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Department's Position:

The Department of Education (Department) would like to provide comment on HB1352
by apprising the committee of the oversight structure and current audit activities already
in place:

The Department takes its responsibilities very seriously, and the Board of Education
(BOE) as the governing body over the Department, shares that sentiment. For
example, the BOE has created an Audit Committee as a standing committee of the
BOE. The Internal Audit Office has performed a department-wide risk assessment and
high risk areas were placed into an Internal Audit Plan. This plan is presented to the
Audit Committee for approval. To date, ten (10) audits/reviews have been performed,
with three (3) currently in progress.

In addition, there are several management, financial, compliance, and other audits
and reviews that are conducted throughout each year over the processes in various
offices of the Department, of which some are listed below:

* The Department is required by OMB Circular A-133 to have an annual single audit ,
as we expend over $500,000 of federal funds each year ($750K effective January 1,
2015.) In addition, a financial audit is done at the same time each year, both
performed by an external CPA firm contracted by the State Auditor’'s Office. The current



contract for the FYE 2014 combined audit is $385,000.00.

* Section 40-83, Hawaii Revised Statutes requires that "the comptroller shall cause to
be examined and audited books of accounts kept by any public school in connection
with school fees and all other moneys collected by these schools." Since 2001, over
494 Local School Fund (LSF) Audits have been performed by the DAGs Audit
Division and the Department's Internal Audit Office.

* The Department continues to have numerous audits and reviews performed from
Federal as well as State agencies. Some of these include: a) 87 management
audits, program audits, studies, reviews, assessments, evaluations,
performance audits, etc. since 1984 by the State Auditor, b) 24 program and
fiscal management evaluations of the Office of Hawaii Child Nutrition Programs by
the Western Regional Office of the USDA, c) 23 numerous audits various federal
programs in the Office of Curriculum, Instruction and Student Support (OCISS) by the
USDOE and various CPA firms, and d) 184 program and fiscal evaluations
performed by the System Planning and Improvement Section of the Systems
Accountability Office, as directed by the Board of Education.

* The Department has also self-initiated several program audits, fiscal
accountability studies, and program evaluations from 2003. Various auditors such
as Grant Thornton; N & K CPAs; Pricewaterhouse; Deloitte & Touche LLP; Accuity; and
KMH,LLP were contracted.

DOE leadership has shown its commitment to promoting excellence in Hawaii's public
school system and is committed to making improvements and addressing the
recommendations of the audits that have already been conducted.
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H.B. 1352 — RELATING TO THE
DEPARTMENT OF EDUCATION

The Hawaii Government Employees Association, AFSCME Local 152, AFL-CIO
supports H.B. 1352. This measure requires and provides funding for the auditor to
conduct a comprehensive financial, management, and program audit of the department
of education.

The HGEA represents Department of Education employees in bargaining units 02, 03,
04, 06, 09, and 13. As the Department continues its efforts to improve the Hawaii public
school system and enhance the academic achievement of our youth, the Department
and its employees constantly face the frustration of new issues, and changing or
evolving initiatives and directives. Far too often, Department employees are required to
accept and meet these challenges without adequate systems of support. A
comprehensive audit which identifies operational efficiencies and deficiencies including
recommendations will assist the department and its employees meet its goals.

Thank you for the opportunity to testify in support of H.B. 1352.

Respegtfully submitted,
/ ’
reira

Randy Per
Executive Director

888 MILILANY STREET, SUITE 601 HONOLULU, HAWAII 96813-2991
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The Internal Audit Office presents its progress on the findings, recommendations and actions noted in its various P
audits to the Buard of Education each quarter. The latest report is posted here.

Scope of the office

The scope of work of the tA is to determine whelher the Department's network of risk maangement, control and
govermance processes, as designed and represented by management, is adequate and effective; thus, funclioning
in a manner to ensure:

Risks are appropriately identified and managed.

Interaction with the various gevemance and stakeholder groups coeurs as needed.

Significant finandial, manageriai, regulatory and operating information is accurate, refiable and timety.
Employeas’ actions are in compliance with policies, standeards, procedures, and applicabie laws and
regulations.

Resources are acquired aconomically, used efficiently, adequately protacted and are used for their intended
purposes.

Programs, plans and objectives are achieved.

Compliance with laws, regulations and policies are adhered to,

Quality and continucus improvement are fostered in the Department's corntral process.

Significant legislative or regulatory issuss impacting the Deparimert are recognized and addressed
appropriately.

.

.

.

Opponunities for improving managemant control may be identified during the audits. They wifl be communicated to
the appropriate lovel of management.

Accountability

The Internal Audit Office shall be accountable to the Superintendent of Education (Superintendent) and to the Audit
Committee (AC) of the Boand of Education to:

+ Report on the adequacy and effectiveness of the Dapartment's processes for controlling its activities and
managing its risks in the areas set forth under the mission and scope of wark.

+ Report significant issues related to the processes for contralling the activiies of the Department, inciuding
polential improvements to those processes, and provide information conceming such issues through
resolution. - ’ :

~ Periodically provide information on the status and results of the annual Audit Pian and the sufficiency
internat audit office resources. -

= Coordinate with and provide oversight of other control and monitering functions (sisk management,
compliance, external audit, atc.).

Reports presented to and approved by the Board are made public. Those reports are posted at right under Relaled
Downioads.

Structure and independence

The |A serves the administrative cfficas and schools of the Department. To ensure the indepandence and objectivity
of the internal audi function:

« The iA is indepandent of all other departments within the Depariment. The Intemal Audit Director reports
directly to the Superintendent and to the AC of the Board of Education.

+ Internal suditors will perform their work by maintaining an impartial, unbiased attitude; and avoiding conflicts
of interest. Any impairment to the independence or cbiectivity of the 1A, in fact or in appearance, should be
disciosed to the Superintendent and/or the AC.

« Internal audit activities wili be free from interference in determining the scope of engagements, parforming
examinations and communicating the results.

Authority
The internat Audit Director and staff of the A are authorized ta:

» Have unrestricted accass to all functions, records (imespective of physical form), property and all employees
of the Department.

« Have full and free access to ali members of the AC.

+ Allocate resources, set frequencies, setect subjects, determine scopas of work and apply the techniques
required to accomplish audit objectives.

+ Obiain the necassary assistance of personnel within the respective departments of the Departrent where
they perfarm audits, as well as other specialized services from within or outside the Department.

Note 1. Assurance services involve an objective assessment of evidence for the purpose of
providing an independent opinion or conclusions regarding an entity, operation, function,
process, system or other subject matter. Examples may include financial, performance, B
compliance, system security and due diligence engagements. (Source: international

Standards for Professional Practice of Intemal Auditing "HA Standards".)

Note 2. Consuiting services are advisory in nature and are generally performed at the specific
request of an engagement client. The nature and scope of which are also agreed upon with
the client and which are intended to add value and improve an organization's operations.

http://iwww.hawaiipublicschools.org/ConnectWithUs/Organi... 3/4/2015
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Examples include counsel, advice, facifitation, process design and training. (Source: A
Standards)

Report Fraud

The internal Audit Office strongly encourages anyone who obsarves possible fraugulent andior unethical behavior in
the Department {o report i using the confidential DOE Fraud and Ethics Hotline. Anonymaus reports are also
accepted.

© Hawaii State Department of Education | 1390 Miller St. Honoludu, H1 986813 | Phone: 808-586-
3230 |} Fax 808-588-3234

Terms of Lise

http://www.hawaiipublicschools.org/ConnectWithUs/Organi... 3/4/2015
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Internai Audit Office IrEYEY
The migsion of the Department's Intermal Audit Office (1A} is to provide independent, objective assurance {Nate 1) ] Jj‘ l I‘J

and consulting (Note 2) services designed o add value and improve the Deparment's operations. It brings a

systematic, disciplined approach to evaluate and contribute to the effectiveness of risk management, control and

governance.

http:.//www.hawaiipublicschools.org/ConnectWithUs/Organi... 3/4/2015
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Hawail State School Readiness Assessment

Children who are prepared for school are more likely to succeed in school and kfe. This report measures the
readiness of children for elementary school and the schools’ readiness for thern. School reports can be accessed on
the school directory pages. The ARCH website aiso has past years’ reports archived, .

Employment Report

An annual summary of employment figures and characleristics of newty-hired teachers and classified support
services personnel for the school year as well as data from prior years. The Office of Human Resources is focused
on increasing the number of highly qualified professionals in Hawail's public schaols. To achieve fts goal, it has
implemented cyClical and year-round reciuitment activities to maintain a viable pool of eligible apglicants to fill school
vacarcies.

Legislative Reports

The Departmant annually produces reports on the educaton-related bills and resokstlons passed in the reguilar
sassion from the previous year in the Hawali State Legislature. Annual reports additionally requesied by the
i egislature are also produced.

Special Education Performance Report

1n accordance with the Individuals with Disabiliies Education Improvernent Act: Part B, and Public Law 108-445, the
Department makes available to the public iis annuat Special Education Performance Report that evaluates the
State's efforls to implemnant the requirements and purposes of IDEA Part 8 and describes how the State will improve
such implementation.

Internal Audit Office

The Intemal Audit Office provides independent, obiective assurance and consulting services 1o add value ang
improve the Departmant's opesations and internal control structures. s primary respoisibilities incude reviewing ihe
effectiveness of the intemal controt structure, identifying opportunities for process and control improvemernts that
would mitigate risk exposures, monitoring compilance wiih [aws, regulations, policies and procedures, investigating
allegations of fraudulent andfor unethical behavior, and sharing best practices throughout the Department. Amang
the reports # presents to the Board of Education and Superntendent are:

» Personnel, hinng, payroll review

+ Data Infeqrity of Student Enraliment

+ Procurgment and contracting process review
= School Food Servicas review

School Quality Survey

Teachers, students, parents, administrative office staff, and instruciional support staff give their opinions of school
quglity in this annyal survey. View the online and prini surveys thal were used for the most recent survey for parenis
and students here.

Accountablfity Data Center
Official and helpful information on school and student performance in a user-engaged, visual format.

Archived reports
Financial, legistative, spedtal education, state and school reports going back 1o 2002 can be found hera.

© Hawaii State Depanment of Education | 1390 Miller St. Honolu, Hi 96813 | Phone: 808-586-
3230 | Fax: B0B-586-3234
Terms of Use
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State Reports

The Departmeant pubtishes regular pragress reporis on the three main gosls of the Strategic Plan: Student Success,
Staff Success and Successful Systems of Support. These reports, used in concert with school-level reports, give a
comprehensive view of school performance.

Page 1 ot 2
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Superintendent's Annual Report

Performance a2nd improvement information about Hawaii's public schools. The Superintendent's Annuat Repor
profiias noteworthy ecademic events, trends and outcomes at the state and complex-area level. it includes tables,
figures and narrative sections related o demographic, financial and educational performance. Also, comparisons to
other states with characteristics similar to Hawaii are provided to illustrate ralative progress or status on specific
indicators,

Weighted Student Formula reports

The Weaighted Student Formula (WSF) is & fair and equitable way to distribute funds for schoot budgets. The amount
of money given to & school is based on individual student need, not enroliment. This means that students with more
needs will recaive more resources. Funding foliows students to whichever schools they attend, equalizing
oppartunities at the student levet. The WSF informs the develapment of each school's Acadermic Financial Pian,
which the community can help craft by joining & Schogl Community Coundil.

Annuat Financial Report

The Depariment presents its Apnual Financial Report to inform the putic of the totat cost of public education in
Hawait, It is a key component of depariment accountability and public transparency. The Annual Financial Repont
provides both Operating and Capital Improvement Project fund infermation, including operating revenues, receipts
and expendiiures. We have inciuged operational costs such as repaire and maintenance of school fadilities, and
other expenses incurred by state and county agencies for public education purposes.

Annuai Financial and Single Audit Report

The Depariment's annual aydit provides an objective third-party examination of the presentation of the Department's
financiai statements for the most recent fiscal year, coordinated by the State of Hawaii's Office of the Auditor.

State Educationai Facilities improvement {(SEF]) Special Fund Report

The fund is used solely o plan, desin, acquire lands for, and construct public school facilities and to provide
equipiment and fechnology infrastructure to improve public schools and other facilities under the jurisdiction of the
DOE, except public Ebraries. in addition, acivites of the BOF intended 1o aliminata the gap betwaen the faciity
needs of schools and available rasources shall be eligible for funding from the speciat fund.

http://www.hawaiipublicschools.org/VisionForSuccess/Sch... 3/4/2015
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