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To: ‘akobayashi@honolulu.gov’; ‘ianderson@honolulu.gov’; ‘Harimoto, Breene’; ‘kpinel©honolulu.gov’;
‘rmenor@honolulu.gov’; ‘Chang, Stanley’; ‘jmanahan©honolulu.gov’; ‘cafukunaga@honolulu.gov’; ‘emartin@honolulu.gov’
Subject: Bill 4 suggested amendments

AlohaCouncilmembers,

As you know, I amvery concernedwith Bill 4 andrelatedResolution13-24. Therefore,following are
my suggestionsfor improving the bill. I believethesechangesallow for mostof councilmembers’
concernsto be addressedaswell, without tipping the balanceof control too far in council’sfavor.

Sec.6- .2 Purpose

Thereare29 differenttypesof nonprofitorganizations.Underthecurrentwording of thebill, labor
unions,political actioncommittees,socialclubsandcreditunionsqualify asrecipients. Grants
should belimited to charitableorganizations;therefore,“federal incometax exemptnon-profit
organizations”should bechangedto “charitableorganizationsasdefinedunderSection501(c)(3)of
the InternalRevenueCode.” Notethatgovernmentagenciesarenot charitableorganizations;
therefore,acity departmentwould not qualify for agrantif this wording is used.

If aparticularorganizationis not charitablebut councilmembersbelieveit shouldbe includedasan
eligible recipient,I would be happyto helprefine thedefinition of aqualifiednonprofit.

Sec.6- .3 Deposit

Interestearnedon the fund shouldbedepositedinto thegeneralfund to allow for moreflexibility in
thebudgetingprocess.

Sec.6- .4 Additional expenditurerequirements

The typeof commissionsetup should beaselectioncommissionratherthanmerelyadvisory. In
addition to reviewingapplicationsfor CIA, the commissionshouldselectrecipientsandnotify
councilof the selectionsvia resolution. Publicnoticeshould begiven for all meetings,andpublic
inputallowed. Thiswould allow for independentselectionof awardees,apartfrom councilmembers
whomayfeelpressureto “reward” nonprofitsin their districts.

Sec.6- .4(b)and(c)

The budgetprocessis complexandtime consuming.Therefore,theapplicationdeadlinesshouldbe
movedto later in the year.
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Sec.6- .4(d)

Councilmembersshouldnot selectprojects,especiallyvia thebudgetprocess.While I appreciatethe
currentbudgetchair’sbudgetreviewandamendmentprocedures,it mustbe rememberedthatfuture
budgetchairswill likely handlethe processdifferently.

Councilmembersshouldapproveselectionsmadevia adoptionof the resolutionprovided by the CIA
commission.

Sec.6- .4(e)

Accordingto the December2010reportof theaudit of the LeewardCoastCommunityBenefits
Program(LCCBP),“the administration’schangeto an 80-20distribution ratio furtherreducedgrantee
accountabilityandtransparencyandtherisk for fraud, wasteandabuseincreased.”The moveto
100% payoutwithin 45 daysof the newfiscal yeargoesevenbeyondthe 80-20 distributionthatthe
auditorwarnedabout. Basedon my experiencewith onenonprofitorganizationthathasnot been
paidfor morethantwo years,it appearsto mestaff of theDCSneedadditional training. A
discussionshouldalsobeheldregardingDCS’s September2011 report to council, includingan
understandingof whatimprovementsthenewadministrationplansto maketo avoid thesetypesof
problemsin the future.

Sec.6- .4(g)

Removethe requirementthatanybalanceleft in the fund not lapse. By including suchaprovision,
budgetflexibility is reduced. (This requirementremindsme of the 10% administrativefeethe state
haswith respectto thecountygeneralexcisetax surcharge.)

Sec.6- .5 Administration

The resolutionunderlyingthecharteramendmentindicatedtheadministrationof theCIA program
would bedoneby DCS, not budgetandfiscal services. In addition,goodinternalcontrolsinclude
proceduresthat separatevarious functions. Thisseparationof dutieswould provideadditional
oversightof theprogram. While the auditor’s reportcitedproblemswith DCS’s administrationof the
LCCBP,implementationof the recommendationsheprovidedwill mitigatemostof theconcerns
notedin theaudit.

Attachedare therecommendationsfrom the December2010audit report. I hopecouncilmembers
will incorporatesomeof themin this new programaswell as proposeanamendmentto Bill 4 based
on the suggestionsI haveprovided.

A hui hou, Natalie Iwasa,CPA
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Chapter 6: Conclusion and Recommendations

Recommendations 1. The Departmentof CommunityServicesshouldestablish
formal policies,procedures,andguidelinesfor lapsingany
unspentLCCBPgrantfundsbackto the generalfund 12
monthsafterthe endof the contractperiod.

2. The Departmentof CommunityServicesshouldreturnthe
$454,621in unspentandunresolvedgrantfundsfrom
FY2006-07andFY2007-08backto the generalfund.

3. The Departmentof CommunityServicesshould returnthe
additional$42,027in unspentFY2008-09fundsbackto the
generalfund in June2011 if the outstanding,unresolved
invoicesarenot settled.

4. If the City Councildecidesto continuetheLeewardCoast
CommunityBenefitsProgram,it shouldconsiderfunding the
programthrougha tipping fee surcharge.

5. The City CouncilshouldamendSec.9-4.2,Revised
Ordinancesof Honolulu, Disposalchargesfor businessesand
federal,stateandcity agencies,by addinga tipping fee
surchargeto fund the LCCBP.

6. TheCity Councilshouldconsiderestablishinga specialfund
to receiveanytipping fee surchargerevenuesor other
funding,anddisbursemoniesfrom the fund to support
communityprogramsandapplicableadministrativeexpenses.

7. TheDepartmentof CommunityServicesshouldestablish
formal policiesandproceduresthat include,but arenot
limited to, standardizedreporting formats,expensesallowed/
not allowed,limits on administrativefeesandfundraising
activities,requiringa workplanbasedon the actualgrant
award,requiringdepartmentalapprovalfor all scopeof work
changes,and lapsingfunds12 monthsafterthe endof the
contractperiod.

8. The Departmentof CommunityServicesshould establisha formal
contractmanagementprogramthatrequiresthe LCCBP
administratorto monitorgrantsandensurecompliancewith city
ordinances;contracttermsincluding timely and regularquarterly
andfinal reports;city anddepartmentalpoliciesandprocedures;
andgrantmanagementbestpractices.
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Chapter 6: Conclusion and Recommendations

9. The Departmentof CommunityServicesshould developand
implementa pre-awardchecklistanda post-contract
evaluationto assessthegrantee’scompliancewith policies,
procedures,bestpractices,contractrequirements,and
deliverables.The checklistshouldincludepreparationand
follow-up on performancemeasures,work plans,reporting
requirements,useof funds,andacceptabledeliveryof goods
andservicesas detailedin the contracts.

10. The Departmentof CommunityServicesshouldestablisha
formal training programfor its LCCBPstaff andgranteesto
include,an understandingof city grantpolicies,procedures,
and reimbursementrequirements.

11. TheDepartmentof CommunityServicesshoulduseexisting,
non-profit resourcessuchas the Hawai’i Community
Foundationto compilehandbooks,developchecklists,and
providetraining to grantees.

12. TheDepartmentof CommunityServicesshouldreducethe
risk of fraud,wasteandabuseby eliminatingthe existing80-
20 grantfunding distributionpolicy andincrease
accountabilityandtransparencyby restoringthe cost
reimbursementprogram.

13. The Departmentof CommunityServicesshouldpreparean
annualreportto the CBAC andthe city council, within 90
daysof theendof the fiscal year,regardingprogram
accomplishments,statusof all grantsissuedin that fiscal year,
andamountof grantfundsunspent.

14. TheDepartmentof ParksandRecreationshouldestablisha
Controlled ItemsInventortjof parkequipmentthat will facilitate
trackingandaccountingfor equipmentpurchasedwith
LCCBPfunds.

15. The Departmentof ParksandRecreationshould disallow the
useof LCCBPgrantfundsfor departmentaladministrative
expenses.

16. If the Departmentof ParksandRecreationandCBAC
determinethatuseof LCCBP fundsfor administrative-related
expensesareappropriate,thedepartmentshouldclearly
identify proposedexpendituresas a department-related
expense,andissuea year-endreportaccountingfor the
expenditures.
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Chapter 6: Conclusion and Recommendations

17. TheDepartmentof ParksandRecreationshouldensurethat
all pCardpurchaseswith LCCBPfundsreceivepCard
coordinatorapprovalprior to purchase.

18, The Departmentof ParksandRecreationshould preparean
annualreport,within 90 daysof the endof the fiscal year,
regardingprogramaccomplishments,statusof all LCCBPCIP
projects,andamountof operatingfundsunspent.

Management The ManagingDirectorandadministratorsfor the Departmentsof
Response CommunityServices,BudgetandFiscalServices,Parksand

Recreation,andEnvironmentalServicesgenerallyagreedwith the
audit recommendationsandaretakingactionsto implementa
numberof the recommendationsbasedon thedraftreport.The
managementcommentsareresponsiveto ouraudit reportandaudit
recommendations.

The ManagingDirectorandhis staffexpressedsomeconcerns
regardingthe tipping feesurchargerecommendation.Currently
city vehiclesareexemptfrom landfill tipping fees. If theCity
Councildecidesthat city vehiclesshouldpaytipping fees,the
assessmentwould involve an intra-departmentaltransferfrom the
solid waste fund and,for costaccountingpurposes,would more
accuratelyreflect the truecostof operatingthe landfill.

The recommendationfor the tipping fee surchargewasoffered asan
alternativeto generalfund appropriationsanda way to tie the
LCCBPto the landfill. We acknowledgethat as the volume of waste
depositedatthe landfill changes,theimpactandsubsequent
revenuesfor the programwould alsoadjustto reflect the changing
impacton thenearbycommunities.Establishinga tipping fee
surchargeor thespecialfund to supportthe LCCBPdoesnot
precludethe administrationor council from supplementingthe
programwith generalfunds. Ultimately, continuingthe LCCBP
programanddeterminingits appropriatefundingmechanismsare
policy decisionsto be determinedby thecity administrationand
council.

A copy of the ManagingDirector’sandhis departmentalstaff’s
responseis providedon page51. Technical,non-substantive
changesweremadeto the draft reportfor purposesof accuracy,
clarity,andstyle.
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