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Auditor’s Summary
Financial and Compliance Audit of the 
Department of Education 
Financial Statements, Fiscal Year Ended June 30, 2019

Financial Highlights
FOR THE FISCAL YEAR ended June 30, 2019, DOE reported total 
revenues of $3.2 billion and total expenditures of $3.14 billion, resulting 
in an increase in net position of $65 million. 

Total revenues of $3.2 billion consisted of (1) $2.03 billion in state-
allotted appropriations, net of lapsed funds, (2) $779 million in non-
imposed employee wages and fringe benefi ts, (3) $288 million in 
operating grants and contributions, (4) $43 million in capital grants and 
contributions, and (5) $67 million in charges for services.  

THE PRIMARY PURPOSE of the audit was to form an opinion on the fairness of the presentation of the fi nancial 
statements for the Department of Education, as of and for the fi scal year ended June 30, 2019, and to comply with 
the requirements of  Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, 
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance), which established audit 
requirements for state and local governmental units that receive federal awards.  The audit was conducted by 
KKDLY LLC. 

About the 
Department
The Department of Education 
(DOE) administers the statewide 
system of public schools and 
public libraries.  DOE is also 
responsible for administering 
state laws regarding regulation 
of private school operations 
through a program of inspection 
and licensing and the 
professional certifi cation of all 
teachers for every academic 
and noncollege type of school.  
Federal grants received to 
support public school and 
public library programs are 
administered by DOE on a 
statewide basis. 
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Total expenses of $3.14 billion consisted of $2.95 billion for school-related costs, $83 million for state and school 
complex area administration, $37 million for public libraries, and $72 million for capital outlay.   

As of June 30, 2019, total assets exceeded total liabilities by $2.7 billion.  Of this amount, $769 million is 
unrestricted and may be used to meet ongoing expenses and obligations.  Total assets of $3.22 billion were 
comprised of cash of $1.23 billion, receivables of $66 million, and net capital assets of $1.93 billion.  Total 
liabilities of $525 million were comprised of (1) vouchers and contracts payable of $134 million, (2) accrued 
wages and employee benefi ts of $152 million, (3) accrued compensated absences of $72 million, (4) workers’ 
compensation claims reserve of $147 million, (5) amount due to the state general fund of $5 million, and 
(6) notes payable of $15 million.  

Auditors’ Opinion
DOE RECEIVED AN UNMODIFIED OPINION that its fi nancial statements were presented fairly, in all 
material respects, in accordance with generally accepted accounting principles.  DOE also received an 
unmodifi ed opinion on its compliance with major federal programs in accordance with the Uniform Guidance.

Findings
THERE WERE NO REPORTED DEFICIENCIES in internal controls over fi nancial reporting that are 
considered to be material weaknesses and required to be reported under Government Auditing Standards.  
However, the auditors identifi ed one defi ciency in internal control over fi nancial reporting that is considered 
a signifi cant defi ciency.  A signifi cant defi ciency is a defi ciency, or a combination of defi ciencies, in internal 
control that is less severe than a material weakness, yet important enough to merit attention by those charged 
with governance.  The defi ciency is described on pages 53-55 of the report.

THERE WERE NO FINDINGS that are considered material weaknesses in internal control over compliance 
in accordance with the Uniform Guidance.  However, the auditors identifi ed one defi ciency in internal control 
over compliance that is considered a signifi cant defi ciency.  A signifi cant defi ciency in internal control over 
compliance is a defi ciency, or a combination of defi ciencies, in internal control over compliance with a type 
of compliance requirement of a federal program that is less severe than a material weakness in internal control 
over compliance, yet important enough to merit attention by those charged with governance.  The defi ciency is 
described on pages 56-57 of the report.

For the complete report and fi nancial statements visit our website at:
http://fi les.hawaii.gov/auditor/Reports/2019_Audit/DOE2019.pdf
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INTRODUCTION SECTION 



KOL "'r': 
CERTIFIED PUBLIC ACCOUNTANTS 

March 25, 2020 

The Auditor 
State of Hawaii 

Board of Education 
Department of Education 
State of Hawaii: 

We have completed our audit of the financial statements of the Department of Education, State of Hawaii 
(the Department), as of and for the fiscal year ended June 30, 2019. We have also audited the 
Department's compliance with the requirements applicable to its major federal programs for the fiscal 
year ended June 30, 2019. We transmit herewith our reports pertaining to our audit of the Department's 
financial statements and its major federal programs. 

Audit Objectives 

The objectives of the audit were as follows: 

1. To provide opinions on the fair presentation of the Department's financial statements and the 
schedule of expenditures of federal awards in accordance with accounting principles generally 
accepted in the United States of America. 

2. To consider the Department's internal control over financial reporting in order to determine our 
auditing procedures for the purpose of expressing our opinions on the financial statements. 

3. To perform tests of the Department's compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, non-compliance with which could have a direct and material effect 
on the determination of financial statement amounts. 

4. To consider the Department's internal control over compliance with requirements that could have a 
direct and material effect on each of its major federal programs in order to determine our auditing 
procedures for the purpose of expressing our opinion on compliance, and to test and report on internal 
control over compliance. 

5. To provide an opinion on the Department's compliance with applicable laws, regulations, contracts, 
and grants that could have a direct and material effect on each of its major federal programs. 
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DEPARTMENT OF EDUCATION 
STATE OF HAW All 

Management's Discussion and Analysis 

June 30, 2019 

As management of the Department of Education, State of Hawaii (the Department) we offer readers this 
narrative overview and analysis of the financial activities of the Department as of and for the fiscal year 
ended June 30, 2019. We encourage readers to consider the information presented here in conjunction 
with the accompanying financial statements and notes to enhance their understanding of the Department's 
financial performance. 

The financial statements represent the combination of Department of Education (the DOE), the Hawaii 
State Public Library System (the HSPLS), and the Public Charter Schools (the PCS) where the DOE 
prepares entries, based on information provided by the HSPLS and the PCS, to combine financial data for 
the three units, in aggregate known as the Department. The fiscal and oversight authority for the DOE, the 
HSPLS, and the PCS are managed independently. The DOE has determined that the PCS balances are 
significant, but not material, and relies on certain financial information which have been audited by other 
auditors and coordinated by the PCS. 

FINANCIAL IDGHLIGHTS 

Key government-wide financial highlights for fiscal year ended June 30, 2019 (FY 2019) compared to the 
prior fiscal year ended June 30, 2018 (FY 2018) are as follows: 

• Total FY 2019 revenues were $3.204 billion, a decrease of 3% or $114 million from $3.318 
billion in FY 2018. 

• Total FY 2019 expenses were $3.139 billion, an increase of 4% or $129 million from $3.009 
billion in FY 2018. 

• Of the total FY 2019 expenses of $3.139 billion, 94% or $2.946 billion was spent for school­
related activities. Of the total FY 2018 expenses of $3.009 billion, 94% or $2.815 billion was 
spent for school-related activities. 

• Total assets exceeded liabilities as of June 30, 2019 by $2.699 billion (net position), compared to 
$2.635 billion as of June 30, 2018, an increase of 2% or $64 million. 

• Net investment in capital assets comprised 72% and 68% of the total net position as of June 30, 
2019 and 2018, respectively. 

6 
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DEPARTMENT OF EDUCATION 
STATE OF HAW All 

Management's Discussion and Analysis 

June 30, 2019 

Overall Financial Position - The Department's overall net position has increased as of June 30, 2019 
compared to the prior fiscal year-end. The Department's largest portion of net position is investment in 
capital assets (e.g., land, buildings, equipment), which are unavailable for future spending. The 
Department's unrestricted portion of net position is available for future spending. The Department's 
unrestricted portion of net position is available for future use to provide program services. Total 
government-wide net position increased by $64 million, or 2%, primarily due to an increase in net 
investment in capital assets of $145 million, offset by a decrease in unrestricted net position of $81 
million. 

Summary Schedule of Changes in Net Position 
Fiscal Years 2019 and 2018 

(Amounts in millions) 

2019 - 2018 

Governmental Activities Increase Percentage 

2019 2018 (Decrease) Change 

Revenues: 
Program revenues: 

Charges for services $ 66.8 $ 66.6 $ 0.2 - % 
Operating grants and contributions 288.5 284.4 4.1 1 % 
Capital grants and contributions 42.6 1.1 41.5 3,773 % 

General revenues: 
State allotted appropriations, 

net of lapses 2,025.5 2,267.5 (242.0) (11) % 
Non-imposed employee wages and 

fringe benefits 778.8 697.4 81.4 12 % 
Unrestricted investment earnings 1.5 1.0 0.5 50 % 

Total revenues 3,203.7 3,318.0 (114.3) (3) % 

Transfers, net (1.1) (3.3) 2.2 67 % 

Expenses: 
School-related 2,946.2 2,814.8 131.4 5 % 
State and complex area administration 82.8 74.3 8.5 11 % 
Public libraries 37.1 51.9 (14.8) (29) % 

Capital outlay 72.5 68.4 4.1 6 % 

Total expenses 3,138.6 3,009.4 129.2 4 % 

Change in net position $ 64.0 $ 305.3 $ (241.3) (79) % 

9 



DEPARTMENT OF EDUCATION 
STATE OF HAW All 

Management's Discussion and Analysis 

June 30, 2019 

Overall Results of Operations - The Department's results of operations for FY 2019 have resulted in an 
increase in net position of $64 million. This is lower than the increase in net position of $305 million for 
the prior FY 2018. Total FY 2019 expenses were $3.139 billion, an increase of 4% or $130 million from 
$3.009 billion in FY 2018. 

GOVERNMENTAL FUND FINANCIAL ANALYSIS 

Within the governmental fund financial statements, the overall net decrease in fund balance for FY 2019 
was $57 million, and the total overall fund balance for the governmental funds as of June 30, 2019, was 
$1.003 billion. 

General Fund Budget Results - The Department was appropriated general funds of $1.755 billion in 
FY 2019. Increases of "Final" compared to "Original" budgeted amounts as reported on the Statement of 
Revenues and Expenditures - Budget and Actual (Non-GAAP Budgetary Basis) - General Fund are 
primarily due to legislative appropriations due to collective bargaining compensation changes. 

For the General Fund, the Department is allowed to carry over up to 5% of any appropriation at the end of 
the fiscal year. Carryover funds enable schools to make long-range fiscal plans, save for major purchases 
for which single-year funding may not be sufficient, and provide funds to start the next school year. 
Under the DOE's single-school calendar, schools start their school year in July statewide, within weeks of 
the beginning of the fiscal year. For the fiscal year ended June 30, 2019, general funds carried over 
totaled $43 million, representing 2% of general fund appropriations. 

Federal Fund Budget Results - The Department appropriated $28 million more federal funds than was 
expended during FY 2019; this merely reflects the timing of expenditures versus federal cash that may 
have been received during the fiscal year. 

AGENCY FUNDS 

Agency funds, or "student activity funds," are held for students in a custodial capacity and do not require 
deposit into the State Treasury. The funds contain monies collected and maintained by schools for 
students. Examples include yearbook, newspaper fund, student government dues, physical education 
uniform sales, and excursions. The funds are used for school activities that take place outside formal class 
periods and are not required for class work or credit. Agency funds due to the students and others was $29 
million as ofJune 30, 2019 and 2018. 

10 



CAPITAL ASSETS 

DEPARTMENT OF EDUCATION 
STATE OF HAW All 

Management's Discussion and Analysis 

June 30, 2019 

The Department's capital improvement program strives to provide and maintain facilities that are well­
placed, sufficient in number, flexible, functional, and creatively designed to accommodate population 
changes, support educational programs, and promote health and safety of students, employees, and the 
public. 

The Department's capital assets as of June 30, 2019, amounted to $1.930 billion (net of accumulated 
depreciation of $2.021 billion), an increase of $144 million, compared to capital assets as of June 30, 
2018, which amounted to $1.786 billion (net of accumulated depreciation of $1.896 billion). Depreciation 
expense for FY 2019 amounted to $136 million. 

The Department is committed under contracts awarded and orders placed for construction, repairs and 
maintenance, and related expenses. These commitments amounted to approximately $625 million. 

Additional information on the Department's capital assets and construction contract commitments can be 
found in Note 5 and Note 12 to the financial statements. 

DEBT ADMINISTRATION 

In July 2017, the Department entered into an interest-free term loan agreement with the State's Hawaii 
Green Infrastructure Authority (HGIA). The total loan amount allowed to be drawn down was finalized as 
of June 30, 2019, at $46 million. The final loan maturity date is June 30, 2037. The loan is unsecured and 
requires semi-annual payments starting December 31, 2018, and each June 30, and December 31 thereafter 
to and including the final maturity date. The principal outstanding at June 30, 2019, is $15 million. 

Additional information on the Department's long-term debt can be found in Note 6 to the financial 
statements. 

REQUESTS FOR INFORMATION 

Questions concerning any of the information provided in this report or request for additional financial 
information should be addressed to the Office of the Fiscal Services, Department of Education, P.O. Box 
2360, Honolulu, Hawaii 96804. General information about the Department can be found at the 
Department's website, www.hawaiipublicschools.org. 

11 



DEPARTMENT OF EDUCATION 
STATE OF HAWAII 

Statement of Net Position 

June 30, 2019 

Assets: 
Current assets: 

Cash and cash equivalents 
Receivables: 

Due from federal government 
Accounts receivable 
Due from other agencies 

Total current assets 

Capital assets, net of accumulated depreciation 

Total assets 

Liabilities and Net Position: 

Liabilities: 
Current liabilities: 

Vouchers and contracts payable 
Accrued wages and employee benefits 
Accrued compensated absences 
Workers' compensation claims reserve 
Due to State of Hawaii general fund 
Note payable 

Total current liabilities 

Accrued compensated absences, less current portion 
Workers' compensation claims reserve, less current portion 
Note payable, less current portion 

Total liabilities 

Net Position: 
Net investment in capital assets 
Unrestricted 

Total net position 

Total liabilities and net position 

See accompanying notes to financial statements. 
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Governmental 
Activities 

$ 1,227,706,810 

47,825,703 
15,329,181 
2,864,388 

1,293,726,082 

1,930,475,127 

$ 3,224,201,209 

$ 134,109,129 
151,506,972 
22,650,682 
19,145,937 
5,000,000 
2,294,180 

334,706,900 

49,110,837 
128,130,499 

13,000,779 

524,949,015 

1,930,475,127 
768,777,067 

2,699,252,194 

$ 3,224,201,209 



Governmental Activities: 
School-related 
State and complex area administration 
Public libraries 
Capital outlay 

Total governmental activities 

General Revenues: 
State allotted appropriations, 

net oflapses 
Nonimposed employee wages and 

fringe benefits 
Unrestricted investment earnings 

Total general revenues 

Transfers: 
Transfers in 
Transfers out 

Net transfers 

Change in Net Position 

Net Position at June 30, 2018 

Net Position at June 30, 2019 

DEPARTMENT OF EDUCATION 
STATE OF HAWAII 

Statement of Activities 

Fiscal Year Ended June 30, 2019 

Program Revenues 

Operating Capital Grants 
Charges for 

Services 
Grants and and 

Expenses Contributions 

$ 2,946,211,149 $ 65,015,012 $ 285,077,191 
82,837,811 1,813,727 
37,136,836 1,785,734 1,598,876 
72,447,517 

$ 3,138,633,313 $ 66,800,746 $ 288,489,794 

See accompanying notes to financial statements. 
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Contributions 

$ 

42,634,736 

$ 42,634,736 

Net Revenue 
(Expenses) and 
Change in Net 

Position 

Governmental 
Activities 

$ (2,596,118,946) 
(81,024,084) 
(33,752,226) 
(29,812,781) 

(2,740,708,037) 

2,025,514,936 

778,823,926 
1,454,524 

2,805,793,386 

188,989 
(1,318,393) 

(1,129,404) 

63,955,945 

2,635,296,249 

$ 2,699,252,194 



Assets: 
Cash and cash equivalents $ 
Receivables: 

Due from federal government 
Accounts receivable 
Due from other agencies 

Total assets $ 

Liabilities and Fund Balances: 

Liabilities: 
Vouchers and contracts payable $ 
Accrued wages and employee 

benefits 
Due to State of Hawaii general fund 

Total liabilities 

Fund Balances (Deficits): 
Committed 
Assigned 
Unassigned 

Total fund balances (deficits) 

Total liabilities and fund balances $ 

DEPARTMENT OF EDUCATION 
STATE OF HAWAII 

Balance Sheet 
Governmental Funds 

June 30, 2019 

General Federal 

172,570,467 $ 150,958,705 

46,825,703 

172,570,467 $ 197,784,408 

49,201 ,329 $ 19,282,347 

142,187,657 7,938,016 
5,000,000 

196,388,986 27,220,363 

170,564,045 
(23,818,519) 

(23,818,519) 170,564,045 

172,570,467 $ 197,784,408 

Capital 
Projects 

$ 795,385,0IO 

$ 795,385,0IO 

$ 60,368,409 

60,368,409 

735,016,601 

735,016,601 

$ 795,385,0IO 

See accompanying notes to financial statements. 
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Other Total 

$ 108,792,628 $ 1,227,706,810 

1,000,000 47,825,703 
15,329,181 15,329,181 
2,864,388 2,864,388 

$ 127,986,197 $ 1,293,726,082 

$ 5,257,044 $ 134,109,129 

1,381,299 151 ,506,972 
5,000,000 

6,638,343 290,616,101 

121,347,854 121 ,347,854 
905,580,646 
(23,818,519) 

121,347,854 l ,003,I09,981 

$ 127,986,197 $ 1,293,726,082 



DEPARTMENT OF EDUCATION 
STATE OF HAWAII 

Reconciliation of the Governmental Funds Balance Sheet 
to the Statement of Net Position 

June 30, 2019 

Total Fund Balances - Governmental Funds 

Amounts reported for governmental activities in 
the statement of net position are different 
because: 

Capital assets used in governmental activities are not 
financial resources and, therefore, are not reported 

in the governmental funds. 

Governmental capital assets $ 3,951,014,123 
Less accumulated depreciation (2,020,538,996) 

Some liabilities are not due in the current period and 
therefore are not reported in the governmental funds. 
Those liabilities include: 

Accrued compensated absences 
Workers' compensation claims reserve 
Note payable 

Net Position of Governmental Activities 

See accompanying notes to financial statements. 
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$ 1,003,109,981 

1,930,475,127 

(71,761,519) 
(147,276,436) 

(15,294,959) 

$ 22699 22522194 



DEPARTMENT OF EDUCATION 
STATE OF HAWAII 

Statement of Revenues, Expenditures, and Changes in Fund Balances 
Governmental Funds 

Revenues: 
State allotments, net 
Nonimposed employee wages and 

fringe benefits 
Intergovernmental revenues 
Other revenues 

Expenditures: 
School-related 
State and complex area administration 
Public libraries 
Capital outlay 

Excess (Deficiency) of Revenues 
Over (Under) Expenditures 

Other Financing Sources (Uses): 
Proceeds from note payable 
Transfers in 
Transfers out 

Total other financing sources (uses) 

Net Change in Fund Balances 

Fund Balances (Deficits) at July 1, 2018 

Fund Balances (Deficits) at June 30, 2019 

Fiscal Year Ended June 30, 2019 

Capital 
General Federal Projects 

$ 1,827,812,676 $ $ 191 ,702,260 

778,823,926 
314,639,830 

2,606,636,602 314,639,830 191,702,260 

2,478,707,522 256,185,183 
78,046,235 2,470,505 
50,127,567 1,166,701 
10,385,931 25,049,499 283,994,717 

2,617,267,255 284,871 ,888 283,994,717 

(10,630,653) 29,767,942 (92,292,457) 

11 ,570,166 

(185,154) (1 ,133,239) 

(185,154) 10,436,927 

(10,630,653) 29,582,788 (81,855,530) 

(13,187,866) 140,981 ,257 816,872,131 

$ (23,818,519) $ 170,564,045 $ 735,016,601 

See accompanying notes to financial statements. 
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Other Total 

$ 6,000,000 $ 2,025,514,936 

778,823,926 
1,000,000 315,639,830 

83,739,971 83,739,971 

90,739,971 3,203,718,663 

77,070,253 2,811 ,962,958 
806,292 81,323,032 
980,515 52,274,783 

6,116,701 325,546,848 

84,973,761 3,271,107,621 

5,766,210 (67,388,958) 

11 ,570,166 
188,989 188,989 

(1 ,318,393) 

188,989 10,440,762 

5,955,199 (56,948,196) 

115,392,655 1,060,058,177 

$ 121 ,347,854 $ 1,003,109,981 



DEPARTMENT OF EDUCATION 
STATE OF HAWAII 

Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances 
of Governmental Funds to Statement of Activities 

Fiscal Year Ended June 30, 2019 

Net Change in Fund Balances-Total Governmental Funds 

Amounts reported for governmental activities in the statement 
of activities are different because: 

Governmental funds report capital outlays as expenditures. 
However, in the statement of activities, the cost of capital 
assets is allocated over their estimated useful lives 
as depreciation expense. 

Expenditures for capital assets $ 284,175,096 
Less current fiscal year depreciation (136,411,416) 
Loss on disposal of capital assets (3,019,196) 

Some expenses reported in the statement of activities 
do not require the use of current financial resources and, 
therefore, are not reported as expenditures in the governmental 
funds: 

Changes in workers' compensation claims reserve (11,368,463) 
Changes in accrued compensated absences (3,195,894) 

Proceeds from note payable provide current financial resources 
to governmental funds; however, are reported as an increase in 
liabilities on the statement of net position 

Repayment of note payable is reported as an expenditure in 
governmental funds; however, are reported as a decrease 
in liabilities on the statement of net position 

Change in Net Position of Governmental Activities 

See accompanying notes to financial statements. 
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$ (56,948,196) 

144,744,484 

(14,564,357) 

(11,570,166) 

2,294,180 

$ 63,955,945 



DEPARTMENT OF EDUCATION 
STATE OF HA WAIi 

Statement of Revenues and Expenditures 
Budget and Actual (Non-GAAP Budgetary Basis) - General Fund 

Revenues: 
State allotments $ 

Expenditures: 
School-related 
State and complex 

area administration 
Public libraries 

Excess of revenues 
over expenditures $ 

Fiscal Year Ended June 30, 2019 

Budgeted Amounts Actual on 
Original Final Budgetary Basis 

1,755,278,731 $ 1,831,789,704 $ 1,831,401,370 

1,667,406,746 1,743,072,242 1,699,841,854 

51,708,109 51,838,906 51,497,864 
36,163,876 36,878,556 36,850,796 

1,755,278,731 1,831,789,704 1,788,190,514 

$ $ 4322102856 

See accompanying notes to financial statements. 
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Variance 
Positive 

(Negative) 

$ (388,334) 

43,230,388 

341,042 
27,760 

43,599,190 

$ 4322102856 



DEPARTMENT OF EDUCATION 
STATE OF HAWAII 

Statement of Revenues and Expenditures 
Budget and Actual (Non-GAAP Budgetary Basis)- Federal Fund 

Revenues: 
Federal grants $ 

Expenditures: 
School-related 
State and complex 

area administration 
Public libraries 

Excess of revenues 
over expenditures $ 

Fiscal Year Ended June 30, 2019 

Budgeted Amounts Actual on 
Original Final Budgetary Basis 

488,494,921 $ 459,249,783 $ 284,599,065 

482,733,840 451,569,498 251,634,592 

4,289,157 7,280,285 5,056,488 
1,471,924 400,000 126,516 

488,494,921 459,249,783 256,817,596 

$ $ 2727812469 

See accompanying notes to financial statements. 
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Variance 
Positive 

(Negative) 

$ (174,650,718) 

199,934,906 

2,223,797 
273,484 

202,432,187 

$ 2727812469 



Assets: 

DEPARTMENT OF EDUCATION 
STATE OF HAW All 

Statement of Fiduciary Net Position 
Agency Funds 

June 30, 2019 

Cash and cash deposits in financial institutions 

Total assets 

Liabilities: 
Due to student groups and others 

Total liabilities 

Net Position 

See accompanying notes to financial statements. 
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$ 28,841,599 

28,841,599 

28,841,599 

28,841,599 

$ 
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DEPARTMENT OF EDUCATION 
STATE OF HAWAII 

Notes to Financial Statements 

June 30, 2019 

(3) BUDGETING AND BUDGET ARY CONTROL 

Revenue estimates are provided to the State Legislature at the time of budget consideration, and 
revised and updated periodically during the fiscal year. Amounts reflected as budgeted revenues 
and budgeted expenditures in the budgetary comparison schedules of the general and federal funds 
are derived primarily from acts of the State Legislature and from other authorizations contained in 
other specific appropriation acts in various Session Laws of Hawaii. To the extent not expended or 
encumbered, general fund appropriations generally lapse at the end of the fiscal year for which the 
appropriations were made. The State Legislature specifies the lapse date and any other particular 
conditions relating to terminating the authorization for other appropriations such as those related to 
the federal funds. 

However, Section 37-41.5 of the Hawaii Revised Statutes allows the Department to carryover up to 
5% each of any appropriation at the end of the fiscal year except for appropriations to fund certain 
financing agreements. These carryover funds, to the extent not expended or encumbered, lapse at 
June 30 of the first fiscal year of the next fiscal biennium. As of June 30, 2019, general funds 
carried over amounted to approximately $43,445,000, representing approximately 2.4% of 
appropriations. 

For purposes of budgeting, the Department's budgetary fund structure and accounting principles 
differ from those utilized to present the fund financial statements in accordance with GAAP. The 
Department's annual budget is prepared on the modified accrual basis of accounting with several 
differences, principally related to (1) the encumbrances of purchase orders and contract obligations, 
(2) recognition of certain receivables, and (3) special revenue funds operating grants accruals and 
deferrals. These differences represent a departure from GAAP. 

The following schedule reconciles the budgetary amounts to the amounts presented in accordance 
with GAAP for the fiscal year ended June 30, 2019: 

Excess of revenues over expenditures -
actual on a budgetary basis 

Reserved for encumbrances at fiscal year-end 
Expenditures for liquidation of prior fiscal year 

encumbrances 
Net accrued revenues and expenditures 

Excess (deficiency) ofrevenues over (under) expenditures -
GAAPbasis 
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General 

$ 43,210,856 
97,558,935 

(147,595,917) 
(3,804,527) 

$ (10,630,653) 

Federal 

$ 27,781,469 
28,990,167 

(48,740,255) 
21,736,561 

$ 29,767,942 
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(5) CAPITAL ASSETS 

DEPARTMENT OF EDUCATION 
STATE OF HAWAII 

Notes to Financial Statements 

June 30, 2019 

For the fiscal year ended June 30, 2019, capital assets activity for the Department was as follows: 

Balance Balance 
July 1, 2018 Additions Deductions June 30, 2019 

Governmental activities: 

Capital assets not being depreciated: 

Land $ 88,238,609 $ $ $ 88,238,609 

Construction in progress 291,171,010 256,1 18,527 (217,232,755) 330,056,782 

Total capital assets not 

being depreciated 379,409,619 256,118,527 (217,232,755) 418,295,391 

Capital assets being depreciated: 

Land improvements 337,679,054 7,350,276 345,029,330 

Buildings and improvements 2,493,575,789 206,008,975 (2,011 ,952) 2,697,572,812 

Furniture and equipment 393,146,524 27,224,479 (8,050,191) 412,320,812 

Vehicles 12,346,291 802,966 (619,396) 12,529,861 

Public library materials 65,384,557 3,842,424 (3,961,064) 65,265,917 

Total capital assets 

being depreciated 3,302,132,215 245,229,120 (14,642,603) 3,532,718,732 

Less accumulated depreciation for: 

Land improvements (178,877,355) (17,946,866) (196,824,221) 

Buildings and improvements (1,425,603,230) (68,728,468) 294,847 (1,494,036,851) 

Furniture and equipment (225,861,171) (44,857,838) 6,894,659 (263,824,350) 

Vehicles (10,953,283) (637,813) 533,041 (11,058,055) 

Public library materials (54,516,152) (4,240,431) 3,961 ,064 (54,795,519) 

Total accumulated 

depreciation (1,895,811,191) (136,411,416) 11 ,683,611 (2,020,538,996) 

Governmental activities, net $ 1,785,730,643 $ 364,936,231 $ (220,191 ,747) $ 1,930,475,127 
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DEPARTMENT OF EDUCATION 
STATE OF HAWAII 

Notes to Financial Statements 

June 30, 2019 

Depreciation expense was charged to functions as follows: 

School-related 
State and complex area administration 
Public libraries 

Total additions to accumulated depreciation 

(6) LONG-TERM LIABILITIES 

Governmental 
Activities 

$ 127,449,655 
1,422,974 
7,538,787 

$ 136,411,416 

The change in long-term liabilities during the fiscal year ended June 30, 2019, was as follows: 

Accrued Workers' 
Compensated Compensation 

Absences Claims Reserve Note Payable 

Balance at July 1, 2018 $ 68,565,625 $ 135,907,973 $ 6,018,973 
Additions 30,836,640 27,414,098 11,570,166 
Reductions (27,640,746) (16,045,635) (2,294,180) 

Balance at June 30, 2019 71,761,519 147,276,436 15,294,959 
Less current portion (22,650,682) (19,145,937) (2,294,180) 

$ 49,110,837 $ 128,130,499 $ 13,000,779 

The compensated absences and workers' compensation liabilities have been paid primarily by the 
general fund in the past. The carrying amount of liabilities for unpaid workers' compensation 
claims of approximately $158.4 million is reported at present value using a discount rate of 2%. 

In July 2017, the Department entered into an interest-free term loan agreement with the State's 
Hawaii Green Infrastructure Authority (HGIA). The total loan amount allowed to be drawn down 
was finalized as of June 30, 2019, at $45,883,600. The final loan maturity date is June 30, 2037. The 
loan is unsecured and requires semi-annual payments of $1,147,090 starting December 31, 2018, and 
each June 30, and December 31 thereafter to and including the final maturity date. The principal 
outstanding at June 30, 2019 is $15,294,959. 
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DEPARTMENT OF EDUCATION 
STATE OF HAWAII 

Notes to Financial Statements 

June 30, 2019 

Principal maturities of the note payable are as follows: 

Fiscal Year Ending June 30: 
2020 
2021 
2022 
2023 
2024 

2025-2029 

(7) FOOD DISTRIBUTION PROGRAM 

$ 2,294,180 
2,294,180 
2,294,180 
2,294,180 
2,294,180 
3,824,059 

$ 15,294,959 

The U.S. Department of Agriculture (USDA), Food and Nutrition Service (FNS), has delegated to the 
Hawaii Child Nutrition Programs office (HCNP) the administrative responsibility of the Food Distribution 
Program. HCNP is the State Agency that distributes USDA Foods to schools (public, private, and charter), 
institutions and organizations that participate in the National School Lunch Program (NSLP) and Summer 
Food Service Program (SFSP). Hawaii's entitlement is determined in part by the number of lunches 
reimbursed under the NSLP and SFSP of the previous school year. FNS estimates the cost to purchase the 
USDA Foods. The amount charged to the entitlement is based upon the net dollar values of the purchased 
USDA Foods. Bonus commodities are USDA Foods that are additional to Hawaii's entitlement. A 
portion of the entitlement is allocated for the purchase of fresh produce. 

The Department received approximately $6,074,000 of commodities for the fiscal year ended June 30, 
2019. No bonus commodities were received for the fiscal year ended June 30, 2019. 

(8) NONIMPOSED EMPLOYEE WAGES AND FRINGE BENEFITS 

Payroll fringe benefit costs that are funded by state appropriations are assumed by the State and 
are not charged to the Department's operating funds. These costs, totaling approximately 
$778,824,000 for the fiscal year ended June 30, 2019, have been reported as revenues and 
expenditures in the general fund of the Department. 
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DEPARTMENT OF EDUCATION 
STATE OF HAWAII 

Schedule of Expenditures of Federal Awards 

Fiscal Year Ended June 30, 2019 

Federal Grantor/Pass-Through Grantor/Program or 
Cluster Title 

U.S. Department of Agriculture 
Child Nutrition Cluster: 

National School Lunch Program: 
Cash assistance 
Cash assistance (commodities) 

Subtotal - National School Lunch Program 
Summer Food Service Program for Children: 

State administrative expense 

Total - Child Nutrition Cluster 

CACFP Meal Service Training 
Child and Adult Care Food Program 
State Administrative Expense for Child Nutrition 
Child Nutrition Discretionary Grants Limited Availability 
Fresh Fruit and Vegetable Program 

Total - U.S. Department of Agriculture 

U.S. Department of Defense 
Competitive Grants: Promoting K-12 Student 

Achievement at Military-Connected Schools: 
Comprehensive Stem 
Readying Radford Complex 
Visible Learning 
Stem Leilehua Complex 
MCASP Kailua Inter FYI 8 
CA Campbell-Kapolei Ala Hele FY19 

Total - Competitive Grants Promoting K-12 Student 
Achievement at Military-Connected Schools 

Invitational Grants for Military-Connected Schools 
Department of Defense hnpact Aid 
Community Investment 
Troops to Teachers Grant Program 

Total- U.S. Department of Defense 

Institute of Museum and Library Services 
Grants to States 

Total- Institute of Museum and Library Services 

U.S. Department of Interior 
Hawaii Department of Education Compact hnpact 

Total - U.S. Department oflnterior 

U.S. Environmental Protection Agency 
Environmental Education Grants 

Total - U.S. Environmental Protection Agency 

1 Other identifying number used if no CFDA number available. 

Federal 
CFDA 

Number1 

10.555 

10.559 

10.534 
10.558 
10.560 
10.579 
10.582 

12.556 

12.557 
12.558 
12.600 
12.620 

45.310 

15.875 

66.951 

Pass-through 
Entity Identifying 

Number 
Provided to 

Subrecipients 

$ 8,700,819 

8,700,819 

8,700,819 

729,637 

27,052 
90,919 

9,548,427 

See accompanying independent auditors' report and notes to schedule of expenditures of federal awards. 
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Total 
Federal 

Expenditures 

$ 71,398,936 
6,074,086 

77,473,022 

47,427 

77,520,449 

7,011 
812,338 

1,201,240 
32,398 

1,563,183 

81,136,619 

74,306 
342,671 
111,164 
305,383 

37,746 
35,272 

906,542 

211,466 
2,265,841 

32,285,627 
62,964 

35,732,440 

1,166,701 

1,166,701 

461 ,670 

461,670 

3,040 

3,040 

(Continued) 



DEPARTMENT OF EDUCATION 
STATE OF HAWAII 

Schedule of Expenditures of Federal Awards (Continued) 

Fiscal Year Ended June 30, 2019 

Federal Pass-through 
Federal Grantor/Pass-Through Grantor/Program or CFDA Entity Identifying 

Cluster Title Number1 Number 

U.S. Department of Education 
Adult Education - Basic Grants to States 84.002 
Title I - Grants to Local Educational Agencies 84.010 
Migrant Education - State Grant Program 84.011 
Title I - State Agency Program for Neglected and Delinquent 

Children and Youth 84.013 
Special Education Cluster (IDEA): 

Special Education - Grants to States (IDEA Part B) 84.027 
Special Education - Preschool Grants (IDEA Preschool) 84.173 

Total - Special Education Cluster 

Impact Aid 84.041 
Migrant Education Coordination Program 84.144 
Safe and Drug-free Schools and Communities National 

Programs 84.184 
Education for Homeless Children and Youth 84.196 
Twenty-First Century Community Leaming Centers 84.287 
English Language Acquisition State Grants 84.365 
Mathematics and Science Partnerships 84.366 
Supporting Effective Instruction State Grant 84.367 
Grants for State Assessments and Related Activities 84.369 
Statewide Longitudinal Data Systems 84.372 
School Improvement Grants 84.377 
Preschool Development Grants 84.419 
Student Support and Academic Enrichment Program 84.424 
Common Core of Data Survey Project 84.ED-08-C0-0029 
NAEP State Coordinator 84.ED-08-C0-0029 
Passed-through State Department of Human Services: 

Rehabilitation Services - Vocational Rehabilitation 
Grants to States 84.126 Hl26Al90015-200015 

Passed-through Alu Like, Inc.: 
Native Hawaiian Career and Technical Education 84.259 V259Al80007 

Passed-through Office of the State Director for Career and 
Technical Education: 

Career and Technical Education - Basic Grants 
84.048 V048Al6-V048A18 

to States 
Passed-through University of Hawaii: 

Gaining Early Awareness and Readiness for Undergraduate 
84.334 P334Sl10026 

Programs 
Gaining Early Awareness and Readiness for Undergraduate 

84.334A PAI 10247, PAl70131 
Programs 

Native Hawaiian Education 84.362A S362AI 7,S362Al8 

Total - Passed-through University of Hawaii 

Passed-through Ho'okako'o Corporation: 
Native Hawaiian Education 84.362A S362A150026 

Total - U.S. Department of Education 

1 Other identifying number used ifno CFDA number available. 

Provided to 
Subreci(!ients 

$ 

3,846,003 

3,846,003 

See accompanying independent auditors' report and notes to schedule of expenditures of federal awards. 
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Total 
Federal 

Ex(!enditures 

$ 2,148,844 
45,577,907 

1,054,442 

106,224 

41,868,207 
881 ,201 

42,749,408 

36,566,878 
183,584 

504,531 
185,032 

9,635,737 
4,429,687 

155,113 
10,733,455 
4,168,542 
1,402,364 

145,229 
2,307,771 
2,142,853 

5,926 
232,574 

120,772 

256,957 

2,458,725 

57,580 

27,979 
613,293 

698,852 

45,983 

168,017,390 

(Continued) 



DEPARTMENT OF EDUCATION 
STATE OF HAWAII 

Schedule of Expenditures of Federal Awards (Continued) 

Fiscal Year Ended June 30, 2019 

Federal Grantor/Pass-Through Grantor/Program or 
Cluster Title 

U.S. Department of Health and Human Services 
Substance Abuse and Mental Health Services-Projects 

of Regional and National Significance 
Passed-through State Department of Human Services: 

Every Student Succeeds Act/Preschool Develepment 
TANF Cluster - Temporary Assistance for Needy Families 
CCDF Cluster - Child Care and Development Block Grant 
Promote the Survival and Continuing Vitality of Native 

American Languages 

Total - Passed-through State Department of 
Human Services 

Head Start 
Cooperative Agreements to Support Comprehensive 

School Health Programs to Prevent the Spread of HIV 
and Other Important Health Problems 

Total - U.S. Department of Health and Human 
Services 

Total Expenditures of Federal Awards 

1 Other identifying number used if no CFDA number available. 

Federal Pass-through 
CFDA Entity Identifying 

Number1 Number 

93.243 

93.434 90TP0043-0!-00 
93.558 DHS-14-ETPO, 19-ETPO 
93.575 DHS-15-CCP0,17-CCPO 

93.587 90NL062 l-O 1-00 

93.600 

93.938 

Provided to 
Subrecipients 

$ 

$ 13,394,430 

See accompanying independent auditors' report and notes to schedule of expenditures of federal awards. 
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Total 
Federal 

Expenditures 

$ 2,212,033 

80,461 
2,862,680 

(2,782) 

28,438 

2,968,797 

120,303 

82,830 

5,383,963 

$291,901,823 
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ILQDQFLDO�VWDWHPHQWV�

:H�KDYH�UHYLHZHG�\RXU�DXGLW�ILQGLQJV�DQG�UHFRPPHQGDWLRQV�DQG�FRUUHFWLYH�DFWLRQ�
SODQV�KDYH�EHHQ�SUHSDUHG���,Q�DFFRUGDQFH�ZLWK���&)5����������WKH�IROORZLQJ�SDJHV�
FRQWDLQ�WKH�&RUUHFWLYH�$FWLRQ�3ODQ IRU�WKH�\HDU�HQGHG�-XQH ���������DQG�WKH�
6XPPDU\�6FKHGXOH�RI�3ULRU�$XGLW�)LQGLQJV IRU�WKH�\HDU�HQGHG�-XQH�����������

6LQFHUHO\��

'U��&KULVWLQD�0��.LVKLPRWR
6XSHULQWHQGHQW

&0.�G\
$WWDFKPHQWV�

F�� ,QWHUQDO�$XGLW�2IILFH

��
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���������$FFRXQWLQJ�IRU�&DSLWDO�$VVHWV �3DJH����

9LHZ�RI�5HVSRQVLEOH�2IILFLDOV

0DQDJHPHQW�DJUHHV�ZLWK�WKH�ILQGLQJ�DQG�UHFRPPHQGDWLRQ��

&RUUHFWLYH�$FWLRQ�3ODQ

7KH�'HSDUWPHQW¶V�DFFRXQWLQJ�V\VWHP��WKH�)LQDQFLDO�0DQDJHPHQW�6\VWHP��)06���ZDV�
LPSOHPHQWHG�LQ�WKH�HDUO\�����V�� �'XH�WR�WKH�DJH�RI�)06��WKHUH�LV�VLJQLILFDQW�ULVN�LQ�
PDNLQJ�DQ\�FKDQJHV� WR� WKH� V\VWHP�� �7KH�2IILFH�RI�)LVFDO�6HUYLFHV�DQG� WKH�2IILFH�RI�
)DFLOLWLHV� DQG�2SHUDWLRQV� SHUIRUP� H[WHQVLYH� GRFXPHQWDWLRQ� DQG� DQDO\VLV� RXWVLGH� RI�
)06�IRU�SURMHFW�DFFRXQWLQJ�DQG�SURMHFW�PDQDJHPHQW��DV�ZHOO�DV�WKH�PDQDJHPHQW�DQG�
UHYLHZ� RI� FHUWDLQ� IL[HG� DVVHWV� UHFRUGV�� � 7KLV� LV� D� YHU\�PDQXDO� DQG� WLPH�FRQVXPLQJ�
SURFHVV����

$V�D�UHVSRQVH�WR�FRQGLWLRQ���� WKH�'HSDUWPHQW�KDV�LQFOXGHG�D�IL[HG�DVVHW�DFFRXQWLQJ�
PRGXOH� DV� SDUW� RI� WKH� 3KDVH� ,� ZRUN� SODQ� LQ� WKH� )06� PRGHUQL]DWLRQ� SURMHFW�� � ,Q�
DGGLWLRQ��DV�D�UHVSRQVH�WR�FRQGLWLRQV���DQG����WKH�'HSDUWPHQW�KDV�LQFOXGHG�D�SURMHFW�
DFFRXQWLQJ�DQG�PDQDJHPHQW�PRGXOH�DV�SDUW�RI� WKH�3KDVH� ,,�ZRUN�SODQ� LQ� WKH�)06�
PRGHUQL]DWLRQ�SURMHFW��

&RQWDFW�3HUVRQV�� 7ULVKD�.DQHVKLUR��)LVFDO�6SHFLDOLVW�
� � � $FFRXQWLQJ�6HUYLFHV�%UDQFK���$FFRXQWLQJ�6HFWLRQ�
� � � 2IILFH�RI�)LVFDO�6HUYLFHV�

5LNL�)XMLWDQL��$X[LOLDU\�6HUYLFHV�'LUHFWRU�
� � � $X[LOLDU\�6HUYLFHV�%UDQFK�
� � � 2IILFH�RI�)DFLOLWLHV�DQG�2SHUDWLRQV

$QWLFLSDWHG�&RPSOHWLRQ�'DWH���)LVFDO�\HDU�HQGLQJ�-XQH������������)LVFDO�\HDU�HQGLQJ�
-XQH����������



67$7(�2)�+$:$,,�'(3$570(17�2)�('8&$7,21�
&255(&7,9(�$&7,21�3/$1�
)LVFDO�<HDU�(QGHG�-XQH����������

)('(5$/�$:$5'�),1',1*�$1'�48(67,21('�&2676��

���������$FWLYLWLHV�$OORZHG�RU�8QDOORZHG�DQG�$OORZDEOH�&RVWV�&RVW�3ULQFLSOHV 3DJH����

9LHZ�RI�5HVSRQVLEOH�2IILFLDOV

0DQDJHPHQW�DJUHHV�ZLWK�WKH�ILQGLQJ�DQG�UHFRPPHQGDWLRQ��

&RUUHFWLYH�$FWLRQ�3ODQ

7KH� 0RQLWRULQJ� DQG� &RPSOLDQFH� %UDQFK� �0$&�� REWDLQHG� WKH� OLVW� RI� VFKRRO� VWDII�
PHPEHUV�ZKR�KDYH�VRPH�IRUP�RI�LQFRPSOHWH�RU�LQDFFXUDWH�GRFXPHQWDWLRQ�UHJDUGLQJ�
SD\UROO�FHUWLILFDWLRQ��)HGHUDO�JUDQWV�PD\�EH�XVHG� WR�VXSSRUW�VDODULHV�DQG�ZDJHV� IRU�
HPSOR\HHV��EXW�PXVW�KDYH�FRQVLVWHQW�UHFRUGV�DV�UHODWHG�WR���&)5����������³&KDUJHV�
WR�)HGHUDO�DZDUGV�IRU�VDODULHV�DQG�ZDJHV�PXVW�EH�EDVHG�RQ�UHFRUGV�WKDW�DFFXUDWHO\�
UHIOHFW�WKH�ZRUN�SHUIRUPHG�´��

,Q� DQ� HIIRUW� WR� HQVXUH� WKH� FRQWLQXHG� DOORFDWLRQ� RI� )HGHUDO� IXQGV� WR� WKH� +DZDLµL�
'HSDUWPHQW� RI� (GXFDWLRQ� �+,'2(�� LQ� IXOILOOLQJ� LWV� JRDOV� IRU� VXFFHVVIXO� VWXGHQW�
RXWFRPHV�� WKH�UHTXLUHG�FRUUHFWLYH�DFWLRQV�OLVWHG�EHORZ�ZLOO�VXSSRUW� WKH�FRQWLQXLW\�RI�
WKHVH� IXQGV� WR� KHOS� RXU� VWXGHQWV� EHFRPH� HGXFDWHG�� KHDOWK\�� DQG� MR\IXO� OLIHORQJ�
OHDUQHUV�ZKR�FRQWULEXWH�SRVLWLYHO\�WR�RXU�FRPPXQLW\�DQG�JOREDO�VRFLHW\��

'XH�WR�VHYHUDO�SRVLWLRQ�FXWV�ZLWKLQ�0$&��DQ�LQWHUQDO�UHRUJDQL]DWLRQ�WRRN�SODFH�WKDW�
LQFOXGHG�D�QHZ�OHDG�VWDII�PHPEHU�IRU�WKH�3D\UROO�&HUWLILFDWLRQ�SURMHFW���$V�VXFK��ZLWK�
D� FKDQJH� LQ� SHUVRQQHO�� 0$&� ZLOO� UHYLHZ� SROLFLHV� DQG� SURFHGXUHV� DQG� FUHDWH�
RSSRUWXQLWLHV� IRU� FROODERUDWLRQ�� � 7KXV��0$&� LV� FXUUHQWO\�ZRUNLQJ� RQ� VWUHQJWKHQLQJ�
WKH�3D\UROO�&HUWLILFDWLRQ�SURMHFW�E\�LQFOXGLQJ�WKH�IROORZLQJ��

5HYLHZ�DQG�XSGDWH�SD\UROO�FHUWLILFDWLRQ�SROLFLHV�DQG�SURFHGXUHV��
&UHDWH�D�SD\UROO�FHUWLILFDWLRQ�JXLGDQFH�GRFXPHQW�IRU�6FKRRO�<HDU��6<�������
�����WR�EH�FRPSOHWHG�SULRU�WR�WKH�HQG�RI�6<������������
3URGXFH�D�RQH�SDJH�UHPLQGHU�RI�SD\UROO�FHUWLILFDWLRQ�JXLGDQFH�IRU�WKH�'HSXW\�
6XSHULQWHQGHQW�WR�VKDUH�ZLWK�&RPSOH[�$UHD�6XSHULQWHQGHQWV��
&RQGXFW�SD\UROO�FHUWLILFDWLRQ�WUDLQLQJV�WR�KHOS�ZLWK�HDVH�RI�XQGHUVWDQGLQJ�DQG�
DSSOLFDWLRQ�RI�JXLGDQFH�IRU�6<������������
8SGDWH�DQG�UHYLVH�WKH�FXUUHQW�LQWHUQDO�0$&�ZHESDJH�YLD�WKH�+,'2(�,QWUDQHW�
WR�LQFOXGH�KHOSIXO�UHVRXUFHV��LPSRUWDQW�GDWHV��DQG�GRZQORDGDEOH�GRFXPHQWV��



���������$FWLYLWLHV�$OORZHG�RU�8QDOORZHG�DQG�$OORZDEOH�&RVWV�&RVW�3ULQFLSOHV��&RQWLQXHG��

&UHDWH�FOHDU�DQG�HDV\� WR� IROORZ�PHVVDJLQJ�YLD�PHPRV�DQG�HPDLOV�UHJDUGLQJ�
SD\UROO�FHUWLILFDWLRQ�XSGDWHV�DQG�JXLGDQFH���
3URYLGH�FOHDU�DQG�WLPHO\�UHVSRQVHV�WR�SD\UROO�FHUWLILFDWLRQ�TXHVWLRQV���
5HPLQG�VWDII�PHPEHUV�WR�FKHFN�WKH�+,'2(�)LQDQFLDO�5HSRUWLQJ�6\VWHP��)56��
WR�REWDLQ�D�OLVW�RI�HPSOR\HHV�SDLG�ZLWK�)HGHUDO�IXQGV��DQG�
&ROODERUDWH� ZLWK� &KDUWHU� 6FKRRO� VWDII� PHPEHUV� WR� HQVXUH� WKH\� UHFHLYH�
QHFHVVDU\�VXSSRUWV��

0$&� KDV� UHDFKHG� RXW� IRU� WHFKQLFDO� DVVLVWDQFH� IURP� %UXVWHLQ� 	� 0DQDVHYLW�� D�
:DVKLQJWRQ�'�&��EDVHG�ODZ�ILUP�WKDW�VSHFLDOL]HV�LQ�HGXFDWLRQ��ZRUNIRUFH��DQG�JUDQWV�
PDQDJHPHQW�� %UXVWHLQ�	�0DQDVHYLW� LV� UHFRJQL]HG� IRU� LWV� HGXFDWLRQ� UHJXODWRU\� DQG�
OHJLVODWLYH� SUDFWLFH�� 7KH� ILUP� SURYLGHV� OHJDO� DGYLFH� UHJDUGLQJ� IHGHUDO� HGXFDWLRQ�
SURJUDPV� LQFOXGHG� LQ� WKH� (OHPHQWDU\� DQG� 6HFRQGDU\� (GXFDWLRQ� $FW� �(6($���
UHDXWKRUL]HG� DV� (YHU\� 6WXGHQW� 6XFFHHGV� $FW� �(66$�� DQG� WKH� ,QGLYLGXDOV� ZLWK�
'LVDELOLWLHV�(GXFDWLRQ�,PSURYHPHQW�$FW�RI�������,'($����7KH�ILUP�UHJXODUO\�FRXQVHOV�
FOLHQWV�DERXW�IHGHUDO�JUDQWV�PDQDJHPHQW�UHTXLUHPHQWV��ZKLFK�LQFOXGHV�WKH�(GXFDWLRQ�
'HSDUWPHQW� *HQHUDO� $GPLQLVWUDWLYH� 5HJXODWLRQV� �('*$5��� WKH� 2IILFH� RI�
0DQDJHPHQW� DQG� %XGJHW� �20%�� 8QLIRUP� *UDQWV� *XLGDQFH�� DQG� WKH� *HQHUDO�
(GXFDWLRQ�3URYLVLRQV�$FW��*(3$���%UXVWHLQ�	�0DQDVHYLW�VWDII�DWWRUQH\V�DUH�ZRUNLQJ�
FORVHO\�ZLWK�0$&� WR�SURYLGH�DVVLVWDQFH� LQ� UHYLHZLQJ�DQG�XSGDWLQJ� FXUUHQW� SROLFLHV�
DQG�SURFHGXUHV�DV�UHODWHG�WR�IHGHUDO�JUDQWV�FRPSOLDQFH���

)LQGLQJ����'LG�QRW�&RPSOHWH�3D\UROO�&HUWLILFDWLRQ��
)RU�WKH�WZR�VWDII�PHPEHUV�DW�WZR�GLIIHUHQW�HOHPHQWDU\�VFKRROV�DQG�RQH�VWDII�PHPEHU�
DW� D� PLGGOH� VFKRRO�� WKH� ILQGLQJ� LV� WKDW� HDFK� RI� WKH� WKUHH� VWDII� PHPEHUV� GLG� QRW�
FRPSOHWH�VXSSRUWLQJ�SD\UROO�FHUWLILFDWLRQ�IRUPV��7KHUHIRUH��HDFK�VFKRRO�PXVW�VXEPLW�
RQH�FRS\�RI�WKH�FRPSOHWHG�SD\UROO�FHUWLILFDWLRQ�IRUP�IRU�HDFK�HPSOR\HH�WR�0$&��7KH�
RULJLQDO� SD\UROO� FHUWLILFDWLRQ� IRUP� IRU� HDFK� HPSOR\HH� PXVW� EH� PDLQWDLQHG� LQ� WKH�
VFKRRO�RIILFH�ILOHV�LQ�WKH�HYHQW�RI�DQ�DXGLW�RU�PRQLWRULQJ�YLVLW��

)LQGLQJ����,QFRUUHFW�'DWH�IRU�&HUWLILFDWLRQ�3HULRG��
)RU� WKH� WKUHH� VWDII� PHPEHUV� DW� WKUHH� GLIIHUHQW� KLJK� VFKRROV�� DOWKRXJK� HDFK� VWDII�
PHPEHU�KDG�VXSSRUWLQJ�SD\UROO�FHUWLILFDWLRQ�IRUPV�FRPSOHWHG��WKH�ILQGLQJ�LV�WKDW�WKH�
IRUPV�ZHUH�VLJQHG�DQG�GDWHG�SULRU� WR� WKH�HQG�RI� WKH�FHUWLILFDWLRQ�SHULRG��7KHUHIRUH��
HDFK� VFKRRO� PXVW� UHVXEPLW� RQH� FRS\� RI� WKH� SD\UROO� FHUWLILFDWLRQ� IRUP� IRU� HDFK�
HPSOR\HH�ZLWK�WKH�FRUUHFW�GDWHV�DQG�DSSURSULDWH�VLJQDWXUHV�WR�0$&��7KH�GDWHV�DQG�
VLJQDWXUHV� VKRXOG� FRLQFLGH� ZLWK� WKH� FRUUHFW� FHUWLILFDWLRQ� SHULRG�� 7KH� RULJLQDO�
UHVXEPLWWHG�SD\UROO�FHUWLILFDWLRQ� IRUP� IRU�HDFK�HPSOR\HH�PXVW�EH�PDLQWDLQHG� LQ� WKH�
VFKRRO�RIILFH�ILOHV�LQ�WKH�HYHQW�RI�DQ�DXGLW�RU�PRQLWRULQJ�YLVLW��

&RQWDFW�3HUVRQ�� &DUD�7DQLPXUD��$FWLQJ�'LUHFWRU�
� � � 0RQLWRULQJ�DQG�&RPSOLDQFH�%UDQFK�
� � � 2IILFH�RI�WKH�'HSXW\�6XSHULQWHQGHQW��

$QWLFLSDWHG�&RPSOHWLRQ�'DWH��� 0DUFK���������
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��������� 7UDFNLQJ�DQG�$FFRXQWLQJ�IRU�&DSLWDO�$VVHWV�
�3DJH����WR����RI�WKH�3ULRU�<HDU�-XQH����������5HSRUW�

6WDWXV������ &RUUHFWLYH� DFWLRQ� DQG�PRQLWRULQJ� LV� LQ� SURJUHVV�� � 3OHDVH� UHIHU� WR� WKH� FXUUHQW� \HDU�
UHVSRQVH�LQ�WKH�)LQDQFLDO�6WDWHPHQW�)LQGLQJ�1R������������

��������� 3URFXUHPHQW�DQG�6XVSHQVLRQ�DQG�'HEDUPHQW�
�3DJH����WR����RI�WKH�3ULRU�<HDU�-XQH����������5HSRUW�

6WDWXV� � ��� 7KH� 3URFXUHPHQW� DQG�&RQWUDFWV� %UDQFK� �3&%��ZRUNHG�ZLWK� WKH�&RPSOH[� $UHDV� WR�
DGGUHVV� WKH� 7LWOH� ,� 6FKRRO� 3ULQFLSDOV� EHLQJ� FXUUHQW� �� \HDUV� ZLWK� FRPSOHWLQJ� WKHLU�
3URFXUHPHQW�7UDLQLQJ�0RGXOH�FRXUVH� LQ�3'(����7ZR�&RPSOH[�$UHDV�FRQGXFWHG� LQ�
SHUVRQ� JURXS� WUDLQLQJ� WR� FRPSOHWH� WKH� 3'(�� FRXUVH� DQG� 3&%� FRQGXFWHG� WKUHH�
VHSDUDWH� :HE([� VHVVLRQV� VR� 3ULQFLSDOV� FRXOG� FRPSOHWH� WKH� 3'(�� FRXUVH��� $V� RI�
1RYHPEHU�����������DOO�7LWOH� ,� 6FKRRO�3ULQFLSDOV�KDG�FRPSOHWHG� WKHLU�3URFXUHPHQW�
DQG�&RQWUDFWV�7UDLQLQJ�6HVVLRQ�WR�EH�FXUUHQW�ZLWKLQ���\HDUV����
7KH�YHULILFDWLRQ�VKHHW�IRU�3URFXUHPHQW�LQ�WKH�6<�����������7LWOH�,�+DQGERRN�LV�GXH�
RQ�0DUFK�����������DQG� WKH�6FKRRO�7UDQVIRUPDWLRQ�%UDQFK�ZLOO�PRQLWRU�VFKRROV� WR�
HQVXUH�WKDW�WKH�UHTXLUHPHQW�LV�PHW�E\�DOO�VFKRROV�E\�WKDW�GDWH��

��������� 3URFXUHPHQW�DQG�6XVSHQVLRQ�DQG�'HEDUPHQW�
�3DJH����WR����RI�WKH�3ULRU�<HDU�-XQH����������5HSRUW�

6WDWXV� � ��� 7KH� 3URFXUHPHQW� DQG�&RQWUDFWV� %UDQFK� �3&%��ZRUNHG�ZLWK� WKH�&RPSOH[� $UHDV� WR�
DGGUHVV� WKH� 7LWOH� ,� 6FKRRO� 3ULQFLSDOV� EHLQJ� FXUUHQW� �� \HDUV� ZLWK� FRPSOHWLQJ� WKHLU�
3URFXUHPHQW�7UDLQLQJ�0RGXOH�FRXUVH� LQ�3'(����7ZR�&RPSOH[�$UHDV�FRQGXFWHG� LQ�
SHUVRQ� JURXS� WUDLQLQJ� WR� FRPSOHWH� WKH� 3'(�� FRXUVH� DQG� 3&%� FRQGXFWHG� WKUHH�
VHSDUDWH� :HE([� VHVVLRQV� VR� 3ULQFLSDOV� FRXOG� FRPSOHWH� WKH� 3'(�� FRXUVH��� $V� RI�
1RYHPEHU�����������DOO�7LWOH� ,� 6FKRRO�3ULQFLSDOV�KDG�FRPSOHWHG� WKHLU�3URFXUHPHQW�
DQG�&RQWUDFWV�7UDLQLQJ�6HVVLRQ�WR�EH�FXUUHQW�ZLWKLQ���\HDUV����

7KH�YHULILFDWLRQ�VKHHW�IRU�3URFXUHPHQW�LQ�WKH�6<�����������7LWOH�,�+DQGERRN�LV�GXH�
RQ�0DUFK�����������DQG� WKH�6FKRRO�7UDQVIRUPDWLRQ�%UDQFK�ZLOO�PRQLWRU�VFKRROV� WR�
HQVXUH�WKDW�WKH�UHTXLUHPHQW�LV�PHW�E\�DOO�VFKRROV�E\�WKDW�GDWH��
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