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SB 2115, SD1, HD1 RELATING TO PREIIUDITS FOR PROPOSED

PAYMENTS.

Requires the Cepartment of Education (DOE) to cooduct pro~::>sed paymeot

preaudits only on payments of $10,000 or more. Requires the University of

Hawaii (UH) and DOE to preaudit a sampie popula~ion of at least five

percent of proposed payments of less than $10,000. Extends ihe fiscal

autonomy previously granted to UH and DOE until June 30, 20' 5. Exte.1ds

the date unlil which DOE shall have aulooomous authority over Its

accountir.g system to June 3C, 2020. Effective June 29,2050. (SB2115

HD1;

The Department of Education strongly suoports SB 21.15, SD1 HD1.

Current statute allows the University of Hawaii :he authority to ;)fe-audlt al

proposed payments of $10,JOO or 'more. -his prop::>sed meaSJre mereiy

expaods that au:horily to Ihe Deparlrnert of EdLcatioll. With the state's

resources strahed to meet basic goverr,mentaI costs. It is hig~l~

ineffective for Ihe Department of Education's pre-audit clerical staff to fully

examine and pre-aUdit all transactions regardless of dollar amOJnt This

$10.000 t1reshold has been established preViously in law for the University

of Hawaii, and sh-Juld be a~plicable to ~he Department of Education as

well. This measure also does not ignore the value of pre-aUditing ol,er

smaller transactions, but It is prudent to do this on a sample tas;s, as the

measure has been currently drafted, with the autho"ities of the chiof

financiai officers of tre University of Hawaii and Department of Education

to determine the propriety of expenditures and ccmpliance wi:h applicable

laws, orders and rules. In a detailEd anaiysis 0' its operations, the
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Department of Education has determined that a I<.rge percentage of its

transactions comprise of items less than $' 0000. Accordingly, if th s

measure IS Implemented. resources can be more efficiently restructu:ed to

meet other demands, such as au:omating the current nranua.:y prepared

salar'ed payroll.

SB 2115, SD1, HD1 specifies a percentage of the preaudit sample. We

appreciate the house Education Committee's acceotance of our

recommendation that the preaUdit sample be ind cated at five i5) pe"cent,

as a mir'lirr:um.

We also appreciate the House Education Committee's accep:ance of our

recommendation to inclUde the pertinen: change to HRS Sect.o,l 40-2

reGarding the extension of the date until which the Department of

EdJCation shail have autonomous authorltV of its accounting systeMS, to

June 30, 2020. Please note that there is a defecti"e date of June 29, 2050

that must be c~anged to make th'ls proposed bill Jsefu: as intended to the

Department, Ine Department of Accounting and General Sen.icGs, and the

University of Hawaii. The Department recommends July 1. 2Cl0




