KEITH A. REGAN
COMPTROLLER
KA LUNA HO'OMALU HANA LAULA

JOSH GREEN, M.D.
GOVERNOR
KE KIA'AINA

MEOH-LENG SILLIMAN
DEPUTY COMPTROLLER B
KA HOPE LUNA HO‘'OMALU HANA LAULA

STATE OF HAWAI‘l | KA MOKU‘AINA O HAWAI'I

DEPARTMENT OF ACCOUNTING AND GENERAL SERVICES | KA ‘OIHANA LOIHELU A LAWELAWE LAULA
P.0. BOX 119, HONOLULU, HAWAII 96810-0119

February 9, 2023

VIA ELECTRONIC MAIL _

The Honorable Ronald D. Kouchi, The Honorable Scott K. Saiki, Speaker
President and Members of the House of
and Members of the Senate Representatives

Thirty-Second State Legislature Thirty-Second State Legislature

State Capitol, Room 409 State Capitol, Room 431

Honolulu, Hawai‘i 96813 Honolulu, Hawai‘i 96813

Dear President Kouchi, Speaker Saiki, and Members of the Legislature:

For your information and consideration, | am transmitting the Report on the Process and
Procedures for the Transfer of Funds to the Works of Art Special Fund described in House
Concurrent Resolution 37 House Draft 1 and House Resolution 41. In accordance with
Section 93-16, HRS, a copy of this report has been transmitted to the Legislative Reference
Bureau and the report may be viewed electronically at:
http://ags.hawaii.gov/reports/legislative-reports/.

Sincerely,

KEITH A. REGAN
Comptroller

Enclosure

bc: Governor’s Office
Lieutenant Governor’s Office
Legislative Reference Bureau
Legislative Auditor
Department of Budget and Finance
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October 24, 2023

The Honorable Kyle T. Yamashita, Chair
Committee on Finance

House of Representatives

Hawai'i State Capitol

415 South Beretania Street

Honolulu, Hawai'i 96813

Dear Representative Yamashita,

This report is pursuant to House Concurrent Resolution (HCR) No. 37, H.D. 1 requesting the Comptroller,
in consultation with other State officials, to submit a report on the process and procedures for the
transfer of funds to the Works of Art Special Fund.

In preparing this report, the Department of Accounting and General Services (DAGS) conferred with
officials from the Department of Budget and Finance (B&F), the Department of the Attorney General
(ATG), and the State Foundation on Culture and the Arts (SFCA).

According to HCR No. 37, H.O. 1, the report shall include the following:

(1) An analysis on the appropriate cost elements to be included in the transfers;

(2) A determination of whether transfers are being made more than once for the same project
when appropriations are lapsed and reauthorized;

(3) An identification of qualifying construction and renovation projects that have not calculated and
transferred the correct amount to the Works of Art Special Fund; and

(4) A description of a process established within the Department of Budget and Finance for the
Comptroller to ensure the correct calculations and transfers occur pursuant to Section 103-8.5,
Hawai'i Revised Statutes (HRS).

To address the four (4) items listed above, DAGS presents the following:

(1) The appropriate cost elements to be included in the transfers to the Works of Art Special Fund
are described in the Comptroller's Memorandum (CM) No. 2023-03 (Attachment A).
Appropriations of $100,000 or more for the construction and renovation of State-owned
buildings are subject to the 1% Works of Art assessment. If the word "construction" appears in
the project title or description or the purpose does not specifically preclude construction work,
then it is presumed to potentially qualify for the 1% Works of Art assessment. If cost elements
include plans, design, land, equipment, or expenditures are limited to work other than
construction, then it is presumed to not qualify for the 1% Works of Art assessment. The



expending agencies and B&F determine whether allotments are subject to the 1% Works of Art
assessment by following the guidance provided by the Comptroller.

(2) The 1% transfer to the Works of Art Special Fund is not made more than once for the same
project. Forced lapsing and reauthorization of CIP projects occur during budget preparation are
decided by the Legislature. In recent years, the Legislature has been appropriating CIP funds as a
lump sum without any breakdown of cost elements such as design, planning, and construction.
Because of this the 1% transfer to the Works of Art Special Fund is done at the time of allotment
and therefore should be made only once.

(3) B&F analysts review CIP allotment requests submitted by expending agencies to ensure the
amounts identified for transfer to the Works of Art Special Fund are accurately calculated and
compliant with criteria set forth in CM No. 2023-03. This review includes an evaluation of which
allotment amounts would be included or excluded in the 1% assessment for deposit to the
Works of Art Special Fund. If any discrepancies are discovered, the B&F analyst requests the
expending agency submit a corrected Allotment Advice which is then included with the request
for allotment packet that is forwarded to the Governor for approval.

(4) The review and evaluation of calculations and qualifying cost elements to be included in the
transfers to the Works of Art Special Fund are part of the standard review process by B&F
analysts when requests for CIP allotments are submitted through B&F to the Governor. These
requests are submitted to B&F on Form A-15, Allotment Advice which includes the title, purpose,
and amount of the allotment. After B&F's review and the Governor's approval, a copy of the
approved form is sent to the expending agency and the State Foundation on Culture and the Arts
for their records. Section f.13 Works of Art Special Fund of the Governor's Budget Execution
Policies for Fiscal Year 2024 provided by B&F states:

Section 103-8.5, HRS requires 1% of the construction cost element of CIP appropriations for the
construction or renovation of State buildings to be transferred to the State Foundation on
Culture and the Arts' (SFCA) Works of Art (WOA) Special Fund. However, CIP appropriations from
Act 164, SLH 2023, do not have construction cost element amounts designated. Therefore, to
implement the legislative intent of Section 103-8.5, HRS, the 1% amount to be transferred to the
WOA Special Fund will be based on the amount to be allotted for construction. The expending
agency shall include, as part of each CIP allotment request that includes the release of
construction funds for a qualifying project, the transfer of 1% of the construction amount
requested for allotment from the construction account to the appropriation account 5-24-319-
M. Departments should refer to CM No. 2023-03, Assessment for Works of Art, HRS Section 103-
8.5, effective July 1, 2023 (https://ags.hawaii.gov/wp-content/uploads/2023/04/CM2023-
03.pdf), for additional guidance. CM No. 2023-03 also requires departments to provide a copy of
their CIP Expenditure Plan to SFCA.

If you have any questions or would like further information, please contact me or Ron Shiigi, DAGS Audit
Administrator at (808) 586-0360 or email at Ronald.t.shiigi@hawaii.gov.

Sincerely,

Comptroller
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KEITH A. REGAN
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JOSH GIU:EN, M.D.
GOVERNOR
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COMPTROLLER'S MEMORANDUM NO. 2023-03

TO: All Department Heads , /

FROM: Keith A. Regan, Comptroller
Department of Accounting and General Services

SUBJECT: Assessment for Works of Art, HRS Section 103-8.5

This memorandum supersedes Comptroller's Memorandum 2020-22 dated September 24, 2020,
and Comptroller's Memorandum 2021-09 dated June 17, 2022, and is effective July 1, 2023.

Titis Comptroller's Memorandum provides further guidance to the Governor's Budget Execution
Policies and Instructions regarding transfers to the Works of Art Special Fund from Capital
Improvement Program (CIP) appropriations pursuant to HRS Section 103- 8.5.

In addition, attached herewith for your use are the procedures and criteria for the 1% assessment
under the subject statute. User and expending agencies should follow the procedures and criteria
for the 1% assessment for preparation of CIP allotment advice (Form A-15) and the formulation
of CIP budget requests for FY 24 and future fiscal years. Exceptions to this Memorandum will
be considered on a case-by-case basis by theComptroller.

Please call the State Foundation on Culture and the Arts at 586-0301 if you have any questions
regarding these procedures.

Attachments



COMPTROLLER'S MEMORANDUM NO. 20?3-03

Procedures for I3uduetin® und Transforrinl! the 1% Works of N1
Assessment 1 Indcr I IRS Section 103 8.5

1. The Comptroller shall provide each user and expending agency receiving capital
improvement program (CIP) appropriations with information regarding appropriation items
that shall be included and excluded from the 1% assessment.

User and expending agencies shall follow the criteria to determine which appropriations are
subject to the 1% assessment. For budgeting purposes, user agencies, with the assistance of
their expending agencies, shall increase the amount of their CIP requests to allow for the
assessment by dividing the estimated cost of the qualifying construction by 0.99 and
rounding to the nearest whole dollar.

2. The Comptroller shall ensure that each agency calculates the 1% amounts correctly.

a. Ira CIP appropriation does not have construction cost element amounts designated, to
implement the legislative intent of HRS Section 103-8,5, the 1% amount will be based on
the amount to be allotted for construction. Thus, if neither a construction cost element
amount nor a works of art cost element amount is specified in a CIP appropriation, the
expending agency shall include, as part of each CIP allotment request that includes the
release of construction funds for a qualifying project, the transfer of 1% of the
construction amount requested for allotment to the State Foundation on Culture and the
Arts' (SFCA) Works of Atl Special Fund Appropriation S-XX-319-M. Calculation of the
amount to be transferred shall be rounded to the nearest whole dollar. provided such
rounding shall not result in transfer ofan amount equal to less than one percent of the
amount allotted for construction.

b. Ifa construction cost element is specified in a CIP appropriation but a works of art cost
element is not specified, the expending agency shall include, as part of each CIP
allotment request that includes the release of construction funds for a qualifying project
the transfer of 1% of the state fund appropriations designated for the construction cost
element to the State Foundation on Culture and the Arts' (SFCA) Works of Art Special
Fund Appropriation S-XX-319-M. Calculation of the amount to be transferred shall be
rounded to the nearest whole dollar, provided such rounding shall not result in transfer of
an amount equal to less than 1% of the state fund appropriations designated for the
construction cost element.

c. Ifaworks ofail cost element is specified in a CIP appropriation, the expending agency
shall include, as part of each CIP allotment request that includes the release of
construction funds for a qualifying project, the transfer of the entire works of m1 cost
element appropriation amount to the State Foundation on Culture and the Arts' (SFCA)
Works of Art Special Fund Appropriation S-XX-319-M. Provided further that the
expending agency shall ensure the total works ofall allotment conforms to the legislative
intent of HRS Section 103-8.5 as described in sections 2.a and 2.b., above. Should the
funds appropriated in the works of art cost element be less than required by HRS 103-8.5,
then the expending agency shall identify additional funding from the funds appropriated
for the construction cost element to be transferred to the v..-orks of art allotment to satisfy
the shortfall.



COMPTROLLER"S MEMORANDUM NO. 2023-03

The Department of Budget and Finance (B&F) will verify that 1% of the state fund
appropriations designated for the construction cost element or of the construction fond
allotment being requested as set forth above wilt be transferred to the SFCA's Works of Art
Special Fund on the same allotment advice.

Each agency shall ensure the transfers in the correct amount to the Works of Art Special
Fund are completed in a timely manner.

B&F will provide a copy of the approved A-15 to the State Foundation on Culture and the
Arts (SFCA).

. The Comptroller and the SFCA shall track the potential amounts due from each agency under
the 1% requirement us provided in this section.

To assist the Comptroller and the SFCA with their Works of Art revenue projections and for
tracking purposes, State Departments with CIP appropriations will provide SFCA and the
Comptroller one copy of the CIP Expenditure Plan (Form CEP) following the format and
matching the submission due dates in the Governor's Budget Execution Policies and
Instructions. In the "Comments" column, please include the 1% Works of Art assessment
amount for applicable projects and any justification for excluding assessments in accordance
with the following criteria.



COMPTROLLER"S MEMORANDUM NO. 2023-03

Criteria for 1% Works of A1t Assessment Under HRS Section 103-8.5

The following guidance should be used to determine which appropriations are subject to
the 1% assessment for the acquisition of works of art.

1)

2)

Type of Annropriatiolr

a. Included -

Capital Improvement Program(CIP) appropriations funded
from sources such as Taxable General Obligation (G.O.)
Bond, Tax- Exempt G.O. Bond, Taxable G.O.
Reimbursable Bond. Tax-Exempt G.O. Reimbursable
Bond, Tax- Exempt Revenue Bond, General, Special. and
Federal Funds (if allowed by the grant agreement).

b. Excluded -

Operating appropriations and CIP appropriations exempt from
HRS Section 103-8.5.

Puroose of AnnrooriatiOlr

a. Included -

Appropriations for the cost element CONSTRUCTION.
In the case ofa CIP appropriation, if the word
"construction" appears in project title or description or if
it does not specifically preclude construction work, then
it may be presumed to potentially qualify for the 1%
Works of Art assessment.

b. Excluded -

Appropriations for the cost elements PLANS, DESIGN,
LAND or EQUIPMENT. In the case ofa CIP
appropriation, if the appropriation limits expenditures to
work other than construction, then it may be presumed to
not qualify for the 1% Works of Art assessment.

Tvne of Construction Authorized:

a. Included -

Appropriations that authorize the construction of new
State-owned buildings or the construction of additions
that add a substantial amount of floor space outside the
boundaries of the existing building either vertically or
horizontally. Site work (utilities) incidental to building
are included.

Appropriations for renovations, modernizations, or other
changes to an existing building are included.

The term "building" shall be interpreted according to the
dictionary definition. It shall be interpreted to include
such physical building structures as: maintenance
buildings, hangars, stadiums, kennels, etc.




COMPTROLLER'S MEMORANDUM NO. 2023-03

Criteria for 1% Works of A11 Assessment Under HRS Section 103-8.5

b. Excluded -

Appropriations that limit work strictly to the construction
of site work such as roads, waterworks, bridges, airfields,
walls, fences, canals, surface parking, utilities, piers,
landscaping, athletic fields and com1s, etc.

Appropriations which authorize construction not owned
by the State, i.e., county facilities or privately owned
facilities in the case of grant appropriations pursuant to
I-IRS Chapter 42F.

Amount of the Annronriation Subiect to the 1% Assessment-

a. Included - The amount to be allotted for the cost element
CONSTRUCTION qualifying under this criteria as
indicated in the CIP a!lotment request.

b. Excluded - Any appropriation amount added by transfers to the

originally appropriated amount from the Governor's
Project Adjustment Fund or from surpluses from other
CIP appropriations. Appropriations under 100,000 are
to be excluded from the assessment consideration.

Use of Works of Art Special Fund

Pursuant to HRS Section 103-8.5(6), the Works of Art Special Fund shall be
used solely for the follov,'ing purposes:

1) Costs related to the acquisition of works ofall, including any
consultant or staff services required to cany out the all in public
places and relocatable works or art programs;

2) Site modifications, display, and interpretive work necessary for
the exhibition of works of all;

3) Upkeep services; including maintenance, repair, and restoration or
works of art;

4) Storing and transporting works of ail.






