 

Independent Audit Committee is not doing the investigation, but have asked administration 
to provide an explanation on what will be done with regards to the issues involving 
management and finances of the UHCC.  The committee wants to be kept apprised of the 
investigation, provide the public with a transparent and open process, and give people a 
forum to comment on the findings and scope of the study. 
 

IV. AGENDA ITEMS 
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1.  Update on Cancer Center Review 
 
 President Lassner introduced VP Syrmos, who Chancellor Bley-Vroman had asked to 
lead the review of the University of Hawai‘i Cancer Center (UHCC) operations.  VP Syrmos 
explained that there is a standing committee called the Research Advisory Board (RAB), 
which is comprised of 11 members.  Three members are not participating due to time 
conflicts.  The RAB is complemented with persons with relevant expertise, including:  Dr. 
David Ward of JABSOM (National Institutes of Health funding); along with Cost Studies 
Section Chief Kevin Hanaoka and Senior Administrative Officer Tracie Nakagawa from the 
Office of Research Services; and Ashley Maynard and Doug Vincent from the Mānoa 
Faculty Senate Executive Committee. 
 
 VP Syrmos summarized that recently the RAB met with Dr. Pat Blanchette, Associate 
Director of the Research Institute and Chief Operating Officer, and Mr. Henry Ellis, Director 
of Fiscal Administration to collect financial and personnel data.  He explained that the review 
is focused on the programmatic and functional needs of the UHCC to maintain their National 
Cancer Institute (NCI) designation, the requirements; the financial sufficiency of the Cancer 
Consortium and RCUH accounts to meet the NCI designation requirements, and identify any 
gaps, cost savings, and solutions to ensure the health of UHCC.  The review would not 
consider grievances or personnel matters.  They plan on interviewing UHCC personnel and 
faculty, and executives and members of the Cancer Consortium. The period of review will 
begin on Fiscal Year 2011, when the debt service started, and going forward.  
 
 Extensive discussion ensued regarding ensuring that the scope of the review would not 
be one-dimensional, and instead be a comprehensive, holistic study of the organization, that 
will include what is necessary to keep NCI designation, financial viability and management 
capability of the UHCC going forward to achieve its objectives.  President Lassner confirmed 
that the UHCC has been tasked to project for Fiscal Year 2015, to get to a break even 
operation.  The large reserve established must be stabilized to an acceptable level in 
accordance with board policy. 
 
 VP Syrmos stated that while the target completion date is by the end of December, given 
the complexity, additional time may be needed to the end of January or the beginning of 
February, and would provide monthly status reports.  Committee Chair Kudo requested that 
the committee be notified if anything significant comes up in the meantime.  
 
2.  Status Report on the PCard review and policies 
 
 VP Todo reported that the new PCard module in the KFS system was implemented on 
September 15, that included an overhaul in policies and procedures, raising the dollar limit 
for PCard transaction up to $2,500, and justification for non-PCard purchases under that 
amount.  He provided a presentation on the timeline and implementation process.   
 
 The committee asked if there were any cost savings anticipated as a result of 
implementation.  VP Todo responded that a comparison study in ongoing, and he expects 
the costs of processing the transactions will decrease, enabling staff to be reassigned to 
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more pressing needs. The cost incurred in using the PCard is less than processing purchase 
orders, and he would report back to the committee on the cost savings at a future meeting.  
 
3.  Update on management and oversight of student fees system-wide 
 
 Committee Chair Kudo explained that the update was requested because there had 
been communication from the Legislature and others concerned about the accountability, 
controls and transparency of how fees are collected, and the criteria for deciding how the 
fees are spent and implemented. 
 
 AVP Javinar provided a handout to the committee that provided information on the 
different types of students’ fees and steps taken to ensure student fees are being used in 
responsive and responsible ways so the educational purposes for which the organizations 
were established are fulfilled. AVP Javinar explained the roles and responsibilities of student 
organizations regarding management of student fees that fees are typically brought by 
student organizations, who are responsible for the management and expenditure of the fees, 
with a faculty advisory who provides guidance.  The campus administration provides the 
oversight of the program. The Board approves mandatory fees because it impacts 
education.  AVP Javinar also provided a background on allegations involving student fees 
that prompted administration to review the policies and practices related to managing 
student fees; the approval process for student fee expenditures; and steps taken to maintain 
vigilant oversight of student fees.   
  
 Committee Chair Kudo asked if the information and recommendations were shared with 
student body, either via campus newspaper articles or websites informing students that the 
allegations were addressed.  AVP Javinar said a public meeting was held at one of the 
campuses and the results of the query were shared with those involved in the disputes via 
email.  Committee Chair Kudo reiterated that part of transparency is communicating what 
was done so students are informed and advised requested AVP Javinar provide reports 
regarding investigations, resolutions and recommendations in a more widely distributed 
manner such as campus websites or newspapers. President Lassner noted that several of 
the high profile matters from last year that went to the media and policymakers involved 
students objecting to the practices of their student government. 
 
 The committee discussed at length the roles and responsibilities of the Board, 
Administration, and the student organizations in setting, management and proper oversight 
of the student fee; and respecting the student organizations to make decisions.  AVP Javinar 
noted that they are currently working to retrieve fund balances for all the mandatory student 
fees on the 10 campuses to assess the appropriateness of the fund balances.  Some may 
be legitimate program purposes that require large fund balances, such as groups 
responsible for advocacy and activity planning; however, the university is ultimately 
responsible for the stewardship of this money and they will continue to exercise vigilance 
over how these fees are used, that total into the millions of dollars and make up a significant 
part of special funds.  AVP Javinar said two campuses assess fees based on credit hour 
and the rest have moved to a flat rate. Once the fund balances are determined and 
assessed, recommendations will be forthcoming to improve transparency and accountability.  
Currently, campuses have asked for more training on budgeting according to student 
sophistication and expertise, which varies by campus.   
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4.  Update on management of account receivables 
 
 Committee Chair Kudo explained that as part of assessing system-wide fiscal 
responsibility, he asked for a report on how accounts receivables are managed across the 
system and the rate of collection to ensure necessary efforts are being undertaken to collect 
monies due to the university. 
 
 VP Todo provided a handout showing the policy, procedures, and the accounting of the 
accounts receivables system-wide. The extramural funds accounts receivable is the largest 
portion of receivables and are generally very collectible.  The percentage of extramural 
funds accounts receivables over 121+ days, which has been decreasing substantially, is not 
outside of the average for these types of receivables.  Student accounts receivable over one 
year old continue to increase, with an expectation that $2M of $690M is uncollectible, and 
will be written off after efforts by a collection agency have been exhausted. The uncollected 
accounts receivable for student financial aid occurs when a student drops out and the 
university pays the student’s share of Title IV monies that must be returned to the federal 
government. The student’s share ranges from $50 to $200, for an annual amount of 
approximately $30,000 as compared to the institutional share of $1.2M for tuition.  The 
university would have to unravel undergo a complicated calculation to unravel the student’s 
share for only a $30,000 net. Students who have an outstanding balance due would not be 
able to register, or receive a diploma until paid, which is important to get a job.  
 
 The committee discussed concerns about reviewing the numbers with the external 
auditors to confirm the actual amount of the student share, and acknowledged that while 
doing so is a service the university provides, the university is in financial constraints and 
requested that administration consult with the external auditors to avoid this situation as 
much as possible. 
 
 Regarding athletics accounts receivables, Associate Athletic Director Carl Clapp 
confirmed that the payment for the account receivable from AKA owed Mānoa athletics is is 
underway.  He also clarified that the $500,000 in accounts receivable was for non-existent 
basketball tournaments and likely not recoverable. VP Todo confirmed that the amount was 
accounted as an accounts receivable allowance reserve to hold funds for activities such as 
these tournaments that are doubtful. VP Todo pointed out that athletics has a separate 
annual audit conducted by independent external audits. 
 
5.  Review and acceptance of the following Office of Internal Audit reports: 
 

a. Report on University of Hawai‘i Kapi‘olani Community College (KCC): 
Chancellor’s Office Accounts at the University of Hawai‘i Foundation, Years 
Ended June 30, 2013, and 2012 

 
 Director of the Office of Internal Audit Glenn Shizumura explained that this audit was 
requested by the prior Internal Audit Committee members.  He reviewed the report, and 
discussed highlights, scope, observations, and significant matters that were noted in 
connection with the review.  He noted there were payroll expenses associated with faculty 
and staff paid with tuition that were eligible for reimbursement from the Freeman Grant for a 
number of years, and had not been requested until this year.  AVP Unebasami confirmed 
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that the claim was made and funds have been transferred to the university to the KCC 
account as soon as they discovered the error.  
 
 The committee asked if the program is continuing, and if there is a more expedient 
process in place to avoid the error from reoccurring.  AVP Unebasami confirmed that a 
process is in place to avoid the error again.  For example, once an account is established, 
the money will be transferred and salaries will be charged to that specific account instead of 
the general fund or other special fund account.  He said the Freeman Foundation continues 
to be a supporter of the KCC program and funds this program even though it has 
discontinued funding for other programs.  KCC works closely with the Freeman Foundation. 
 
 The committee noted concern about the medium risk rating for KCC. Director Shizumura 
explained a medium rating meant that risk is present, but not catastrophic to the overall 
accounting, unless it continues, which will impact the ability to deliver education. The 
recommendations include more diligent monitoring of accounts on a more frequent monthly 
basis, streamlining and more efficient processes, policies and forms to ensure compliance 
and reach a low risk or zero findings.  The committee noted that the purpose of these audits 
was to uncover any significant problems and to improve the management of the various 
institutions so the errors do not reoccur.  Further, KCC and the principal investigator in 
charge of this program should be made aware that that they are stewards of the money and 
expect those managing the programs to be fiscally responsible and allocate payment 
accordingly.  AVP Unebasami responded that they have worked very closely with the Office 
of Internal Audit regarding what has been. 
 
 The committee also noted there were 6,000 of these types of accounts at UHF and 
raised concerns whether there is a systemic issue and a model processing system; what the 
relationship/role of the UHF person on campus and the donor was, and the responsibility of 
providing periodic reports.  AVP Unebasami said the majority of accounts are managed and 
payments processed through UHF directly against the account and proper procedures are in 
place.  He indicated that the financial and programmatic reports to the donors are typically 
provided by UHF to the donor.  The university provides reports to UHF on how the money is 
spent.  In this particular case, the programmatic report was a few years overdue. 
 
 Director Shizumura noted that the other issue in this report was the Koa Art Gallery, 
where the agreement had certain terms and conditions that raised some level of exposure 
for KCC in terms of costs that were incurred and likely not recoverable.  He reported that 
KCC has taken remedial measures to revise the agreement accordingly. Chair Kudo 
concluded that the committee will decide later whether or not additional accounts or areas of 
other UHF accounts will be reviewed.  
 
 b. Report on University of Hawai‘i dba Rainbowtique at Ward Center, Schedule of 

Gross Sales and Schedule of Advertising Expenditures, Ten Month Period 
Ended June 30, 2014 

 
 Director Shizumura reported that the Rainbowtique at Ward Center ceased operations in 
June 30, 2014.  The original lease expired in August 31, 2013, and subsequently extended 
twice to June 30, 2014.  His office issued a similar audit sales report last year in connection 
with the original lease terms and the landlord asked for a final closeout audit, which was not 
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included in the original audit plan discussed last year.  However, since this was required 
under the lease, the OIA performed the audit. Rainbowtique had a small shortfall to the 
Landlord relating to an advertising commitment, totaling approximately $3,700. 
 
 The committee asked if there was a 10 month figure on profit and loss.  President 
Lassner confirmed that the Rainbowtique did not receive $500,000.  Director Shizumura 
added that his office was doing a sales audit on the H-Zone at the end of the calendar year 
at the request of the landlord. 
 
 Regent Portnoy moved that the Report on University of Hawai‘i Kapi‘olani Community 
College: Chancellor’s Office Accounts at the University of Hawai‘i Foundation, Years Ended 
June 30, 2013, and 2012 and the Report on University of Hawai‘i dba Rainbowtique at Ward 
Center, Schedule of Gross Sales and Schedule of Advertising Expenditures, Ten Month 
Period Ended June 30, 2014 be accepted.  Regent Matayoshi seconded the motion, and the 
motion carried upon unanimous approval.  
 

II. ADJOURNMENT 
 
 There being no further business, upon motion by Regent Portnoy, seconded by Regent 
Matayoshi, and with unanimous approval, the meeting was adjourned at 4:45 p.m. 
 

 Respectfully Submitted, 
 
  /S/ 
 
 Cynthia Quinn 
 Executive Administrator and 
    Secretary of the Board of Regents 


