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

Financial Highlights
FOR THE FISCAL YEAR ended June 30, 2019, DOT–Highways reported 
total revenues of $558 million and total expenses of $567 million,  
resulting in a decrease in net position of $9 million.  Revenues consisted 
of (1) $225 million in tax collections; (2) $251 million in grants and 
contributions primarily from the Federal Highway Administration;  
(3) $55 million in charges for services; and (4) $27 million in investment 
income and other revenues.

THE PRIMARY PURPOSE of the audit was to form an opinion on the fairness of the presentation of the financial 
statements for the Department of Transportation, Highways Division, as of and for the fiscal 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 
Division
The mission of the Department 
of Transportation, Highways 
Division (DOT–Highways), is 
to provide a safe, efficient, and 
sustainable State Highway 
System that ensures the 
mobility of people and goods 
within the state.  The division 
is charged with maximizing 
available resources to provide, 
maintain, and operate ground 
transportation facilities and 
support services that promote 
economic vitality and livability 
in Hawai‘i.  The Department 
also works with the Statewide 
Transportation Planning Office 
on innovative and diverse 
approaches to congestion 
management.
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Expenses consisted of  
(1) $202 million for operations and 
maintenance; (2) $205 million in 
depreciation; (3) $145 million for 
administration and other expenses; 
and (4) $15 million in interest.

As of June 30, 2019, total assets 
and deferred outflows of resources 
of $5.41 billion were comprised  
of (1) cash and investments of 
$329 million; (2) net capital 
assets of $5.03 billion; and (3) $50 million in other assets and deferred outflows of resources.  
Total liabilities of $606 million included $429 million in revenue bonds and $177 million in other 
liabilities.

DOT–Highways has numerous capital projects ongoing statewide; construction in progress totaled  
$369 million at the end of the fiscal year.

Auditors’ Opinions
DOT—HIGHWAYS RECEIVED AN UNMODIFIED OPINION that its financial statements were 
presented fairly, in all material respects, in accordance with generally accepted accounting principles.  
DOT–Highways also received an unmodified opinion on its compliance with major federal programs 
in accordance with the Uniform Guidance.

Findings
THERE WAS ONE MATERIAL WEAKNESS in internal controls over financial reporting that is 
required to be reported under Government Auditing Standards.  A material weakness is a deficiency, 
or a combination of deficiencies, in internal control, such that there is a reasonable possibility that 
a material misstatement of the entity’s financial statements will not be prevented or detected and 
corrected on a timely basis.  The reconciliation process for FY 2019 was not completed until  
June 16, 2020, more than eleven months after the fiscal year-end.  Information about this audit and  
the material weakness identified by auditors is described on pages 12-16 of the single audit report.

There were no findings that are considered material weaknesses in internal control over compliance 
in accordance with the Uniform Guidance.  However, the auditors identified one deficiency in internal 
control over compliance that is considered a significant deficiency.  A significant deficiency in internal 
control over compliance is a deficiency, or a combination of deficiencies, 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 deficiency is described on pages 17-18 of the single audit report.

For the complete report and financial statements visit our website at:
http://files.hawaii.gov/auditor/Reports/2019_Audit/DOT_Highways_2019.pdf

http://files.hawaii.gov/auditor/Reports/2019_Audit/DOT_Highways_SA2019.pdf.



KOL~ 
CERTIFIED PUBLIC ACCOUNTANTS 

Highways Division 
Department of Transportation 
State of Hawaii 

Financial Statements 
(With Independent Auditors' Report Thereon) 

June 30, 2019 

Submitted by 

THE AUDITOR 
STATE OF HAWAII 



Independent Auditors' Report 

HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Financial Statements 

June 30, 2019 

Table of Contents 

Management's Discussion and Analysis - Unaudited 

Financial Statements: 

Government-wide Financial Statements: 

Statement of Net Position 

Statement of Activities 

Governmental Fund Financial Statements: 

Balance Sheet - Governmental Funds 

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

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

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

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

Statement of Fiduciary Net Position - Agency Fund 

Notes to Financial Statements 

Page 

1 

3 

15 

16 

17 

19 

20 

22 

23 

24 

25 



0DQDJHPHQW¶V�5HVSRQVLELOLW\�IRU�WKH�)LQDQFLDO�6WDWHPHQWV�

$XGLWRUV¶�5HVSRQVLELOLW\�

*RYHUQPHQW�$XGLWLQJ�6WDQGDUGV



2SLQLRQV�

(PSKDVLV�RI�0DWWHU�±�5HODWLRQVKLS�WR�WKH�6WDWH�RI�+DZDLL

2WKHU�0DWWHU ±�5HTXLUHG�6XSSOHPHQWDU\�,QIRUPDWLRQ

*RYHUQPHQW�$XGLWLQJ�6WDQGDUGV

*RYHUQPHQW�$XGLWLQJ�6WDQGDUGV

*RYHUQPHQW�
$XGLWLQJ� 6WDQGDUGV�



HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Management's Discussion and Analysis - Unaudited 

June 30, 2019 

The following Management's Discussion and Analysis (MD&A) of the Highways Division, Department 
of Transportation, State of Hawaii (the Highways Division) activities and financial performance provides 
the reader with an introduction and overview to the financial statements of the Highways Division as of 
and for the year ended June 30, 2019. This discussion has been prepared by management and should be 
read in conjunction with the financial statements and the notes thereto, which follow this section. 

The Territorial Highway Department was created by the Territorial Legislature on April 24, 1925 by 
Act 78 to qualify Hawaii for participation in the Federal-Aid Program. The purpose of the Federal-Aid 
Program was to ensure the development of an integrated network of highways in the United States. 
Congress defined that the Federal government would provide the funds for construction on a matching 
contribution basis while the State or its political subdivisions would administer the highways. 

The Department of Transportation was created in 1959 by the Hawaii State Government Reorganization 
Act. In creating the new department, the legislature transferred the responsibilities of the old Highway 
Department to the Highways Division of the new Department of Transportation. 

The mission of the Highways Division is to facilitate the rapid, safe, and economical movement of people 
and goods within the State by providing, maintaining, and operating land transportation facilities and 
support services. The major goals of the Highways Division are to plan, design, construct, and maintain 
highway facilities. In addition, the Highways Division, together with the Statewide Transportation 
Planning Office, implements innovative and diverse approaches to congestion management to increase 
the efficiency of the transportation system. 

The Highways Division is managed by the Division Administrator. Each island in the system is managed 
by a district manager with the exception of the Maui District, which includes the islands of Molokai and 
Lanai. The Staff Services Office, headed by the Administrative Services Officer, is responsible for 
personnel, budget, procurement, financial management, and methods, standards and evaluation functions 
of the Highways Division. Other major functional operations within the Highways Division include 
Project Coordination and Technical Services Office, Engineering Services Office, Motor Vehicle Safety 
Office, Planning Branch, Design Branch, Rights-of-Way Branch, Materials Testing and Research Branch, 
Construction and Maintenance Branch, and Traffic Branch. 

3 



6WDWHPHQW�RI�1HW�3RVLWLRQ

6WDWHPHQW�RI�$FWLYLWLHV

*RYHUQPHQWDO�)XQGV�



6WDWHPHQW�RI�5HYHQXHV�DQG�([SHQGLWXUHV� ��%XGJHW�DQG�$FWXDO� �1RQ�*$$3�%XGJHWDU\�%DVLV�� ��6WDWH�
+LJKZD\�)XQG��

)LGXFLDU\�)XQG�



HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Management's Discussion and Analysis - Unaudited 

June 30, 2019 

Notes to Financial Statements 

The notes provide additional information that is essential to a full understanding of the data provided in 
the government-wide and the governmental funds financial statements. The notes to financial statements 
can be found on pages 25 through 61 of this report. 

FINANCIAL IDGHLIGHTS 

Government-wide Financial Statements 

The assets and deferred outflows of resources of the Highways Division exceeded its liabilities at June 30, 
2019 by $4.8 billion. Of this amount, $228 million is considered unrestricted and may be used to meet 
the Highways Division's ongoing obligations. 

The Highways Division's net position decreased by $9 million during the year ended June 30, 2019. 

Fund Financial Statements 

At June 30, 2019, the Highways Division's governmental funds reported a combined ending fund balance 
of $264 million. The combined fund balance decreased by $39 million from the prior year's ending fund 
balance. 

The Highways Division's State Highway Fund (SHF), the major operating fund, reported an ending fund 
balance of $250 million. There was a $3 million increase in fund balance during the year ended June 30, 
2019. 
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HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Management's Discussion and Analysis - Unaudited 

June 30, 2019 

GOVERNMENT-WIDE FINANCIAL ANALYSIS 

Summary Schedule of Net Position 

As noted earlier, net position may serve over time as a useful indicator of the Highways Division's 
financial position. The Highways Division's assets and deferred outflows of resources exceeded liabilities 
by $4.8 billion at June 30, 2019 and 2018, respectively. 

Assets: 
Current and other assets 
Capital assets, net 

Total assets 

Def erred Outflows of Resources: 
Deferred charge on refunding, net 

Liabilities: 
Current liabilities 
Long-term liabilities 

Total liabilities 

Net Position: 
Net investment in capital assets 
Restricted for capital projects activity 
Unrestricted 

Total net position 
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$ 

2019 

369,519,286 
5,030,423,739 

5,399,943,025 

9,358,188 

107,007,965 
499,503,424 

606,511,389 

4,546,247,419 
28,061,662 

228,480,743 

$ 4,802,789,824 

$ 

2018 

420,205,714 
5,035,511,401 

5,455,717,115 

10,964,135 

118,966,208 
535,886,134 

654,852,342 

4,550,912,241 
35,559,198 

225,357,469 

$ 4,811,828,908 



HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Management's Discussion and Analysis - Unaudited 

June 30, 2019 

The largest portion (95%) of the Highways Division's net position ($4.5 billion and $4.6 billion at June 30, 
2019 and 2018, respectively) reflects its net investment in capital assets (e.g., land and land improvements, 
buildings and improvements, vehicles and equipment, and infrastructure), which is net of any related debt 
and other borrowings used to acquire those assets that is still outstanding and deferred charge on refunding, 
net. The Highways Division uses these capital assets to provide services to citizens; therefore, these assets 
are not available for future spending. Although the Highways Division's net investment in capital assets is 
reported net of related debt and other borrowings, it should be noted that the resources needed to repay the 
debt and other borrowings must be provided from other sources, since capital assets themselves cannot be 
used to liquidate these liabilities. 

An additional portion of the Highways Division's net position represents resources that are subject to 
restrictions as to how they may be used. This primarily relates to net assets restricted to capital projects 
activity, amounting to $28 million and $36 million at June 30, 2019 and 2018, respectively. 

The remaining net position ($228 million and $225 million at June 30, 2019 and 2018, respectively) is 
unrestricted and may be used to meet the Highways Division's on-going obligations to citizens and 
creditors. 

Current and other assets decreased by $51 million or 12% from June 30, 2018 to June 30, 2019, due 
primarily to an increase in cash and investments of $300,000, and a decrease in restricted cash and cash 
equivalents of $52 million. 

Capital assets, net decreased by $5 million from June 30, 2018 to June 30, 2019, primarily due to net 
additions to capital assets of $200 million, offset by depreciation expense of $205 million. 

Current liabilities decreased by $12 million or 10% from June 30, 2018 to June 30, 2019, primarily due to 
a $14 million decrease in revenue bonds payable from restricted assets and a $3 million decrease in due to 
other state agencies, offset by a $5 million increase in accounts and contracts payable. 

Long-term liabilities decreased by $36 million or 7% from June 30, 2018 to June 30, 2019, primarily due 
to a decrease in revenue bonds payable of $35 million. 
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HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Management's Discussion and Analysis - Unaudited 

June 30, 2019 

Summary Schedule of Changes in Net Position 

The following condensed financial information reflects how the Highways Division's net position 
changed during the year ended June 30, 2019 and 2018. 

2019 2018 
Expenses: 

Depreciation expense $ 204,844,826 $ 211,345,097 
Operations and maintenance 201,836,892 159,843,200 
Administration of Highways Division 54,268,113 30,693,634 
Motor Vehicle Safety Office 16,931,082 15,431,485 
Interest expense 14,929,035 17,013,090 
Other 74,093,014 80,111,823 

Total expenses 566,902,962 514,438,329 

Revenues: 
Program revenues: 

Capital grants and contributions 155,803,401 130,907,877 
Operating grants and contributions 95,558,522 42,480,709 
Charges for services 54,863,101 57,016,626 

Total program revenues 306,225,024 230,405,212 

Net program expenses (260,677,938) (284,033,117) 

General revenues: 
Taxes 224,607,058 222,024,677 
Investment income and other 27,031,796 13,980,435 

Total general revenues 251,638,854 236,005,112 

Change in net position before transfers (9,039,084) (48,028,005) 

Transfers (1,710,000) 

Change in net position (9,039,084) (49,738,005) 

Net Position, beginning of year 4,811,828,908 4,861,566,913 

Net Position, end of year $ 4,802,789,824 $ 4,811,828,908 
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HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Management's Discussion and Analysis - Unaudited 

June 30, 2019 

Total revenues increased by $92 million or 20% from $466 million in fiscal year 2018 to $558 million in 
fiscal year 2019, due primarily to an increase in program revenues of $76 million or 33%, and an increase 
in general revenues of $16 million or 7%. 

Program revenues, which comprise charges for services, as well as capital and operating grants, accounted 
for 55% and 49% of total revenues in fiscal years 2019 and 2018, respectively. The largest components of 
program revenues (82% for fiscal year 2019 and 75% for fiscal year 2018) resulted from capital and 
operating grants and contributions primarily from the Federal Highway Administration for the 
maintenance and construction of roads and other infrastructure. Capital and operating grants and 
contributions increased by $78 million from $173 million in fiscal year 2018 to $251 million in fiscal year 
2019 due primarily to grants and contributions received for the increased costs associated with the 
statewide highway maintenance programs. 

General revenues, which consist of taxes, including state fuel taxes, vehicle weight taxes and penalties, 
and rental motor and tour vehicle surcharge taxes, as well as investment income, accounted for 45% and 
51 % of total revenues in fiscal years 2019 and 2018, respectively. 

Total expenses increased by $53 million or 10% from $514 million in fiscal year 2018 to $567 million in 
fiscal year 2019. This increase is due primarily to the increase in operations and maintenance expenses, 
which increased by $42 million, and the increase in administration of Highways Division expenses, which 
increased by $24 million, due to increased costs associated with the statewide highway maintenance 
programs. 

The fiscal year 2019 decrease in net position was $9 million. The fiscal year 2018 decrease in net position 
of $50 million resulted from the decrease in net position before transfers of $48 million and transfers of $2 
million. 

FINANCIAL ANALYSIS OF THE HIGHWAYS DIVISION'S GOVERNMENTAL FUNDS 

As noted earlier, the Highways Division uses fund accounting to ensure and demonstrate compliance with 
finance-related requirements. 

The focus of the Highways Division's governmental funds is to provide information on near-term inflows, 
outflows, and balances of spendable resources. Such information is useful in assessing the Highways 
Division's financing requirements. 
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HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Management's Discussion and Analysis - Unaudited 

June 30, 2019 

At June 30, 2019, the Highways Division's governmental funds reported combined ending fund balance 
of $264 million, representing a decrease of $39 million from the prior year. $250 million of the fund 
balance is committed to indicate that amounts can only be used for specific purposes pursuant to formal 
action of the Legislature. $14 million of the fund balance is restricted to indicate that amounts are 
restricted to specific purposes imposed by external parties. 

At June 30, 2018, the Highways Division's governmental funds reported combined ending fund balance 
of $303 million, representing a decrease of $93 million from the prior year. $247 million of the fund 
balance is committed to indicate that amounts can only be used for specific purposes pursuant to formal 
action of the Legislature. $56 million of the fund balance is restricted to indicate that amounts are 
restricted to specific purposes imposed by external parties. 

The SHF is the major operating fund of the Highways Division. The State imposes taxes, fees, and charges 
relating to the operation and use of motor vehicles on the public highways of the State. These funds are 
deposited into the SHF established under Section 248-8, Hawaii Revised Statutes (HRS). Monies 
deposited in the SHF are used for acquisition, planning, design, construction, operation, repair, and 
maintenance of the State Highway System. 

The current taxes, fees, and charges deposited to the SHF consist of: (I) the highway fuel taxes; (2) the 
vehicle registration fees; (3) the vehicle weight tax; and (4) the rental motor vehicle and tour vehicle 
surcharge taxes. Together, these taxes, fees, and charges accounted for most of the receipts of the SHF. 
Other sources of revenues include interest earnings on monies previously credited to the SHF, vehicle 
weight tax penalties, certain rental income from State Highway System properties, passenger motor vehicle 
inspection charges, overweight permits, sales of surplus lands, commercial license fees, and other 
miscellaneous revenues. 

At June 30, 2019 and 2018, the total fund balance of the SHF was $250 million and $247 million, 
respectively. SHF's fund balance increased by $3 million in the current year compared to a $6 million 
decrease in the prior year. The current year increase was mainly due to revenues over expenditures of 
$73 million and net transfers out of $70 million. 

The Debt Service Fund (DSF) is used to track the revenue bond debt service for the Highways Division. 
Debt service requirements are primarily transferred from the SHF. The debt service expenditures were 
$51 million and $72 million for fiscal year 2019 and fiscal year 2018, respectively. 

The Capital Projects Fund accounts for the Highways Division's capital improvements program. At June 
30, 2019, the CPF had a total fund balance of $14 million. The CPF fund balance decreased by $41 
million in fiscal year 2019 as compared to an $87 million decrease in the prior year. The decrease in the 
current year fund balance was mainly due to expenditures over revenues of $61 million offset by net 
transfers in of $20 million. 
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HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Management's Discussion and Analysis - Unaudited 

June 30, 2019 

STATE HIGHWAY FUND BUDGETARY HIGHLIGHTS 

The final SHF budget had total revenues of $280 million. The actual revenues on a budgetary basis were 
$7 million or 3% more than the final budget, primarily due to higher than budgeted revenues for rental 
motor and tour vehicle surcharge taxes of $3 million and other fees and penalties of $4 million. 

Expenditures on the budgetary actual basis were $61 million or 20% lower than the final budgeted 
amounts. The majority of the difference was due to actual operations and maintenance expenditures being 
$16 million lower than the final budget, and actual expenditures related to the administration of the 
Highways Division being $44 million less than final budget. The lower than budgeted expenditures were 
primarily due to the deferral of several projects that had been budgeted for during the fiscal year and 
lower payroll expenditures due to staffing vacancies. 

CAPITAL ASSET AND DEBT ADMINISTRATION 

Capital Assets 

The Highways Division's investment in capital assets as of June 30, 2019 amounted to $5.0 billion, net of 
accumulated depreciation of $6.2 billion. This investment in capital assets includes land and land 
improvements, buildings and building improvements, vehicles and equipment, infrastructure assets and 
construction in progress. Infrastructure assets consist of land, roadways, tunnels and bridges, and 
miscellaneous roadway components. 

During fiscal year 2019, the Highways Division had bid openings for 9 projects, with contract amounts 
totaling approximately $33 million. There were 4 projects on Oahu, 1 project on Maui, (includes Molokai 
and Lanai), 2 projects on Hawaii, and 2 statewide projects. 

During fiscal year 2018, the Highways Division had bid openings for 20 projects, with contract amounts 
totaling approximately $120 million. There were 10 projects on Oahu, 4 projects on Maui, (includes 
Molokai and Lanai), 2 projects on Hawaii, and 4 projects on Kauai. 

Additional information on the Highways Division's capital assets can be found in Note 7 to the financial 
statements. 
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Long-Term Debt 

HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Management's Discussion and Analysis - Unaudited 

June 30, 2019 

As of June 30, 2019, outstanding State of Hawaii Highway Revenue Bonds amounted to $379 million, 
compared to $422 million as of June 30, 2018. These revenue bonds are payable solely from, and 
collateralized solely by, certain revenues held in the State Highway Fund. The proceeds of the revenue 
bonds are used to finance highway capital improvement projects and other related projects for the State 
Highways System. 

Final Original 
Maturity Amount Outstanding 

Series Interest Rates Date (July 1) of Issue Amount 

2005B 3.00-5.25% 2021 $ 123,915,000 $ 20,285,000 
2008 4.00-5.25% 2029 125,175,000 6,115,000 
2011 0.75-5.00% 2032 117,365,000 47,745,000 
2014 0.40-5.00% 2034 163,680,000 110,495,000 
2016 1.26-5.00% 2036 204,485,000 194,855,000 

$ 734,620,000 $ 379,495,000 

On December 11, 2019, the Highways Division issued $81,835,000 of State of Hawaii Revenue Bonds 
Series 2019A (the 2019A Bonds). The 2019A Bonds bear interest at rates ranging from 3.0% to 5.0% 
and mature in annual installments through 2040. These bonds were issued at a premium of $18,660,847. 
The 2019A Bonds maturing on and before January 1, 2029 are not subject to redemption prior to their 
respective maturity dates. The 2019A Bonds maturing on or after January 1, 2030 are subject to 
redemption prior to their respective maturity dates at the option of the State at 100% plus accrued interest. 

The Highways Division's revenue bond rating by Moody's Investors Service, Inc., Standard & Poor's 
Corporation, and Fitch IBCA, Inc. are "Aal," "AA+," and "AA," respectively. 

Generally, a rating agency bases its rating on the information and materials furnished to it and on 
investigations, studies, and assumptions of its own. There is no assurance that such ratings will continue 
for any given period of time or that such ratings will not be revised downward, suspended, or withdrawn 
entirely by the rating agencies if, in the judgment of such rating agencies, circumstances so warrant. The 
State undertakes no responsibility to oppose any such revision, suspension, or withdrawal. 

See Notes 9 and 10 to the financial statements for additional information on the State of Hawaii Highway 
Revenue Bonds. 
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HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Management's Discussion and Analysis - Unaudited 

June 30, 2019 

The Highways Division entered into an equipment lease purchase agreement to fund the acquisition and 
installation of energy conservation measures at selected Highways Division locations. Lease payments 
commenced on August 1, 2017 and will continue through August 1, 2031 at an interest rate of 2.63%. 
See Note 14 to the financial statements for further information on this capital lease obligation, which 
amounted to $58 million and $60 million at June 30, 2019 and 2018, respectively. 

Additional information on the Highways Division's other long-term liabilities can be found in Note 9 to 
the financial statements. 

REQUEST FOR INFORMATION 

This financial report is designed to provide a general overview of the Highways Division's finances for all 
interested parties. Questions concerning any of the information provided in this report or requests for 
additional information should be addressed to Administrative Services Officer, State of Hawaii, 
Department of Transportation, Highways Division, 869 Punchbowl Street, Honolulu, Hawaii, 96813. 
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HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Assets: 

Cash and cash equivalents 

Receivables, net: 

Due from U.S. government 

Due from city and counties 

Due from State of Hawaii 

Other receivables 

Restricted cash and cash equivalents: 

Capital projects 

Revenue bond debt service 

Security deposits 

Other assets 

Capital assets, net of accumulated depreciation 

Total assets 

Deferred Outflows of Resources: 

Deferred charge on refunding, net 

Liabilities: 

Accounts payable 

Accrued payroll 

Accrued interest payable 

Contracts payable: 

Current portion 

Retainage payable 

Payable from restricted assets: 

Revenue bonds - due within one year 

Interest payable 

Security deposits 

Long-term liabilities: 

Due within one year: 

Accrued vacation payable 

Workers' compensation payable 

Capital lease obligation 

Revenue bonds payable 

Due after one year: 

Accrued vacation payable 

Workers' compensation payable 

Capital lease obligation 

Revenue bonds payable 

Total liabilities 

Net Position: 

Net investment in capital assets 

Restricted for capital projects activity 

Unrestricted 

Total net position 

Governmental Activities 

Statement of Net Position 

June 30, 2019 

See accompanying notes financial statements. 
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$ 273,795,265 

29,367,869 

10,244,126 

360,749 

99,455 

29,889,785 

16,646,544 

8,293,984 

821,509 

5,030,423,739 

5,399,943,025 

9,358,188 

37,744,291 

5,479,261 

1,536,523 

30,330,813 

6,976,549 

7,730,000 

8,916,544 

8,293,984 

4,085,958 

1,776,378 

2,254,406 

22,115,000 

8,589,795 

5,105,780 

56,003,183 

399,572,924 

606,511,389 

4,546,247,419 

28,061,662 

228,480,743 

$ 4,802,789,824 



Expenses: 

Operations and maintenance: 

Oahu highways and services 

Kauai highways and services 

Hawaii highways and services 

Maui highways and services 

Molokai highways and services 

Lanai highways and services 

HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAW All 

Governmental Activities 

Statement of Activities 

Year Ended June 30, 2019 

Pass through for County highways and services 

Depreciation expense 

Repairs and maintenance 

Administration of Highways Division 

Motor Vehicle Safety Office 

Interest expense 

Surcharge on gross receipts 

Total expenses 

Program Revenues: 

Capital grants and contributions 

Operating grants and contributions 

Charges for services: 

Vehicle registration fees 

Other fees and pennits 

Penalties and fmes 

Rentals 

Total program revenues 

Net program expenses 

General Revenues: 

Taxes: 

Vehicle weight taxes and penalties 

State fuel taxes 

Rental motor and tour vehicle surcharge taxes 

Investment income 

Other revenues 

Total general revenues 

Change in net position 

Net Position: 

Beginning of year 

End of year 

See accompanying notes to financial statements. 
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$ 79,319,070 

44,291,654 

32,466,822 

11,478,016 

5,593,574 

332,189 

28,355,567 

204,844,826 

62,380,253 

54,268,113 

16,931,082 

14,929,035 

11,712,761 

566,902,962 

155,803,401 

95,558,522 

45,871,563 

3,197,836 

4,680,247 

1,113,455 

306,225,024 

(260,677,938) 

83,477,496 

83,138,227 

57,991,335 

2,771,892 

24,259,904 

251,638,854 

(9,039,084) 

4,811,828,908 

$ 4,802,789,824 



Assets: 
Cash and cash equivalents 
Receivables: 

Due from capital projects fund 
Due from U.S. government 
Due from city and counties 
Due from State of Hawaii 
Other receivables 

Restricted cash and cash equivalents: 
Capital projects 
Revenue bond debt service 
Security deposits 

Other assets 

Total assets 

HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Governmental Funds 

Balance Sheet 

June 30, 2019 

State Highway Debt Service 
Fund Fund 

$ 213,151,870 $ 

56,521,226 
5,436,241 

10,236,261 
360,749 

99,455 

16,646,544 
8,293,984 

821,509 

$ 294,921,295 $ 16,646,544 

See accompanying notes to financial statements. 
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Capital Projects 
Fund Total 

$ 60,643,395 $ 273,795,265 

56,521,226 
23,931,628 29,367,869 

7,865 10,244,126 
360,749 

99,455 

29,889,785 29,889,785 
16,646,544 
8,293,984 

821,509 

$ 114,472,673 $ 426,040,512 

(Continued) 



Liabilities: 
Accounts payable 
Accrued payroll 
Contracts payable: 

Current portion 
Retainage payable 

Payable from restricted assets: 

Revenue bond debt service 
Security deposits 

Due to State Highway Fund 

Total liabilities 

Fund Balances: 

Restricted - Capital Projects Fund 
Committed - State Highway Fund 

Total fund balances 

HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Governmental Funds 

Balance Sheet (Continued) 

June 30, 2019 

State Highway Debt Service 
Fund Fund 

$ 18,392,401 $ 
5,479,261 

7,891,821 
5,288,651 

16,646,544 
8,293,984 

45,346,118 16,646,544 

249,575,177 

249,575,177 

Total liabilities and fund balances $ 294,921,295 $ 16,646,544 

See accompanying notes to financial statements. 
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Capital Projects 
Fund Total 

$ 19,351,890 $ 37,744,291 
5,479,261 

22,438,992 30,330,813 
1,687,898 6,976,549 

16,646,544 
8,293,984 

56,521,226 56,521,226 

100,000,006 161,992,668 

14,472,667 14,472,667 
249,575,177 

14,472,667 264,047,844 

$ 114,472,673 $ 426,040,512 



HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

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 financial statements. These assets consist of: 

Governmental capital assets $ 11,233,867,820 

Less accumulated depreciation (6,203,444,081) 

Accrued interest payable is not recognized in governmental funds 

Deferred charges on refunding are recorded as expenditures in 
governmental funds financial statements when the corresponding debt 
is first issued. However, in government-wide financial statements, such 
amounts are recorded as a deferred outflow of resources and amortized 
over the life of the related bonds. 

Long-term liabilities are not due and payable in the current 
period and therefore are not reported in the governmental 
funds financial statements: 

Revenue bonds payable (421,687,924) 

Capital lease obligation (58,257,589) 

Accrued vacation payable (12,675,753) 

Workers' compensation payable (6,882,158) 

Net position of governmental activities 

See accompanying notes to financial statements. 
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$ 264,047,844 

5,030,423,739 

(1 ,536,523) 

9,358,188 

(499,503,424) 

$ 4,802,789,824 



HIGHWAYSDMSION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Governmental Funds 

Statement of Revenues, Expenditures, and Changes in Fund Balances 

Year Ended June 30, 2019 

State Highway Debt Service 
Fund Fund 

Revenues: 

Charges for services: 

Vehicle registration fees $ 45,871,563 $ 

Other fees and permits 3,197,836 

Penalties and fines 4,680,247 

Rentals 1,113,455 

Capital grants and contributions 

Operating grants and contributions 95,558,522 

Taxes: 

Vehicle weights taxes and penalties 83,477,496 

State fuel taxes 83,138,227 

Rental motor and tour vehicle surcharge taxes 57,991,335 

Investment income 2,771,892 

Other revenues 23,692,530 

Total revenues 401,493,103 

Expenditures: 

Operations and maintenance: 

Oahu highways and services 93,157,064 

Hawaii highways and services 53,558,287 

Kauai highways and services 45,493,594 

Maui highways and services 12,843,375 

Molokai highways and services 5,595,828 

Lanai highways and services 332,189 

Pass through for County highways and services 28,355,567 

Administration of Highways Division 60,399,310 

Motor Vehicle Safety Office 16,931,082 

Surcharge on gross receipts 11 ,712,761 

Capital outlay 

Debt service: 

Principal payments 30,944,121 

Interest expense 19,859,375 

Total expenditures 328,379,057 50,803,496 

Revenues over (under) expenditures, 

carried forward $ 73,114,046 $ (50,803,496) 

See accompanying notes to financial statements. 
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Capital Projects 
Fund 

$ 

155,803,401 

567,374 

156,370,775 

217,461,138 

217,461,138 

$ (61,090,363) 

Total 

$ 45,871,563 

3,197,836 

4,680,247 

1,113,455 

155,803,401 

95,558,522 

83,477,496 

83,138,227 

57,991,335 

2,771,892 

24,259,904 

557,863,878 

93,157,064 

53,558,287 

45,493,594 

12,843,375 

5,595,828 

332,189 

28,355,567 

60,399,310 

16,931,082 

11,712,761 

217,461,138 

30,944,121 

19,859,375 

596,643,691 

$ (38,779,813) 

(Continued) 



HIGHWAYSDMSION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Governmental Funds 

Statement of Revenues, Expenditures, and Changes in Fund Balances (Continued) 

Revenues over (under) expenditures, 

brought forward 

Other Financing Sources (Uses): 

Transfers in 

Transfers out 

Total other financing sources (uses) 

Net change in fund balances 

Fund Balances: 

Beginning of year 

End of year 

Year Ended June 30, 2019 

State Highway Debt Service 
Fund Fund 

$ 73,114,046 $ (50,803,496) 

50,803,496 

(70,446,665) 

(70,446,665) 50,803,496 

2,667,381 

246,907,796 

$ 249,575,177 $ 

See accompanying notes to financial statements. 
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Capital Projects 
Fund 

$ (61,090,363) 

19,643,169 

19,643,169 

(41 ,447,194) 

55,919,861 

$ 14,472,667 

Total 

$ (38,779,813) 

70,446,665 

(70,446,665) 

(38,779,813) 

302,827,657 

$ 264,047,844 



HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

HIGHWAYS DIVISION 

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

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 those assets is allocated over 
their estimated useful lives and reported as depreciation expense: 

Expenditures for capital assets 

Net loss of disposal of capital assets 

Less current fiscal year depreciation 

Repayment of long-term debt and capital lease is reported as 
expenditures in the governmental funds financial statements, but the 
repayment reduces long-term liabilities in the government-wide 
financial statements: 

Bond principal repayment 

Capital lease obligation 

Change in debt service liability recognized in debt service fund 

Governmental funds report the effect of original issue premium and 
deferred charge on refunding when the corresponding debt is first 
issued, whereas the amounts are amortized to expense over the 
remaining life of the related bond in the government-wide financial 
statements: 

Amortization of bond premiums 

Amortization of deferred charge on refunding 

Other revenues and expenditures in the government-wide financial 
statements do not provide or use current financial resources and 
therefore are not reported as revenues and expenditures in 
governmental funds financial statements. 

Change in net position - governmental activities 

$ 208,079,738 

(8,322,574) 

(204,844,826) 

42,735,000 

1,984,121 

(13,775,000) 

6,484,659 

(1,605,947) 

See accompanying notes to financial statements. 
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$ (38,779,813) 

(5,087,662) 

30,944,121 

4,878,712 

(994,442) 

$ (9,039,084) 



IDGHW AYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

State Highway Fund 

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

Year Ended June 30, 2019 

Original Final 

Revenues: 

State fuel taxes $ 83,654,724 $ 83,654,724 

Vehicle weight taxes 83,561,170 83,561,170 

Rental motor and tour vehicle 

surcharge taxes 55,118,253 55,118,253 

Vehicle registration fees 46,392,992 46,392,992 

Investment income 2,313,856 2,313,856 

Other fees and penalties 9,217,094 9,217,094 

Total revenues 280,258,089 280,258,089 

Expenditures: 

Operations and maintenance: 

Oahu highways and services 71,280,272 83,330,740 

Hawaii highways and services 15,166,307 16,721,120 

Maui highways and services 13,993,841 14,729,837 

Kauai highways and services 7,331,597 8,764,233 

Molokai highways and services 1,675,786 1,983,604 

Lanai highways and services 426,442 517,521 
Administration of Highways Division 

including debt service 169,795,412 155,429,337 

Surcharge on gross receipts 11,451,134 11,828,981 

Motor Vehicle Safety Office 9,325,231 9,431,280 

Total expenditures 300,446,022 302,736,653 

Revenues over (under) expenditures 

and other uses $ (20,187,933) $ (22,478,564) 

See accompanying notes to financial statements. 
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Variance with 
Actual on Final Budget 
Budgetary Positive 

Basis (Negative) 

$ 83,138,227 $ (516,497) 

84,064,866 503,696 

57,991,335 2,873,082 

46,248,553 (144,439) 

2,756,308 442,452 

13,483,376 4,266,282 

287,682,665 7,424,576 

78,481,665 4,849,075 

11,250,465 5,470,655 

11,567,505 3,162,332 

6,450,987 2,313,246 

1,575,416 408,188 

350,410 167,111 

111,526,275 43,903,062 

11,770,870 58,111 

8,940,964 490,316 

241,914,557 60,822,096 

$ 45,768,108 $ 68,246,672 



Asset: 

HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAW All 

Agency Fund 

Statement of Fiduciary Net Position 

June 30, 2019 

Cash and cash equivalents 

Total asset 

Liability: 
Due to others 

Total liability 

See accompanying notes to financial statements. 
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$ 714,411 

$ 714,411 

$ 714,411 

$ 714,411 
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HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Notes to Financial Statements 

June 30, 2019 

The table below reconciles the revenues over expenditures and other uses shown on the statement 
of revenues and expenditures - budget and actual (non-GAAP budgetary basis) for the State 
Highway Fund to the revenues over expenditures, before other financing uses, on a GAAP basis 
shown on the statement of revenues, expenditures and changes in fund balances for the State 
Highway Fund. The expenditures shown on the statement of revenues and expenditures - budget 
and actual (non-GAAP budgetary basis) are based on the budgetary allotted expenditures while the 
expenditures shown on the statement of revenues, expenditures and changes in fund balance are 
based on GAAP. Therefore, significant difference may exist between these two basis. 

Revenues over expenditures and other uses, 
non-GAAP budgetary basis $ 45,768,108 
Federal grants in aid - not included in budgeted 

revenues but included in GAAP basis revenues 95,558,522 
Miscellaneous differences in revenues based 

on budgetary basis and GAAP basis 18,251,916 
Pass through expenditures for county projects not 

included in allotted expenditures on budgetary 
basis but included in GAAP basis expenditures (28,355,567) 

Debt service payment budgeted as part of Administrative 
of Highways Division, but not shown as an 
expenditures in State Highway Fund 50,803,496 

Differences in operations and maintenance 
expenses between alloted expenditures on 
budgetary basis and expenditures on GAAP basis (101,303,889) 

Differences in Highways Division administrative 
expenditures between alloted expenditures on 
budgetary basis and expenditures on GAAP 
basis (less budgeted debt service payment) 323,469 

Differences in Motor Vehicle Safety Office expenditures and 
gross receipts surcharge between alloted expenditures on 
budgetary basis and expenditures on GAAP basis (7,932,009) 

Revenues over expenditures, before other 
financing uses, GAAP basis $ 73,114,046 
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HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Notes to Financial Statements 

June 30, 2019 

The following table presents the fair value of the investments included in the State's investment 
pool at June 30, 2019 (amounts expressed in thousands): 

Fair Value Measurements Using 

Quoted Prices in Significant Other Significant 
Active Markets Observable Inputs Unobservable Inputs 

Reported Value (Level 1) (Level 2) (Level 3) 

Primary government: 
Investments measured by fair value level: 

U.S. government securities $ 2,749,621 $ l,112,238 $ 1,637,383 $ 
Mututal funds 33,472 33,472 
Commingled funds: 

Domestic equity 8,845 8,845 
International equity 7,102 7,102 

2,799,040 $ 1,161,657 $ 1,637,383 $ 

Investments measured at amortized cost: 
Certificates of deposit 964,234 

Investments at net asset value (NA V): 
Alternative investments 6,598 

Total investments $ 3,769,872 

Fiduciary funds: 
Investments by fair value level: 

Equity securities $ 458,650 $ 458,650 $ $ 
U.S. government securities 502,119 105,896 396,223 
Mutual funds 96,493 96,493 
Derivatives (298) (298) 

1,056,964 $ 661,039 $ 395,925 $ 

Investments at net asset value (NA V): 
Commingled funds: 

Domestic equity 688,146 
International equity 606,617 
Domestic core fixed income 90,368 
Domestic inflation-linked fixed income 240,801 

Real estate 313,905 
Alternative investments 297,517 

Total investments at fair value 3,294,318 

Investments measured at amortized cost: 
Certificates of deposit 91 ,806 

Total investments $ 3,386,124 

Invested securities lending collateral at NA V: 
Money market fund $ 25,872 

36 
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HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Notes to Financial Statements 

June 30, 2019 

The following table presents the State's investments by maturity period at June 30, 2019 (amounts 
expressed in thousands): 

Maturity (in years) 
Reported 

Value Less than 1 1-5 More than 5 

Primary government: 

Certificates of deposit $ 964,234 $ 926,936 $ 37,298 $ 
U.S. government securities 2,749,621 1,494,928 1,254,693 

3,713,855 $ 2,421,864 $ 1,291,991 $ 

Mutual funds 33,472 

Commingled funds 15,947 

Alternative investments 6,598 

$ 3,769,872 

Fiduciary funds: 

Certificates of deposit $ 91,806 $ 88,255 $ 3,551 $ 
U.S. government securities 502,119 142,332 359,787 

Derivatives (298) (298) 

593,627 $ 230,587 $ 363,040 $ 

Equity securities 458,650 

Mutual funds 96,493 

Commingled funds 1,625,932 

Real estate 313,905 

Alternative investments 297,517 

Total investments $ 3,386,124 
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HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Notes to Financial Statements 

June 30, 2019 

(6) Federal Grants-In-Aid 

The Highways Division has projects in progress in which part of the funding is being provided by 
the Federal Highway Administration (FHW A) through grants-in-aid. Such projects are generally 
accounted for in the Capital Projects and State Highway Funds. At June 30, 2019, receivables 
totaling $29,367,869 from the U.S. government are comprised of billed costs, pending 
reimbursement, as well as unbilled costs, which are eligible for reimbursement. 

In addition, the MVSO has projects in progress in which part of the funding is being provided 
through federal grants-in-aid. The grants contain various compliance requirements, which must be 
met by the MVSO, including a matching of the grant amounts with state and local highway safety 
expenditures as defined in a formula. MVSO's matching requirement is met through the 
expenditures of the Division of Driver Education, The Judiciary, State of Hawaii. Cost 
reimbursement by the FHW A and National Highway Traffic Safety Administration (NHTSA) are 
subject to final audit by federal agencies. In addition, FHW A and NHTSA reserve the right to 
examine the Highways Division for economy, efficiency, and program results. The Highways 
Division's management believes that any federal aid received as of June 30, 2019 that might be 
required to be repaid to the FHW A or NHTSA based on federal audits would not be material to the 
financial position of the various funds of the Highways Division at June 30, 2019, or the results of 
operations of such funds for the year then ended. 
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(7) Capital Assets 

HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Notes to Financial Statements 

June 30, 2019 

Changes in capital assets during the year ended June 30, 2019 were as follows : 

Balance 
July 1, 2018 Additions Deductions Transfers 

Nondepreciable assets: 

Land $ 1,264,980,049 $ 1,248,888 $ (1,920) $ 

Construction in progress 418,842,879 197,891 ,962 (8,326,565) (239,347,884) 

Total nondepreciable assets 1,683,822,928 199,140,850 (8,328,485) (239,347,884) 

Depreciable assets: 

Land improvements 2,215,473 

Buildings and improvements 52,103,367 6,099,933 

Vehicles and equipment 84,072,411 8,938,888 (4,478,546) 

Infrastructure 9,216,380,934 233,247,951 

Total depreciable assets 9,354,772,185 8,938,888 (4,478,546) 239,347,884 

Less accumulated depreciation (6,003,083,712) (204,844,826) 4,484,457 

Total depreciable assets, net 3,351,688,473 (195,905,938) 5,911 239,347,884 

Total capital assets, net $ 5,035,511,401 $ 3,234,912 $ (8,322,574) $ 

42 

Balance 
June 30, 2019 

$ 1,266,227,017 

369,060,392 

1,635,287,409 

2,215,473 

58,203,300 

88,532,753 

9,449,628,885 

9,598,580,411 

(6,203,444,081) 

3,395,136,330 

$ 5,030,423,739 



(8) Net Position 

HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Notes to Financial Statements 

June 30, 2019 

At June 30, 2019, net position consisted of the following: 

Net investment in capital assets: 
Net property, plant and equipment 
Less: Revenue bonds payable 
Add: Unspent revenue bond proceeds 
Add: Deferred charge on refunding, net 
Less: Capital lease obligation, net of unused 

proceeds and financed interest cost 
Less: Capital-related accounts and contracts payable 

Total net investment in capital assets 

Restricted for capital projects activity: 
Restricted for capital projects 
Less: Unspent revenue bond proceeds 
Add: Capital-related accounts and contracts payable 

Total restricted for capital projects activity 

Unrestricted 

Total net position 

43 

$ 5,030,423,739 
(421,687,924) 

29,889,785 
9,358,188 

(58,257,589) 
(43,478,780) 

4,546,247,419 

14,472,667 
(29,889,785) 
43,478,780 

28,061,662 

228,480,743 

$ 4,802,789,824 
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HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Notes to Financial Statements 

June 30, 2019 

These revenue bonds are payable solely from, and collateralized solely by, the revenues held in the 
State Highway Fund consisting primarily of highway fuel taxes, vehicle registration fees, vehicle 
weight taxes, rental motor vehicle and tour vehicle surcharge taxes, and interest earnings on monies 
previously credited to the State Highway Fund. The proceeds of the revenue bonds are used to 
finance certain highway capital improvement projects and other related projects for the State 
Highways System. 

On February 20, 2005, the Highways Division issued $123,915,000 in State of Hawaii Revenue 
Bonds Series B (2005B Bonds) with interest rates ranging from 3.0% to 5.25% and mature in 
annual installments through 2021. These bonds were issued at a premium of $15,000,442, which 
will be amortized over the life of the bonds using the effective interest method. The 2005B Bonds 
were issued to refund $128,705,000 of outstanding bonds (refunded bonds) with interest rates 
ranging from 4.95% to 5.60% comprised of the following: 

Principal 
Series Interest Rates Refunded 

1996 5.25-5.60% $ 26,135,000 
1998 5.00-5.25% $ 30,275,000 
2000 4.95-5.50% $ 31,340,000 
2001 5.25-5.38% $ 40,955,000 

On December 17, 2008, the Highways Division issued $125,175,000 in State of Hawaii Revenue 
Bonds, Series 2008 (2008 Bonds). The 2008 Bonds bear interest at rates ranging from 4.00% to 
5.25% and mature in annual installments through 2029. The 2008 Bonds maturing on and after 
January 1, 2020 are subject to redemption at the option of the State at 100% plus accrued interest. 
These bonds were issued at a premium of $857,616, which will be amortized over the life of the 
bonds using the effective interest method. 

On December 15, 2011, the Highways Division issued $112,270,000 in State of Hawaii Revenue 
Bonds Series 201 lA (201 lA Bonds). The 201 lA Bonds bear interest at rates ranging from 0.75% 
to 5.00% and mature in annual installments through 2032. These bonds were issued at a premium 
of $13,152,124, which will be amortized over the life of the bonds using the effective interest 
method. 

On December 15, 2011, the Highways Division also issued $5,095,000 in State of Hawaii Revenue 
Bonds Series 201 lB (201 lB Bonds) with an interest rate of 4.00% and mature in annual 
installments through 2032. These bonds were issued at a premium of $466,702, which will be 
amortized over the life of the bonds using the effective interest method. The 201 lB bonds were 
issued to provide funds for a current refunding of the outstanding 2001 Bonds. The payments for 
the current refunding ofrevenue bonds amounted to $5,400,000. 
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HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Notes to Financial Statements 

June 30, 2019 

On August 14, 2014, the Highways Division issued $103,375,000 in State of Hawaii Revenue 
Bonds Series 2014A (2014A Bonds). The 2014A Bonds bear interest at rates ranging from 2.00% 
to 5.00% and mature in annual installments through 2034. These bonds were issued at a premium 
of $17,291,491, which will be amortized over the life of the bonds using the effective interest 
method. 

On August 14, 2014, the Highways Division also issued $32,285,000 in State of Hawaii Revenue 
Bonds Series 2014B (2014B Bonds). The 2014B Bonds bear interest at rates ranging from 3.00% 
to 5.00% and mature in annual installments through 2026. These bonds were issued at a premium 
of $5,865,358, which will be amortized over the life of the bonds using the effective interest 
method. 

On August 14, 2014, the Highways Division also issued $28,020,000 in State of Hawaii Revenue 
Bonds Series 2014C (2014C Bonds). The 2014C Bonds bear interest at rates ranging from 0.40% 
to 1.60% and mature in annual installments through 2018. 

On September 8, 2016, the Highways Division issued $103,395,000 in State of Hawaii Revenue 
Bonds Series 2016A (2016A Bonds). The 2016A Bonds bear interest at rates ranging from 2.00% 
to 5.00% and mature in annual installments through 2030. These bonds were issued at a premium 
of $17,107,039, which will be amortized over the life of the bonds using the effective interest 
method. 

On September 8, 2016, the Highways Division also issued $101,090,000 in State of Hawaii 
Revenue Bonds Series 2016B (2016B Bonds). The 2016B Bonds bear interest at rates ranging 
from 1.26% to 5.00% and mature in annual installments through 2036. These bonds were issued at 
a premium of $25,989,247, which will be amortized over the life of the bonds using the effective 
interest method. The Highways Division issued the bonds to advance refund $111,590,000 of the 
outstanding callable series 2008 and 201 lA bonds with interest rates ranging from 4.80% to 6.00%. 
The net proceeds of $128,188,095 (after an additional contribution of $2,019,488, payment of 
$513,820 in underwriting fees, insurance, and other issuance costs, and payment of $396,820 in 
accrued interest) were used to purchase U.S. Treasury securities. These securities were deposited 
in an irrevocable trust to provide for all future debt service on the refunded portion of the 2008 and 
201 lA series bonds. As a result, that portion of the 2008 and 201 lA series bonds are considered 
defeased, and the Highways Division has removed the liability from its accounts. 
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June 30, 2019 

The following is a summary ofrevenue bonds issued and outstanding at June 30, 2019: 

Final Original 
Maturity Amount Outstanding 

Series Interest Rates Date (July 1) of Issue Amount 

2005B 3.00-5.25% 2021 $ 123,915,000 $ 20,285,000 
2008 4.00-5.25% 2029 125,175,000 6,115,000 
2011 0.75-5.00% 2032 117,365,000 47,745,000 
2014 0.40-5.00% 2034 163,680,000 110,495,000 
2016 1.26-5.00% 2036 204,485,000 194,855,000 

$ 734,620,000 379,495,000 

Add: unamortized premium 49,922,924 
Less: current portion (29,845,000) 

Noncurrent portion $ 399,572,924 

During 2019, $50,803,496 was transferred from the State Highway Fund to the Debt Service Fund 
for repayment of revenue bonds principal of $21,230,000 and $7,730,000 on January 1, 2019 and 
July 1, 2019, and interest of $9,358,294 and $8,916,544 due on January 1, 2019 and July 1, 2019, 
respectively. 

The approximate maturities in each of the next five years and thereafter are as follows: 

Years Ending June 30 Princi2al Interest Total 

2020 $ 29,845,000 $ 17,630,175 $ 47,475,175 
2021 30,695,000 16,193,925 46,888,925 
2022 27,980,000 14,879,081 42,859,081 
2023 24,600,000 13,716,425 38,316,425 
2024 25,565,000 12,756,650 38,321,650 

2025-2029 132,720,000 44,656,100 177,376,100 
2030-2034 93,200,000 15,135,300 108,335,300 
2035-2037 14,890,000 899,200 15,789,200 

Total $ 379,495,000 $ 135,866,856 $ 515,361,856 
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HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Notes to Financial Statements 

June 30, 2019 

The State generally self-insures its automobile no-fault and workers' compensation losses. 
Automobile losses up to $15,000 are administered by the Risk Management Office. The State 
administers its workers' compensation losses. 

The estimated reserve for losses and loss adjustment costs includes the accumulation of estimates 
for losses and claims reported prior to fiscal year end, estimates (based on projections of historical 
developments) or claims incurred but not reported, and estimates of costs for investigating and 
adjusting all incurred and unadjusted claims. Amounts reported are subject to the impact of future 
changes in economic and social conditions. The Highways Division believes that, given the 
inherent variability in any such estimates, the reserves are within a reasonable and acceptable range 
of adequacy. Reserves are continually monitored and reviewed, and as settlements are made and 
reserves adjusted, the differences are reported in current operations. 

Accrued workers' compensation amounted to approximately $6,882,158 and $5,911,067 at June 
30, 2019 and 2018, respectively. Changes in the workers' compensation liability for the years 
ended June 30, 2019 and 2018 are shown below: 

Beginning balance 
Current year claims 
Claims paid 

Ending balance 

$ 

$ 

59 

2019 

5,911,067 
2,747,468 

(1,776,377) 

6,882,158 

2018 

$ 6,727,654 
1,783,318 

(2,599,905) 

$ 5,911,067 
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(18) Subsequent Events 

HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Notes to Financial Statements 

June 30, 2019 

On December 11, 2019, the Highways Division issued $81,835,000 of State of Hawaii Revenue 
Bonds Series 2019A (the 2019A Bonds). The 2019A Bonds bear interest at rates ranging from 
3.0% to 5.0% and mature in annual installments through 2040. These bonds were issued at a 
premium of $18,660,847. The 2019A Bonds maturing on and before January 1, 2029 are not subject 
to redemption prior to their respective maturity dates. The 2019A Bonds maturing on or after 
January 1, 2030 are subject to redemption prior to their respective maturity dates at the option of 
the State at 100% plus accrued interest. 

The Highway Division's operations may be affected by the recent and ongoing outbreak of the 
coronavirus disease 2019 (COVID-19) which was declared a pandemic by the World Health 
Organization in March 2020. The COVID-19 outbreak has caused business disruption through 
governmental mandated restrictions and shelter-in-place orders. While the disruption is currently 
expected to be temporary, there is considerable uncertainty around the duration. Therefore, while 
the Highway's Division expects this matter to negatively impact its operating results, the related 
financial impact and duration cannot be reasonably estimated at this time. 

The Highways Division has evaluated subsequent events through July 6, 2020, the date the 
financial statements were available to be issued, and determined that there are no other matters to 
disclose. 
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KOL "t:: 
CERTIFIED PUBLIC ACCOUNT ANTS 

July 6, 2020 

The Auditor 
State of Hawaii: 

We have completed our audit of the financial statements of the Highways Division, Department of 
Transportation, State of Hawaii (the Highways Division), as of and for the year ended June 30, 2019. We 
have also audited the Highways Division's compliance with requirements applicable to its major federal 
program for the year ended June 30, 2019. We submit herein our reports pertaining to our audit of the 
Highways Division's financial statements and federal financial assistance programs. 

AUDIT OBJECTIVES 

The objectives of the audit were as follows: 

1. To provide opinions on the fair presentation of the Highways Division's financial statements and 
the schedule of expenditures of federal awards as of and for the year ended June 30, 2019, in 
accordance with accounting principles generally accepted in the United States of America. Our 
independent auditors' report, which expressed unmodified opinions on the Highways Division's 
financial statements, is issued under separate cover. 

2. To consider the Highways Division's internal control over financing 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 Highways Division's compliance with certain prov1s1ons, laws, 
regulations, contracts, and grant agreements that could have a direct and material effect on the 
determination of financial statement amounts. 

4. To consider the Highways Division's internal control over compliance with requirements that 
could have a direct and material effect on its major federal program 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 Highways Division's compliance with applicable laws, regulations, 
contracts and grants that could have a direct and material effect on its major federal program. 
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Over Federal Awards 
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The Highways Division's response to the internal control over compliance finding identified in our audit 
is described in Appendix 2 to the accompanying schedule of findings and questioned costs. The 
Highways Division's response was not subjected to the auditing procedures applied in the audit of 
compliance and, accordingly, we express no opinion on the response. 

The purpose of this report on internal control over compliance is solely to describe the scope of our 
testing of internal control over compliance and the results of that testing based on the requirements of the 
Uniform Guidance. Accordingly, this report is not suitable for any other purpose. 

Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance 

We have audited the financial statements of the governmental activities and each major fund of the 
Highways Division as of and for the year ended June 30, 2019, and the related notes to financial 
statements, which collectively comprise the Highways Division's basic financial statements. We issued 
our report thereon dated July 6, 2020, which contained unmodified opinions on those financial statements. 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the basic financial statements. The accompanying schedule of expenditures of federal awards is 
presented for purposes of additional analysis as required by the Uniform Guidance and is not a required 
part of the basic financial statements. Such information is the responsibility of management and was 
derived from and relates directly to the underlying accounting and other records used to prepare the basic 
financial statements. The information has been subjected to the auditing procedures applied in the audit 
of the basic financial statements and certain additional procedures, including comparing and reconciling 
such information directly to the underlying accounting and other records used to prepare the basic 
financial statements or to the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, 
the schedule of expenditures of federal awards is fairly stated in all material respects in relation to the 
basic financial statements as a whole. 

Honolulu, Hawaii 
July 6, 2020 
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HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Schedule of Expenditures of Federal Awards 

Year Ended June 30, 2019 

Federal 
Federal Grantor/Pass-Through CFDA Provided to 

Grantor/Program or Cluster Title Number Subrecipients 

U.S. Department of Transportation: 

Highway Planning and Construction Cluster: 
Highway Planning and Construction 20.205 $ 33,100,398 

National Motor Carrier Safety Program 
Assistance Program Grant 20.218 

Highway Safety Cluster: 
State and Community Highways Safety 20.600 1,492,377 
State Traffic Safety Improvement Grant 20.610 319,509 
National Priority Safety Program 20.616 838,290 

Total Highway Safety Cluster 2,650,176 

Alcohol Open Container Requirements 20.607 106,455 

Minimum Penalties for Repeat Offenders for 
Driving While Intoxicated 20.608 979,619 

Total Federal Expenditures $ 36,836,648 

Federal 
Expenditures 

$ 250,730,975 

386,218 

1,818,984 
913,249 

1,477,809 

4,210,042 

209,458 

1,341,131 

$ 256,877,824 

See accompanying Independent Auditors' Report on Compliance for Each Major Federal Program; 
Report on Internal Control Over Compliance; and Report on Schedule of Expenditures of Federal 

Awards Required by the Uniform Guidance and the Notes to Schedule of Expenditures of 
Federal Awards. 
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HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Schedule of Findings and Questioned Costs (Continued) 

Year Ended June 30, 2019 

SECTION II-FINANCIAL STATEMENT FINDINGS 

Refer to Appendix 1. 

SECTION III - FEDERAL AW ARD FINDINGS AND QUESTIONED COSTS 

Refer to Appendix 2. 
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HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Schedule of Findings and Questioned Costs 

Fiscal Year Ended June 30, 2019 

Appendix 1 

2. The Highways Division was unable to properly reconcile the State Highway Fund's and the Capital 
Projects Fund's cash balances as of June 30, 2019 until May 8, 2020. The cash balances recorded in 
HYW AC were less than the cash balances reported in F AMIS for the State Highway Fund and the 
Capital Projects Fund by $3.7 million and $3.4 million, respectively. 

3. The Highways Division was unable to reconcile interfund transfers between the State Highway Fund 
and Capital Projects Fund for the year ended June 30, 2019 until June 6, 2020. The difference in 
interfund transfers reported between the State Highway Fund and Capital Projects Fund was $1.6 
million. 

Audit adjustments were recorded to correct the Highways Division's financial statements for the errors 
identified above. 

During our audit, we also identified other errors in the audit schedules provided by the Highways Division, 
which led to the recording of additional audit adjustments. 

1. We found 13 projects reported as construction in progress (CIP) at June 30, 2019 that should have been 
transferred to capital assets since those projects were already placed in service. As a result, capital 
assets were understated and CIP was overstated by $25.9 million as of June 30, 2019. Additionally, 
related depreciation expense and accumulated depreciation were understated by $0.3 million. 

2. We also identified other audit adjustments to accrue $2.6 million of unrecorded expenditures, to record 
a $3.1 million repayment to the Airports Division for a prior year land acquisition, and to record a $1.5 
million adjustment to reconcile the capital lease escrow account. 

Further, we found that the existing financial reporting system negatively affects the Highways Division's ability 
to provide complete, accurate, and timely financial information to meet the financial reporting requirements of 
management, the State, and the federal government. The Highways Division continues to use the aging 
HWY AC for financial reporting, project costing and for federal reimbursement purposes. HWY AC has not 
had any significant updates since its implementation in 1982 and requires continuous maintenance and support 
by the information technology department. 

During our audit, we noted that the Highways Division's ongoing technical issues with HWY AC have 
contributed to the significant delays in reconciling and correcting the financial information noted above. 
HWY AC's most recent technical issue resulted in the system being completely inoperable from early 
December 2019 through February 2020. During that time, the Highways Division was unable to retrieve 
information required to reconcile the 2019 financial information described above and post financial transactions 
for the 2020 fiscal year. Additionally, the Highways Division has had to manually compile federal expenditure 
reports to prepare federal reimbursement requests for this period, which was a very tedious and time consuming 
process. 

13 



&DXVH�

&RQGLWLRQ

(IIHFW�



,GHQWLILFDWLRQ�DV�D�5HSHDW�)LQGLQJ��LI�DSSOLFDEOH�

5HFRPPHQGDWLRQ



9LHZV�RI�5HVSRQVLEOH�2IILFLDO�V��DQG�3ODQQHG�&RUUHFWLYH�$FWLRQ�



6LJQLILFDQW�'HILFLHQF\

&ULWHULD�

&RQGLWLRQ�

&DXVH�



(IIHFW�

5HFRPPHQGDWLRQ�

9LHZV�RI�5HVSRQVLEOH�2IILFLDOV�DQG�3ODQQHG�&RUUHFWLYH�$FWLRQ�



Section IV 

Status of Prior Audit Findings 



HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Status of Prior Audit Findings 

Year Ended June 30, 2019 

This section contains the current status of the prior year's audit findings by the auditors performing the 
2018 financial and single audit of the Highways Division (referred to as the other auditors). The 
recommendations are referenced to the previous single audit reports for the fiscal year ended June 30, 
2018, dated March 4, 2019. 

Findings and Recommendations 

2018-001 Financial Reporting 

During the 2018 audit, the other auditors identified a 
number of errors in supporting documentation, which 
led to proposed audit adjustments recorded by 
management and proposed audit adjustments not 
recorded by management. The other auditors proposed 
several audit adjustments that, when considered in the 
aggregate, could be indicative of a larger internal 
control issue. 

The other auditors recommended that the Highways 
Divison review CIP projects at least quarterly to 
determine the status of projects as in progress, 
completed, or discontinued, and that capital assets data 
be reconciled as necessary for financial reporting 
purposes. 

The other auditors also recommended that the 
Highways Division strengthen its review process of 
key spreadsheets in order to identify and eliminate 
errors. Additionally, they recommended that the 
Highways Division continue pursuing implementation 
of a financial management system that will allow for 
financial information to be tracked both on a cash and 
accrual basis within the system. 
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Status 

Not accomplished. Refer to 
Finding 2019-001. 



HIGHWAYS DIVISION 
DEPARTMENT OF TRANSPORTATION 

STATE OF HAWAII 

Status of Prior Audit Findings 

Year Ended June 30, 2019 

Findings and Recommendations 

2018-002 Schedule of Expenditures of Federal Awards 
(SEF A) Preparation 

During the 2018 audit, the other auditors noted that 
Highway Safety Cluster federal expenditures were 
misclassified in the preparation of the SEF A. 

The other auditors recommended that the Motor 
Vehicle Safety Office (MVSO) provide the Fiscal 
Office expenditures by CFDA number prior to the 
preparation of the SEF A. The Fiscal Office should 
reconcile total federal expenditures recorded in the 
general ledger to the information provided by the 
MVSO, which uses a grant tracking software to track 
costs by funding source and CFDA number. 
Furthermore, the individuals responsible for grant 
administration should review the SEF A prior to the 
issuance. 

2018-003 Subrecipient Cash Management 

During the 2018 audit, the other auditors noted that 
certain subrecipient expenditures of the Highway 
Planning and Construction Cluster were not paid by 
the Highways Division until after funds were received 
from the federal awarding agency. The other auditors 
recommended that the Highways Division work with 
the federal award agency, other state agencies, and the 
subrecipients in order to devise a workable solution. 
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Status 

This matter has been 
resolved. The Highways 
Division was able to provide 
federal expenditures by the 
appropriate CFDA number in 
the preparation of the 2019 
SEFA. 

This matter has been 
resolved. The Hawaii Federal· 
Aid Division of the Federal 
Highway Administration 
(FHW A), U.S. Department of 
Transportation, issued the 
management decision letter 
dated April 1 7, 2019, which 
indicated that the FHW A 
disagreed with the finding of 
noncompliance with cash 
management requirements. 
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