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Honolulu, Hawai‘i 96813-2917

April 8, 2021

VIA EMAIL VIA EMAIL

The Honorable Ronald D. Kouchi The Honorable Scott K. Saiki
Senate President Speaker, House of Representatives
415 South Beretania Street 415 South Beretania Street
Hawai‘i State Capitol, Room 409 Hawai‘i State Capitol, Room 431
Honolulu, Hawai‘i 96813 Honolulu, Hawai‘i 96813

RE: Financial and Compliance Audit of the Department of Hawaiian Home Lands

Dear President Kouchi and Speaker Saiki:

The audit report on the financial statements and compliance of the Department of Hawaiian
Home Lands for the fiscal year ended June 30, 2020, was issued on March 12, 2021. The Office
of the Auditor retained Akamine, Oyadomari & Kosaki CPA’s, Inc. to perform the financial and
compliance audit. For your information, we are attaching a copy of the two-page Auditor’s
Summary of the financial and compliance audit report.

You may view the financial and compliance audit report and Auditor’s Summary on our website
at:

http://files.hawaii.gov/auditor/Reports/2020_Audit/DHHIL.2020.pdf; and

http://files.hawaii.gov/auditor/Reports/2020_Audit/DHHL_Summary 2020.pdf.

If you have any questions about the report, please contact me.

Ver} truly yours,

o,

Leslie H. Kondo
State Auditor

LHK:LYK:emo
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ec/attach (Auditor’s Summary only): Senators
Representatives
Carol Taniguchi, Senate Chief Clerk
Brian Takeshita, House Chief Clerk
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Auditor’'s Summary

Financial and Compliance Audit of the Department
of Hawaiian Home Lands

Financial Statements, Fiscal Year Ended June 30, 2020

PHOTO: DEPARTMENT OF HAWAIIAN HOME LANDS

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 Hawaiian Home Lands, as of and for the fiscal year ended June 30, 2020, 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
Akamine, Oyadomari & Kosaki CPA’s Inc.

About the Department

The Hawaiian Homes
Commission Act sets aside
certain public lands as
Hawaiian home lands to be
utilized in the rehabilitation
of native Hawaiians. These
public lands are managed
by the Department of
Hawaiian Home Lands
(DHHL), a state agency
headed by the Hawaiian
Homes Commission, whose
primary responsibilities are
to serve its beneficiaries and
to manage this extensive
land trust. DHHL provides
direct benefits to native
Hawaiians in the form of 99-
year homestead leases at
$1 per year for residential,

agricultural, or pastoral
purposes, and financial
assistance through direct
loans, insured loans, or
loan guarantees for home
purchase, construction,
home replacement,

or repair. In addition

to administering the
homesteading program,
DHHL leases trust lands
not in homestead use

at market value and
issues revocable permits,
licenses, and rights-
of-entry. lts financial
statements include the
public trusts controlled
by the Hawaiian Homes
Commission.

Financial Highlights

FOR THE FISCAL YEAR ended June 30, 2020,
DHHL’s total revenues exceeded total
expenditures by $12.2 million. Revenues
totaled $73.3 million and consisted of

(1) program revenue of $32.7 million and

(2) state appropriations, transfers, and
adjustments of $40.6 million. Expenses
totaled $61.1 million. Program revenues were
comprised of interest income (approximately
30 percent), grants and contributions (6 percent),
revenue from the general lease program

(47 percent), and other sources (17 percent).
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As of June 30, 2020, total assets of $995 million exceeded total liabilities of $97 million, resulting
in a net position balance of $898 million. Total assets included net capital assets of $465 million,
cash of $397 million, loans receivable of $94 million, and other assets and deferred outflows of
resources of $39 million. Loans receivable consisted of 1,346 loans made to native Hawaiian
lessees for the purposes specified in the Hawaiian Homes Commission Act. Loans are for a
maximum amount of approximately $453,000 and for a maximum term of 30 years. Interest rates
on outstanding loans range up to 10 percent. Total liabilities included notes, bonds, and capital lease
obligations totaling $47 million and temporary deposits payable and other liabilities of $50 million.

Auditors’ Opinions

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

Findings

THERE WERE NO REPORTED DEFICIENCIES IN INTERNAL CONTROL over financial reporting
that are considered to be material weaknesses and no instances of noncompliance or other matters
that are required to be reported under Government Auditing Standards. There were no findings that

are considered material weaknesses in internal control over compliance in accordance with the
Uniform Guidance.

For the complete report and financial statements visit our website at:
https://files.hawaii.gov/auditor/Reports/2020_Audit/DHHL2020.pdf
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