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Repart on Scheduls of Expenditures of Federal Awards Required by the Uniform Guidance
Independent Auditor's Report

To the Chair and Members of the County Counci
County of Hawai'i, State of Hawal'i

We have audited the financial statements of the governmental activities, the business-type activities, the discretely
presented component unit, each major fund, and the aggregate remaining furd information of the County of
Hawai'i, State of Hawai'i (the "County") as of and for the year ended June 30, 2023 and the related notes. to the
financial statements, which collectively comprise the County's basic financial statements. We issued our report
thereon dated April 26, 2024, which contained an unmodified opinion on those financial staterments, Qur audit was
conducted for the purpose of forming opinions on the financial statements that collectively comprise the basic
financial statements. We have not performed any procedures with respect to the audited financial statements
subsequent to April 28, 2024,

The accompanying schedule of expenditures of federal awards is presented for the purpose of additional analysis,
as reguired 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 mformation 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
proceduras in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the information is fairly stated in all material respects in relation to the financial statements as a whole,
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Report on Internal Control Over Financial Reporting and on Campliance and Other Matters Based on an Audit of
Financial Statements Performed in Accordance with Government Auditing Standards

Independent Auditor's Report

To Management and the Chair and Members of the County Council
County of Hawai'i, State of Hawai'i

We have audited, in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Governmeant Awditing Standards issued by the Comptrolier
General of the United States, the financial statements of the governmental activities, the business-type activities,
the discretely preserted component unit, each major fund, and the aggregate rermaining fund information of
County of Hawai'i, State of Hawaii (the "County") as of and for the year ended Jure 30, 2023 and the related notes
to the financial statements, which collectively comprise the Counly's basic financial staterments. and have issued
our report thereon dated April 26, 2024

Report on Intermal Contral Over Financial Reporting

In planining and performing our audit of the financial statements, we considered the County's internal control over
financial reporting (intermal control} as & basis for designing audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the County's internal control. Accordingly, we do not express an
opinion on the effectiveness of tha County's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or @ combination of deficiencies, in intermal
control such that there is & reasonable possibility that a material misstatement of the County's financial statements
will not be preventad, or detected and cormected, on a timely basis, A significant deficiency is a deficiency, or a
combination of deficiencies, in internal cantrol that is less severe than a material weaknaess, yet important enough
b maerit atbention by those charged with governance.

Qur consideration of inbemal control was for the limited purpose described in the first paragraph of this section and
was not designed to identify all deficiencies in intemal control that might be material weaknesses or significant
deficiencies, and, therefore, material weaknesses or significant deficiencies may exist that were not identified. We
identified certain deficiencies in internal control. described in the accompanying schedule of findings and
guestioned costs as Findings 2023-001 and 2023-002, that we consider {o be material weaknesses,

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the County's financial statements are free from material
misstatement, we performed tests of its compliance with cerdain provisions of laws, regulations, contracts, and
grant agreements, noncompliance with which could have a direct and material effect on the financial staternants.
Howsver, providing an opinion on compliance with those provisions was not an objective of our audit, and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance
or pther matters that are required to be reported under Government Auditing Starmdards,




To Management and the Chair and Mambers of the County Council
County of Hawali, State of Hawai'i

The Gounty's Responses to the Findings

Govemmen! Auditing Slandards requires the auditor to perform limited procedures on the County's responses to
the findings identified in our audit and described in the accompanying schedule of findings and questioned costs,
The County's responses were not subjected to the other auditing procedures applied in the audit of the financial
statements, and, accordingly, we express no gpinion om them.

Purpose of this Report

The purpase of this repor is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the County's internal control or an
compliance. This report is an integral part of an audit performed in accordance with Govemnment Auditing
Standards in congidering the County's internal control and compliance, Accordingly, this communication is not

suitabla for any other punpose,
‘/Q«ﬁ, f M, PLLL
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Report on Compliance for Each Major Federal Program and Report on Internal Contral Over Compliance Required
by the Uniform Guidance

Independent Auditor's Report

To the Chair and Members of the County Counil
County of Hawal'i, State of Hawali

Report on Compliance for Each Major Federal Program,
Opinion on Each Major Federal Program

We have audited the County of Hawai'i, State of Hawai''s (the "County") compliance with the types of compliance
requirgments identified as subject to audit in the L5, Office of Management and Budget (OMB) Compliance
Supplement that could have a direct and material effect on sach of the County's major federal programs for the
year ended June 30, 2023. The County's major federal programs are identified in the summary of auditor's results
section of the accompanying schedule of findings and questioned costs.

In our epimion, the County complied, in all material respects, with the compliance requirements referred to above
that could have a direct and material effect on each of the major federal programs for the year ended June 30,
2023,

Basis for Qpinion on Each Major Faderal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America (GAAS), the standards applicable to financial audits contained in Gowernrment Audiing
Standards, issued by the Comptroller General of the United States, and the audit requirements of Title 2 1).5.
Cocle of Federal Reguiations Part 200, Uniform Administrative Requirements, Cosf Principles, and  Audit
Requirements for Federal Awards (the "Uniform Guidance"). Our responsibiliies under those standards and the
Unifarm Guidance are further described in the Auditor's Responsibiliies for the Audit of Compliance section of aur
ripusrt.

We are required to be independent of the County and to meet our other ethical responsibilities in accordance with
redevant ethical requirermnents relating to our audit. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion on compliance for each major federal program. Our
audit doas not provide a legal determination of the County's compliance with the compliance requirements referrad
to above.

Responsgibilities of Management for Compliance

Management s responsible for compliance with the requirements referred to above and for the design,
implemeantation, and maintenance of sffective internal contral over compliance with the reguirements of laws,
statutes, regulations, rutes, and provisions of contracts or grant agreements applicable to the County's federal
programs.




To the Chair and Members of the County Council
County of Hawal'i, State of Hawai'i

Auditor's Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the compliance
requirements referred to above occurred, whether due to fraud or error, and express an opinion on the County's
complhance based on our audit. Reasonable assurance is a high level of assurance but is not absolute assurance
and, therefore, is not a guarantes that an auvdit conducted in accordance with GAAS, Governmen! Auditing
Standards, and the Uniform Guidance will aways detect material noncompliance when it exists, The risk of not
detecting material noncompliance resutting from fraud is bigher than for that resulting from ecror, as fraud may
invalve  collusion, forgery, intentional omissions, misrepresentations, or the override of internal contral,
Noncompliance with the compliance requirements referred to above is considered material if there is a substantial
likedinood that, individually or in the aggregate, it would influsnce the judgment made by a reasonable user of the
report on compliance about the County's compliance with the requireaments of each major federal program as a
whiole,

In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform Guidance, we:
« Exercise professional judgment and maintain professional skepticism throughout the audit.

» ldentify and assess the risks of material noncompliance, whether due to fraud or ermor, and design and perform
audit procedures responsive to those risks, Such procedures include examining, on a test basis, evidence
regarding the County’s compliance with the compliance requirements referred to above and performing such
other procedures as we considered necessary in the circurmstanses,

» Obtain an understanding of the County's internal control over compliance relevant 1o the audit in order to
design audit procedures that are appropriate in the circumstances and 1o test and report on internal control
over compliance in accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on
the effectivenass of the County's internal control over compliance. Accordingly, no such opinion is expressed,

We are required o communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the awdit and any significant deficiencies and material weaknesses in internal conbrol
over compliance that we identified during the audit.

Report on Internal Control Over Compliance

A deficiency in internal control ewver campliance exists when the design or operation of a control over compliance
does not allow management or emplyess, in the normal course of performing their assigned functions, to
prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal program on a
timely basis. A material weakness in internal conteol over compliance is a deficiency, or & combination of
deficiencies, in internal control over compliance such that there is a reasonable possibility that material
noncompliance with a type of compliance requirement of a federal program will not be prevented, or detected and
corrected, on a timely basis, A significant deficiency in internal contral over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance with a type of compliance requirarmant of a federal
program that is less severe than a material weakness in internal control over compliance, vet important enough to
migtit attention by those charged with governance,

Our consideration of internal control over compliance was for the limited purpose described in the Auditors
Responsibiliies for the Audit of Compliance section above and was not designed to identify all deficiencies in
internal control over compliance that might be material weaknesses or significant deficiencies in internal control
over comphance. Given these limitations, during our audit we did not identify any deficiencies in intermal control
over compliange that we consider to be material weaknesses, as defined above, Howsaver, material weaknesses
or significant deficiancies in internal control over compliance may exist that were not identified,

Chur audit was not designed for the purpose of expressing an apinion on the effectiveness of internal control over
compliance. Accordingly, no such opinion is expressed.



To the Chair and Mambers of the Sounty Counil
County of Hawai'i, State of Hawal'i

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

%ﬁ/ f 77{44»««/, PLLt
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County of Hawai'i, State of Hawai'i
Notes to Schedule of Expenditures of Federal Awards
Year Ended June 30, 2023

Note 1 - Basis of Presentation

The accompanying schedule of expenditures of federal awards (the "Schedule”) includes the federal grant
activity of the County of Hawai'l, State of Hawal'i (the "Cournty”™) under programs of the faderal government
for the year ended June 30, 2023, The infgrmation in the Schedule is presented in accordance with the
requirerments of Title 2 LS, Code of Federal Regulalions Part 200, Uniforrm Administrafive Reqguirements,
Cost Principles, and Awdit Requirements for Federal Awards (the “Uniform Guidance'). Because the
Schedule presents only a selected portion of the operations of the Courty, it is not intended to and doss
not present the financial position, changes in net position, or cash llows of the County.

Note 2 - Summary of Significant Accounting Policies

Expenditures reported in the Schedule are reported on the cash basis of accounting. Such expenditures
are recognized following the cost principles contained in Title 2 U.5. Code of Federal Regualions Part
200, Uniform Adminisiralive Requirements, Cost Principles, and Audit Reguirements for Fereral Awards,
wherein cerfain types of expenditures are not allowable or are limited as to reimbursement, The pass-
through entity identifying numbers are presented where available,

The Sounty has elkcted not to use the 10 percent de minimig indirect cost rate to recover indirect costs, as
allowed under the Uniform Guidance.

Note 3 - Disaster Grants Public Assistance Program {ALN 97.036)

Included in the Schedule for the year ended June 30, 2023 is $577 028 of expenditures incurred, under
the Disaster Grants Public Assistance grand (ALN 97,036}, in previous fiscal years, The project worksheet
for these expenditures was approved in the current fizcal year and these expenditures have been reporied
in the current fiscal year in accordance with the reporting reguirements outlingd in the 2023 Cormpdiance
Supplemeant.
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Schedule of Findings and Questioned Costs
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County of Hawali'i, State of Hawai'i

Schedule of Findings and Questioned Costs

Year Ended June 30, 2023

Section | - Summary of Auditor's Results
Financial Statements
Type of auditor's report issued; Linmodified

Internal control over financial reporting:

»  Material weaknessles) identified? X Yes
»  Significant deficiency(ies) identified that are
not considerad to be material weaknesses? ‘ Yag
Moncompliance matarial to financial
statements noted? o Yes
Federal Awards

Intermal control aver major programs;
»  Materal weskness(es) identified? Yes

»  Significant deficiencylies) identified that are
not considered to be material weaknesses? Yeg

Ay audit findings disclosed that are required to be reported in
accordance with Section 2 CFR 200.516(a)? o Yes

Identification of major programs;

Assistance
Listing Number Name of Federal Program or Cluster

No

% Mone reported

X Mone reported

A Mo

x Mone reported

X  HNo

Orpinion

14.218 CRBG - Entittement Grants Cluster
20208 Highway Planning and Construstion
21.023 Emargency Rental Assistance Program

Dallar threshold used to distinguish between
type A and type B programs: $3,000,000

Auditee qualified as low-risk audites? X Yes
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County of Hawai'i, State of Hawai'i

Schedule of Findings and Questioned Costs (Continued)

Year Ended June 30, 2023

Section Il - Financial Statement Audit Findings

Reference

Numbear

W‘ﬁw@ing

2023-001

Finding Type - Material weakness

Criteria - The County should have processes in place to ensure proper recording of all yesr-
end closing entries in accordance with generally accepted accounting principles (GAAP) prior to
the commencement of the audit. In addition, the County should have processes and controls in
place to ensurg the Annual Comprehensive Financial Repont (ACFR) is matertally stated
correctly and complies with relevant Governmental Accounting Standards Board (GASB)
pronouncemeants.

Candition - Correcting adjustments for certain financial statement balances were identified
during the audit instead of management that were required in order to present ACFR in
accordance with GAAR,

Context - The following material adjustments weare identified a5 & result of audit procedures:
Governmental activities capital assets decreased and expenses increased by approximately
551 million. Governmental activities infrastructure assets increased and capital construction in
progress assets decreased by approximately $10 million. Major govermmental fund deferred
inflows related to unavailable revenue increased and revenue decreased by approximately $5.2
million, Business-type capital construstion in progress assets increased and capital assels
decreased by approximately $100,000. In addition, the following immaterial adjustments were
also identified and not cormected by management, adjustments to leased assets and liabilities,
capital assets and expenses, and deferred inflows and revenue.

Cause - Although the County has cerain processes and controls in place related to year-end
closing entries, those controls did not detect the aforementioned reporting ermors.

Effect - If the auditor-identified entries identified above had not been recorded, the financial
statements would have been materially misstated.

Recommendation - We recommend that the County implement review procedures ensure
proper recording of all year-end closing entries in acoordance with generally accepted
accounting principles (GAAR) prior 1o the commencement of the audit.

Views of Responsible Officials and Planned Corrective Actions - The County
acknowledges the importance of GAAP and strives to ensure that all of our financial reporting
and accounting practices are in compliance with GAAP. The aforemantioned condition
specifically relates to the accounting treatment of non-equipment fixed assets, which did not
impact any of the governmental fund balances in the general ledger. The largest adjustment
involved an accounting situation for the County that was not a typical transhction that the
County had encountered historically. However, the County did account for the few transactions
that occurred in the prior year properly but due to several vacancies in key roles and prolonged
vacancies, the special accounting treatment was overlnoked in the process. The Departrnant of
Finance will schedule training to address these matters,
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County of Hawai'i, State of Hawai'i

Schedule of Findings and Questioned Costs (Continued)

Year Ended June 30, 2023

Section Il - Financial Statement Audit Findings (Continued)

Reference
MNurriy e

Finding

2023-002

Finding Type - Material weakness

Criteria - In accordance with generally accepted accounting principles, revenue should be
recognized related to water deposits once the commitment has either expired or been fulfilled.

Condition - During the audit, we identified various deposits that should have been recognized
as revenue.

Context - A significant portion of the $14 million of uneamad revenue liability should have baer
recognized as revenue during previous periods, considering the amount of time that has lapsed
on renewals for some customers, Correcting this error resulted in a prior period adjustment
increasing beginning net position by 37,713,362 and decreasing the correlating liability as of the
prior year ernd.

Cause - Although the Department of Water Supply (the Department) has processes and
controls in place surrounding the water commitrent deposits, those processes and controls dicd
net ensure that the aforementioned activity was correctly reported at June 30, 2023 and that all
activity that needed to be accurately reflected in the Department's financial statermnents was
reviewed, reconciled, and corrected or recorded timely,

Effect - If accounts are not reconciled throughout the year, the Department's management and
the Water Board are not provided with accurate financial information to make decisions during
the Department's fiscal year, and material inaccurate financial reporting could result.

Recommendation - The Department should have processes and controls in place to ensure
proper recording and reconciling of liability and revenue accounts throughout the year.

Views of Responsible Officials and Planned Corrective Actions - Revenus related to the
water deposits will be recognized at the expiration of the initial 3-year commitment term and at
the expiration of any subsequent extension term(s) or upon completion of the requirements for
the proposed project or development, whichever ocours earlier. Reconciliations of the water
comritrment liability and associated revenue account with the applicable source documents will
be performed on a monthly basis.

Section |l - Federal Program Audit Findings

Reference Cuestioned
Nurriber Firding {Costs
Current Year MNone
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County of Hawaii
June 30, 2023

Summary Schedule of Prior Audit Findings

None noted
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