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(,- . Date: 03/25/2010

Committee: House Finance

Department: Education

Person Testifying: Kathryn Matayoshi, Interim Superintendznt of Education

Title of Bill: SB 2115, 5D1, HD1 RELATING TO PREAUBITS FOR PROPOSED
PAYIMENTS.

Purpose of Biil: Requires the Cepartment of Eduzation {DOE) to conduct prooosed sayment

preaudits only an payments of $10,000 or more. Requires the Uiniversity of
Hawail (UH) and DOE to preaudit a sample population of at least five
percent of proposad payments of less than $10,000. Extends ihe fiscal
autonomy previcusly granted to UH and DOE until June 30, 207 5. Extends
the date unlit which DOE shall have autonomous authority over its
accountirg system to June 3C, 2020. Effective June 29, 2050. (SB2115

C\ HDB1;

A
Department's Position: The Department of Education strongly suoports SB 2115, SO KD1.

Current statute allows the Univers'ity of Hawaii the authority to ore-audit al
proposed payments of 310,000 or ' more. ~his groposed measJdre merely
expads that authorily to the Departrner"( of Edication. With the state's
resources strainad ta meet basic governmental costs. if is higtly
inef‘fective for the Department of Education's pre-audit clecical staff to fully
examine and pre-audit alf transactions regardiess of dollar amount This
510,000 treshold has been sstablished praviously in faw for the University -
of Hewaii, and should be applicable to the Department of Education as
well. This measure aiso dozas not ignore the valie of pre-auditing otrer
smaller transacticns, but it is prudent to do this on a sampie kas:s, as the
measure has been currently drafted, with the autharities of the chigf
financial officers of tre University of Hawaii and Depariment of Education

( ) N | to determine the propriety of expenditures and ccmpliance with applicable

e
laws, orders and rules. In a detailed analysis o° its aperations, the
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« Departmeni of Education has determined that a large parcéntage of its
transactions comprise of items less than $°0 000. Accordingly, ifihs
measure 1s implemented, resources can te more efficiently resiructured to
meet other demands, such a3 auzomating the current manua.y prepared
salar'ed payroil.

SB 2115, 8D1, HD1 specifies 2 percentage of the preaudit sample. We
apprediate the house Education Cammitiee's acceotance of our
recommendation that the preaudit sample be ind cated at five (5) pe-cent,
as a minimum.

We also appreciate the House Edugation Commitiee's accepiance of our
recommendation to includé the pertinen: change to HRS Secl.ona 40-2
recarding the extension of the date until which the Depariment of

Ed ucation shall have autoncmous authonty of its accounting systerms, to
June 30, 2020. Please note that there is 2 defective date of June 29, 2050
that must be ¢cranged to make this proposed bill usefu; as intended to the

( ". Department, tha Department of Accounting zng General Services, and the

University of Hawaii. The Department recommends July 1, 2C10
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