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AGENDA

I. Call to Order

II. Public Testimony*

III. Executive Sessio&
A. Consultation with Board Counsel Robert G. Klein. Esq. on questions and issues pertaining to the

Resource Management Committee of the OHA-BOT’s powers, duties, privileges, immunities and
liabilities regarding OHA Contract #3284. Pursuant to HRS 92-5(a)(4).

B. Consultation with Board Counsel Robert G. Klein, Esq. re: questions and issues pertaining to the Board’s
powers, duties, privileges, immunities, and liabilities relating to the Trustee Protocol Allowance policy.
Pursuant to HRS § 92-5(a) (4).

C. Consultation with attorneys William Yuen, Esq., Judy Tanaka, Esq., and Board Counsel Robert G. Klein,
Esq., re: questions and issues pertaining to the board’s powers, duties, privileges, immunities, and
liabilities regarding OHA’s role as a member of Hi’ilei Aloha LLC and Ho’okele Pono LLC and
management options for those LLCs in light of the Minute Order issued in Andrew Walden v. Hi’ilei
Aloha LLC, Ho’okele Pono LLC, and Hi’ipaka LLC. Pursuant to HRS §92-5(a)(4)

IV. New Businesst
A. Action Item RM #19-02: Amendment to Extend the Time of Performance for OHA Contract #3284
B. Action Item RN/I #19-03: Approval of BOT executive policy amendments relating to a Trustee Protocol

Allowance to cover expenses incurred in the course of a trustee’s duties and responsibilities.
C. Presentation of the audited financial statements and independent auditor’s report; and report of

independent certified public accountants in accordance with government auditing standards and uniform
guidance, of the Office of Hawaiian Affairs for the fiscal year ended June 30, 2018.

V. Adjournment

1t you require an auxiliary aid or accommodation due to a disability, please contact Raina Gushiken at telephone number 594-
1772 or by email at: rainag@oha.org no later than three (3) business days prior to the date of the meeting.

Notice: Persons wishing to provide testimony are requested to submit 13 copies of their testimony to the Chief Executive Officer at 560 N.
Nimitz. Suite 200. Honolulu, HI. 96817 or fax to 594-1 868. or email BOTmeetines@oha.orc 48 hours prior to the scheduled meeting.
Persons wishing to testify orally may do so at the meeting, provided that oral testimony shall be limited to five minutes.

Notice: The 72 Hour rule, pursuant to OHA BOT Operations Manual. Section 49. shall be waived for distribution of new committee
materials.

tNotice: This portion of the meeting will be closed pursuant to HRS § 92-5.

DateTrustee Dan Ahun
Chairperson, Committee on Resource Management
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STATE OF HAWAI’I
OFFICE OF HAWAIIAN AFFAIRS

560 N. Nimitz Hwy, Suite 200
HONOLULU, HI 96817

Minutes of the Office of Hawaiian Affairs Committee on Resource Management
April 10, 2019

10:02 am

ATTENDANCE:
Trustee Dan Ahuna, Chairperson Trustee Carmen Hulu Lindsey
Trustee Robert Lindsey, Vice-Chair Trustee Colette Machado
Trustee Leina’ala Ahu isa Trustee John Waihe’e
Trustee Kalei Akaka
Trustee KeIi’i Akina
Trustee Brendon Kalei’aina Lee

STAFF PRESENT:
Everett Ohta Guest and Community:
Gloria Lee Germaine Meyers
Ivy Tang Charles Goodin, N&K CPAs, Inc.
Kamana’opono Crabbe, CEO Dwayne Takeno, N&K CPAs, Inc.
Miles Nishijima Robert G. Klein, Board Counsel
Raina Gushiken
Ryan Lucina
Sylvia Hussey, COO
Lehua Itokazu
Carol Ho’omanawanui
Lopaka Baptiste
Claudine Calpito
Ron Porter
Paul Harleman
Melissa Wennihan
Kauikeaolani Wailehua
Kama Hopkins
Zuri Aki
Lei Ann Durant
Priscilla Nakama



I. CALL TO ORDER

Chair Ahuna — Calls the Committee on Resource Management to order at 10:02 am,
noting for the record the following Trustees present:

Present Excused Comments

TRUSTEE LEI AHU ISA X

TRUSTEE KALEI AKAKA X

TRUSTEE KELI ‘I AKINA X

TRUSTEE BRENDON KALEI ‘AINA LEE X

TRUSTEE HULU LINDSEY X

TRUSTEE ROBERT LINDSEY X

TRUSTEE JOHN WAIHE’E X

CHAIRPERSON DAN AHUNA X

TOTAL 9

At the Call to Order, there are nine (9) Trustees present.

II. PUBLIC TESTIMONY

Germaine Meyers see attached for testimony.

Chair Ahuna states he would like to take item IV. C. out of order.

IV. NEW BUSINESS

C. Presentation of the audited financial statements and independent
auditor’s report; and report of independent certified public accountants in
accordance with government auditing standards and uniform guidance, of the
Office of Hawaiian Affairs for the fiscal year ended June 30, 2018.

Kamana’opono Crabbe speaks olelo Hawaii. Calls up Charles Goodin and Charles
Takeno of N&K CPAs, Inc. to present the independent audit findings.

Charles Goodin reviews the results of the financial audit under government auditing
standards and AICPA standards.

Dwayne Takeno review responsibilities as auditors, responsibilities of management
and those charged with governance. The summary of auditors results and whether or

21 P a g e
RM Committee Meeting April 10, 2019



not there were any financial statement findings and then do questions and comments.
Skipping to our responsibilities we performed an audit under the government auditing
standards and auditing standards generally accepted in the USA. We were responsible
for forming an opinion on the financial statements to determine whether or not they were
presented in accordance with US GAAP. We also expressed an opinion on whether or
not the supplementary information included in the financial statements were recently
stated as well. We’re further responsible for communicating any fraud or abuse related
to Federal programs, communicating specific matters to you on a timely basis, reporting
material non-compliance with laws and regulations, contracts and grant agreements as
well as any significant deficiencies or material weakness’s in internal control. An audit
provides reasonable but not absolute assurance that the financial statements do not
contain material misstatements due to fraud or error and we issued a letter that has
these responsibilities listed in a letter dated December 7th 2018. All responsibilities
under the uniform guidance is to plan the audit related to compliance by considering
internal controls over compliance with Federal words with respect to the schedule of
expenditures of federal awards. Further reviewed audit for discussion, see attachment.

Charles Goodin discusses the results of the audit, you should have received a hard
copy of both financial statements and also the separate report, report on independent
certified public accountants in accordance with government auditing standards uniform
guidance. One is our opinion on financial statements with supplementary information,
the other is more on compliance side, two separate reports that we are addressing
today. As part of the financial statement audit, we did not audit the financial statements
of Hi’ilei Aloha LLC which comprises 99.6%, 99.9% and 98% of the proprietary funds
assets net position and revenue. We issued an unmodified opinion on the financial
statements, as far as our opinion for internal control over financial reporting that’s going
to be actually on page 5 of the other report. There were no material weaknesses that
we found and also no significant deficiencies that were reported. Regarding Federal
awards there were also no material weaknesses or significant deficiencies that were
reported. We issued an unmodified opinion related to compliance in compliance for
major federal programs and there were no findings disclosed. The federal program that
we are audited as our major federal program was CFDA 93.612 the Native Hawaiian
Revolving Loan Fund. The dollar threshold used to distinguish between type A and type
B programs was $750,000 and OHA did qualify as a low-risk auditee related to Federal
programs. As far as required communications as part of our audit during the concluding
process, one of the areas that we needed to cover is our responsibility is under
generally accepted auditing standards and Dwayne covered those thoroughly just
before me. As far as the significant accounting policies, OHA’s accounting policies are
disclosed in note B to the financial statements. One new policy that was adopted during
2018 was related to government accounting standards board statement number 75,
accounting and financial reporting for post employment benefits other than pensions
relating to the accounting and financial reporting for post employment benefits. With
that implementation of that new policy, there was a restatement adjustment, that is
further noted, and I believe note 0 to the financial statements. There were no
transactions entered into by OHA during 2018 for which there was lack of authoritative
guidance or consensus and all significant transactions have been recognized in the
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financial statements in the financial statements in the proper period. Further discussed
the financial audit, see attachment.

Chair Ahuna asks for questions.

Trustee Ahu isa asks from my understanding, you’re given the documents, do you go
at random and pick or does OHA give you the documents when you audit.

Dwayne Takeno states as far as testing samples, we do not retrieve the actual
documents ourselves, they are provided by management.

Trustee Hulu Lindsey states on page 18, OHA’s change in net position decreased by
9mil dollars during the year and key elements of that was #1 the investment earnings
dropped by 6mil from prior year, the changes in net position were attributed to increase
in expenses in FY2018 by 3.7mil dollars. This change was primarily due to increase in
beneficiary advocacy expenses by 4.2mil dollars resulting largely from increased grant
expense for the year. Maybe KP can explain that for me.

Chair Ahuna states he doesn’t understand Hulu and asks her to repeat the question
again.

Trustee Hulu Lindsey on page 18, the changes in net position were further attributed
to increase in expenses in FY201 8 by 3.7mil dollars. Does that mean that that’s 3.7mil
above a budget that we approved? That’s my question.

Kamana’opono Crabbe states he got clarification from our comptroller, this is in
reference to our payments, the 3mil to DHHL, actually its categorized as a grant.

Trustee Hulu Lindsey states yes but we approved that grant money for 3mil dollars in
our budget, this is above that. Net position we are down 9mil dollars for that year, but I
can understand where the general revenues did not quite make what we anticipated so
that attributed that to 6.4mil.’ What bothers me is something in house, 3.7mil and it says
right here, this change was primarily to increase in beneficiary advocacy expenses by
4.2mil, resulting in largely from increased grant expense for the year. Hawaiian homes
3mil is in the budget, so this above it.

Kamana’opono Crabbe asks Gloria to clarify question.

Gloria Li states the variance is due to variance relates to the timing of payments for the
DHHL annual 3mil dollars, so back in 2017 we actually didn’t make the 3mil dollar
payment due to refinancing. So the payment was caught in 2018 and plus the
discounted down payment of 2018 also was made at the same time, therefore you see
like a balloon payment in 2018. And then a lesser disbursement out in FY17.

Trustee Hulu Lindsey asks what was the discounted amount to DHHL?

Gloria Li states instead of 3mil it was 1.9mB.
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Trustee Hulu Lindsey states so were over by 3.7miI in FY2018, so you add the 3mil
+1 .9mil, that’s 4.9mil, the 3mil is already budgeted. The 1 .9mil is not, so 1 .9miI from
3.7mil, where’s the rest of the money.

Gloria Li says correct. So basically were looking at disbursements, were not looking at
the budget. And its being captured here and reported as expenses.

Kamana’opono Crabbe asked did we stay within the budget and did not extend
beyond the budgeted expenses for beneficiary advocacy expenses.

Gloria Li states yes.

Trustee Akina states your audit depends upon certain disclosures that we make and
you stated earlier that management has a responsibility, one of those is to disclose to
you any fraud or illegal acts and trustees, as a board, have a responsibility, and you
said that was to disclose to you any fraud or suspected fraud. Were any such
disclosures made to you by the management or by the trustees?

Dwayne Takeno states none. There were no instances of fraud.

Trustee Akina asks were you informed that the board itself has commissioned an audit
specifically to look for fraud, waste and abuse. Inaudible, contract or the action item for
such audit.

Dwayne Takeno states I believe that was part of our review.

Trustee Akina asks how did that factory in if at all into your audit?

Dwayne Takeno states the purpose of the audit is more from a financial statement
audit to determine whether the financial statements are in accordance with GAAP and
to report compliance with the federal awards. So it’s a little bit outside the scope of our
focus.

Trustee Akina states thank you. Looking for fraud, waste and abuse beyond the
specific federal accounts that you are monitoring is beyond the scope of this financial
audit.

Kamana’opono Crabbe asks do you submit forms to the Executive officers and its the
responsibilities of those officers to acknowledge or report if there is fraud, waste or
abuse. Did the Executive officers provide that information to you?

Dwayne Takeno states yes they did.

Kamana’opono Crabbe states was there any report by any officer of fraud, waste or
abuse.

Dwayne Takeno states to our knowledge no.

Trustee Akina thanks KP for the question. Asks how did you collect your information
from this board of trustees that there is no fraud, waste or abuse.
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Dwayne Takeno states management helped us through questionnaires through the
board of trustees.

Trustee Akina asked were those questionnaires to us individually.

Dwayne Takeno states yes.

Trustee Akina says thank you.

Chair Ahuna asks motion to dissolve into executive session. Asks for discussion.

Trustee Robert Lindsey, MOVED, SECOND by Trustee Waihe’e to dissolve into
executive session.

1 2 ‘AE ‘A’OLE KANALUA EXCUSED
— (YES) (NO) (ABSTAIN)

TRUSTEE LEI AHU ISA X

TRUSTEE KALEI AKAKA — X

TRUSTEE KELI’l AKINA — — X
TRUSTEE BRENDON — —

KALEI ‘AINA LEE —

— X

TRUSTEE HULU LINDSEY — — X

TRUSTEE ROBERT LINDSEY X x
TRUSTEE COLETTE MACHADO — — X

TRUSTEE JOHN WAIHE’E — X X

CHAIRPERSON DAN AHUNA X

TOTAL VOTE COUNT — 9
MOTION: [ X] UNANIMOUS [ J PASSED[ J DEFERRED [ J FAILED

Motion passes with nine (9) YES votes.

Meeting resolved into executive session at 7 0:30 am.

III. EXECUTIVE SESSION

A. Consultation with Board Counsel Robert G. Klein. Esq. on questions
and issues pertaining to the Resource Management Committee of the
OHA-BOT’ s powers, duties, privileges, immunities and liabilities
regarding OHA Contract #3284. Pursuant to HRS §92-5(a)(4).

B. Consultation with Board Counsel Robert G. Klein, Esq. re: questions
and issues pertaining to the Board’s powers, duties, privileges,
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immunities, and liabilities relating to the Trustee Protocol Allowance
policy. Pursuant to HRS § 92-5(a) (4).

C. Consultation with attorneys William Yuen, Esq., Judy Tanaka, Esq., and
Board Counsel Robert G. Klein, Esq., re: questions and issues
pertaining to the board’s powers, duties, privileges, immunities, and
liabilities regarding OHA’s role as a member of Hillei Aloha LLC and
Ho’okele Pono LLC and management options for those LLCs in light of
the Minute Order issued in Andrew Walden v. Hi ‘ilei Aloha LLC,
Ho’okele Pono LLC, and Hi’ipaka LLC. Pursuant to HRS §92-5(a)(4)

Meeting convenes into open session at 1:11 pm.

IV. New Business

A. Action Item RM #19-02: Amendment to Extend the Time of Performance
for OHA Contract #3284.

Chair Ahuna asks for motion to approve action item RM #19-02 to authorize and
approve an amendment to extend the time of performance for OHA Contract #3284
from April 30, 2019 to December 16, 2019.

Trustee Robert Lindsey, MOVED, SECOND by Trustee Machado, To approve
action item RM #79-02 to authorize and approve an amendment to extend the
time of performance for OHA Contract #3284 from April 30, 2019 to December
16, 2019.

1 2 ‘AE ‘A’OLE KANALUA EXCUSED
— (YES) (NO) (ABSTAIN)

TRUSTEE LEI AHUISA X

TRUSTEE KALEI AKAKA — — X

TRUSTEE KELI’I AKINA — x
TRUSTEE BRENDON -

— xKALEI ‘AINA LEE — —

TRUSTEE HULU LINDSEY - — X

TRUSTEE ROBERT LINDSEY )
— x

TRUSTEE COLETTE MACHADO X x
TRUSTEE JOHN WAIHE’E X

CHAIRPERSON DAN AHUNA — — X
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TOTAL VOTE COUNT 8 1
MOTION: [1 UNANIMOUS [ XJ PASSED [ J DEFERRED [ J FAILED

Motion passes with eight (8) YES votes, one (1) NO vote.

Trustee Akina states he will vote no on the motion, and wants to explain this for our
beneficiaries very briefly. I am truly shocked and disappointed at the last minute action
of the OHA board to delay the completion of our independent audit for fraud, waste and
abuse until December of 2019. By then it will have been almost three years since this
board unanimously authorized this very important action, by doing this today we risk
several consequences including further damage to our reputation amongst legislators,
Ill conclude by saying I will stand in support of working with the board on the completion
of the audit but urge everyone to reaffirm our commitment to transparency and
accountability thank you.

Trustee Lee rises to speak in favor of the motion at this time. Although, I am not as a
trustee, happy about the fact that we are extending this, I do agree with Trustee Akina
in the sense that, this will not shine nicely with our beneficiaries about this decision.
However, to not extend and to have this audit not completed would look even worse to
our beneficiaries, given the data that was given to us by the contractor, there’s no way
that they can complete this audit at all, let alone to a sufficient extent, to put our
beneficiaries minds at ease as to transparency and accountability. It’s just impossible
for that to be done, given the constraints of that time period on the contract now. Which
leaves us no choice, but to extend it out, so that the contract and the audit is done
properly, versus not being completed or rushed and being done poorly.

Chair Ahuna asks Trustee Lee as Chair Ahuna of the RM Committee are you saying
that I have done something bad.

Trustee Lee states no Chair Ahuna, I wasn’t addressing you as a Trustee at all , I was
speaking to the motion.

Trustee Hulu Lindsey states she would like to make an amendment to the motion and
add onto the end of that, all outstanding document requests from OHA and the llc’s shall
be turned over to Clifton Larson Allen immediately and any future document requests
from CLA shall be complied with no later than 3 business days. The only reason I add
this is because we’ve had so much delays and I think that maybe we’ll keep our feet to
the fire, if this is voted on by the board I also feel that I’d like to add to that amendment
that CLA shall provide monthly status updates and a draft audit report to the resource
management committee. This in one amendment.
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Trustee Hulu Lindsey would like to move to approve AM #19-02 to authorize and
approve an amendment to extend the time of performance for OHA Contract #3284
from April 30, 2019 to December 16, 2019. Contingent upon the following two
requirements, number one all outstanding document requests from OHA and the LLC’s
shall be turned over to CLA immediately and any further document requests from CLA
she’ll be complied with no later than three business days, number two, CLA shall
provide monthly status updates and a draft audit report to the RM committee.

Trustee Akina states he will vote no on overall motion, but approves the amendment of
the 2 items that were added to the motion.

Robert Klein states you need to consider number 2 may not be in the CLA contract, in
which case it is not. This is an amendment to a contract that’s proposed by one party to
a contract and the other party can say we are not contracted to that.

Trustee Lee states point of information, asks what part is not in the contract.

Robert Klein states part 2.

Trustee Lee states point of clarification Mr. Chair. Number one, I am not aware of any
outstanding documents that this agency has not provided, the Office of Hawaiian Affairs
number two, I do not believe that we have the authority to compel the lIc’s to do
anything, which is why we’re in the position we’re in today. Cause if we had that
authority, we would have exercised it however long ago this whole process started.

Trustee Machado states there was an issue presented to the trustees regarding
formatting to comply with the CLAs standards of receiving information. Whether or not
that can get resolved in 3 days might be a burden from the part of OHA and the LLC’s
to CLA. I just want clarification on that.

Kamana’opono Crabbe states were not privy to what the contract stipulates in terms
and conditions.

Trustee Machado states this was a discussion we had about formatting, the format that
CLA was asking for, was not currently available through LLC’s. I am not sure if the 3
days is reasonable.

Trustee Lee states point of order, given that part of this amendment is not in
compliance with the current contract with CLA, I believe that this amendment is out of
order.

Trustee Hulu Lindsey states I will move to re amend and take number 2 out.

Trustee Ahu Isa second.
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Trustee Lee states point of clarification, since this is a new motion, I’m going to reiterate
my concern over, one, I’m not aware of documents that OHA has not produced that
were requested by and two, I don’t know that this body has any authority to compel the
LLC’s to produce anything.

Chair Ahuna states we will take a 5 minute recess to rewrite the language in motion.

Robert Klein states I would be happy to do that and agrees with recess.

Trustee Lee moves that we recess.

Trustee Machado second.

Meeting in recess at 1:28 pm.

Meeting resumes at 1:36 pm

Trustee Lee asks are we back from recess.

Chair Ahuna says yes.

Trustee Lee states I move that we lay on the table the current amendment.

Trustee Akaka second.

Chair Ahuna calls for any discussion, hearing none calls for vote.

Trustee Lee, MOVED, SECOND by Trustee Akaka to lay on the table the current
amendment.

1 2 ‘AE ‘A’OLE KANALUA EXCUSED
(YES) (NO) (ABSTAIN)

TRUSTEE LEI AHU ISA — — X

TRUSTEE KALEI AKAKA — X x
TRUSTEE KELI’I AKINA X
TRUSTEE BRENDON X
KALEI ‘AINA LEE —

— X

TRUSTEE HULU LINDSEY — — X

TRUSTEE ROBERT LINDSEY — — X

TRUSTEE COLETTE MACHADO — — X

TRUSTEE JOHN WAIHE’E — — X

CHAIRPERSON DAN AHUNA X

TOTALVOTECOUNT —— 9
MOTION: [ X] UNANIMOUS [] PASSED[ ] DEFERRED [] FAILED
Motion passes with nine (9) YES votes.
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Chair Ahuna states now we have to approve the motion as amended.

Trustee Hulu Lindsey states the new amendment is, to approve RM #19-02 to
authorize and approve an amendment to extend the Time of Performance for OHA
Contract #3284 from April 30, 2019 to December 16, 2019. Moreover, any document
requests to OHA, either outstanding or new requests, if any, shall be responded to as
soon as possible, but in no case after April 29, 2019 such that the timeline for
performance by CLA is not extended further.

Trustee Lee seconds.

Chair Ahuna asks for discussion. Hearing none, calls for vote.

Trustee Hulu Lindsey, MOVED, SECOND by Trustee Lee, to vote on the

amendment: To approve RM #19-02 to authorize and approve an amendment
to extend the Time of Performance for OHA Contract #3284 from April 30, 2019

to December 16, 2019. Moreover, any document requests to OHA, either

outstanding or new requests, if any, shall be responded to as soon as possible,

but in no case after April 29, 2019 such that the timeline for performance by

CLA is not extended further.

1 2 ‘AE ‘A’OLE KANALUA EXCUSED
— (YES) (NO) (ABSTAIN)

TRUSTEELE! AHUISA — X

TRUSTEE KALEI AKAKA — — X

TRUSTEE KELI’l AKINA X
TRUSTEE BRENDON

— X
KALEI ‘AINA LEE —

— X

TRUSTEE HULU LINDSEY X x
TRUSTEE ROBERT LINDSEY — — X

TRUSTEE COLETTE MACHADO — — X

TRUSTEE JOHN WAIHE’E — — X

CHAIRPERSON DAN AHUNA — — X

TOTAL VOTE COUNT 8

MOTION: [1 UNANIMOUS [ XJ PASSED[ J DEFERRED [ J FAILED

Motion passes with eight (8) YES votes, one (1) Abstention.
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Trustee Akina states I believe I made a mistake procedurally and fall upon your mercy
if I can correct it. I thought that we were voting on whether to include Trustee Hulu’s
amendment to the last action. Were we voting on the actual action?

Trustee Lee states you are correct, we still have to take that motion up, you’re correct,
you abstained from the amendment only.

Trustee Akina states thank you.

Trustee Lee states we still have to vote on the main motion.

Trustee Lee states point of order, the first vote was to lay on the table the original
amendment to dispense with it. I only laid it on the table, so that means we didn’t take it
up. The vote that we just took was to approve this amendment that is currently on the
board. We do still have to take a vote on the main motion. Trustee Akina was correct,
he abstained from the amendment.

Trustee Ahu isa states I would like to have the words of Trustee Brendon Kaleiaina
Lee added to the minutes as my own. “Although, I am not as a trustee, happy about the
fact that we are extending this, I do agree with Trustee Akina in the sense that, this will
not shine nicely with our beneficiaries about this decision. However, to not extend and
to have this audit not completed would look even worse to our beneficiaries, given the
data that was given to us by the contractor, there’s no way that they can complete this
audit at all, let alone to a sufficient extent, to put our beneficiaries’ minds at ease as to
transparency and accountability. It’s just impossible for that to be done, given the
constraints of that time period on the contract now. Which leaves us no choice, but to
extend it out, so that the contract and the audit is done properly, versus not being
completed or rushed and being done poorly.”

Trustee Waihe’e states I would like to have the words of Trustee Ahu Isa added to the
minutes as my own. “Although, I am not as a trustee, happy about the fact that we are
extending this, I do agree with Trustee Akina in the sense that, this will not shine nicely
with our beneficiaries about this decision. However, to not extend and to have this audit
not completed would look even worse to our beneficiaries, given the data that was given
to us by the contractor, there’s no way that they can complete this audit at all, let alone
to a sufficient extent, to put our beneficiaries’ minds at ease as to transparency and
accountability. It’s just impossible for that to be done, given the constraints of that time
period on the contract now. Which leaves us no choice, but to extend it out, so that the
contract and the audit is done properly, versus not being completed or rushed and being
done poorly.”

Trustee Hulu Lindsey states I would like to have the words of Trustee John Waihe’e
added to the minutes as my own. “Although, I am not as a trustee, happy about the fact
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that we are extending this, I do agree with Trustee Akina in the sense that, this will not

shine nicely with our beneficiaries about this decision. However, to not extend and to
have this audit not completed would look even worse to our beneficiaries, given the data

that was given to us by the contractor, there’s no way that they can complete this audit

at all, let alone to a sufficient extent, to put our beneficiaries’ minds at ease as to
transparency and accountability. It’s just impossible for that to be done, given the
constraints of that time period on the contract now. Which leaves us no choice, but to

extend it out, so that the contract and the audit is done properly, versus not being

completed or rushed and being done poorly.”

Chair Ahuna calls for vote.

Trustee Hulu Lindsey, MOVED, SECOND by Trustee Lee, motion as amended,
To approve RM #19-02 to authorize and approve an amendment to extend the
Time of Performance for OHA Contract #3284 from April 30, 2019 to December
76, 2019. Moreover, any document requests to OHA, either outstanding or new
requests, if any, shall be responded to as soon as possible, but in no case after
April 29, 2079 such that the timeline for performance by CLA is not extended
further.

1 2 ‘AE ‘AtOLE KANALUA EXCUSED
— (YES) (NO) (ABSTAIN)

TRUSTEE LEI AHU ISA X

TRUSTEE KALEI AKAKA X

TRUSTEE KELI’I AKINA X
TRUSTEE BRENDON

— X xKALEI ‘AINA LEE — —

TRUSTEE HULU LINDSEY )
— x

TRUSTEE ROBERT LINDSEY — — X

TRUSTEE COLETTE MACHADO X

TRUSTEE JOHN WAIHE’E X

CHAIRPERSON DAN AHUNA X

TOTALVOTECOUNT —— 8 1
MOTION: [1 UNANIMOUS [ XJ PASSED[ J DEFERRED [ J FAILED

Motion passes with eight (8) YES votes, one (1) NO vote.

B. Action Item RM #19-03: Approval of BOT executive policy amendments
relating to a Trustee Protocol Allowance to cover expenses incurred in
the course of a trustee’s duties and responsibilities.
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Trustee Machado acknowledges the committee that worked very hard, some of them
are present Sterling, Everett, Dayna, Melissa, Monica. This is a solid policy.

Trustee Machado, MOVED, SECOND by Trustee Lee, for the Approval of BOT
executive policy amendments relating to a Trustee Protocol Allowance to cover
expenses incurred in the course of a trustee’s duties and responsibilities as
shown in Attachment “A” and Corresponding and Conforming Changes to BOT
Operations Manual as shown in Attachment “B”.

1 2 ‘AE ‘A’OLE KANALUA EXCUSED
— (YES) (NO) (ABSTAIN)

TRUSTEE LEI AHU ISA X

TRUSTEE KALEI AKAKA X

TRUSTEE KELI’I AKINA X

TRUSTEE BRENDON —

KALEI ‘AINA LEE —

— X

TRUSTEE HULU LINDSEY — — X

TRUSTEE ROBERT LINDSEY — — X

TRUSTEE COLETTE MACHADO X X

TRUSTEE JOHN WAIHE’E X X

CHAIRPERSON DAN AHUNA X

TOTAL VOTE COUNT — — 9
MOTION: [X] UNANIMOUS [1 PASSED[ J DEFERRED [ ] FAILED

Motion passes with nine (9) YES votes.

Trustee Akina states this is a good policy and commends board members and
administration for updating and improving our process of Trustee Protocol Allowance.

V. Adiournment

Trustee Lee moves to adjourn.

Trustee Akaka seconds.

Chair Ahuna hearing no objections, adjourned meeting.

Meeting adjourned at 1:47 pm.

l4IPage
RM Committee Meeting April 10, 2019



Respectfully Submitted,

Claudine Calpi6tr1istee Aide
Committee osurce Management

Dan Ahuna, Chairperson
Committee on Resource Management

Approved: RM Committee meeting

ATTACHMENTS:

1) Beneficiary Testimony - Germaine Meyers
2) Action Item RM #19-02: Amendment to Extend the Time of

Performance for OHA Contract #3284.
3) Action Item RM #19-03: Approval of BOT executive policy

amendments relating to a Trustee Protocol Allowance to cover
expenses incurred in the course of a trustee’s duties and
responsibilities.

4) N&K CPAs, Inc. presentation
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RM Committee Meeting, April 10, 2019 at 10:00 am —Testimony of Germaine Meyers, OHA Beneficiary

Aloha, my name is Germaine Meyers. I’m an OHA Beneficiary for Beneficiary Advocacy and
Empowerment. I’m also a Nanakuli Hawaiian Homestead Lessee.

Today I share with you my data, views and arguments regarding Agenda Items 3-A, B, C, and 4-A, B, C.

First and foremost, I humbly request that all nine of you, all nine Trustees to please vote NO to Action
Item RM #19-02, amendment to extend the time of performance for OHA Contract #3284, the forensic
audit. Please vote NO, A’ole, NO.

It’s documented in OHA’s financial statements for the past 10 years that OHA have always
acknowledged that the LLC’s were never protected by a private corporation “veil.” But instead the LLCs
are government corporations subject to the same government agency laws that govern OHA and the
Honolulu Board of Water Supply.

The first LLC was created in 2007. Every single year since, beginning with OHA’s FY 2008 financial
statement and through today’s FY 2018 financial statement, it’s been repeated over and over again
throughout every report for the last 10 years beginning in the CEO Statement on page 4, the following
5 key words when discussing the LLC structure and OHA’s governance over them.

1) Primary Government.
2) Proprietary Funds [emphasis on Proprietary Funds]
3) Business-type activities.
4) Common Governance.
5) Blended component units.

Specifically, OHA’s CEO and CEO know and understand what Proprietary Funds are. For my testimony
today, I clarify their definitions for the record.

A proprietary fund is used in governmental accounting to account for activities that involve business-like
interactions of a state or local government, either within the government or outside of it.

The two types of proprietary funds are enterprise funds and internal service funds.

Enterprise funds provide goods and services to the general public for a fee that makes the entity self
supporting. It basically follows GAAP as does a commercial enterprise. An example is a government-
owned utility (i.e. Honolulu Board of Water Supply, a Semi-autonomous agency subject to HRS Chapter
92-F, UIPA, the Procurement Code, etc.)

Waimea falls admissions fee, gift shop/restaurant goods and services are examples of proprietary
Enterprise funds.

Therefore my argument today is that OHA and the OHA funded LLCs had no business spending OHA
trust funds, time and resources, to engage in a lawsuit against Andrew Walden when OHA’s financial
statements and CEO statements already acknowledged that OHA’s LCCs and its subsidiaries are subject
to UIPA, the Procurement Ethics Code, and every other State Law followed by OHA.



In addition, the CEO and CEO David Laeha had no rights to make corporate veil claims when in fact they
should have already known that the LLCs are government corporations that are subject to Government
agency laws, as the Honolulu Board of Water Supply.

Therefore, specifically the CEO and CEO have breached their fiduciary duties to the OHA Trustees and
OHA’s beneficiaries.

If OHA and its CEO have time to write and promote a book titled Mana and promote campaign events
during the election year, OHA and its CEO had and have sufficient time to hand over requested
documents to the forensic auditor.

E HANA KAKOU, KE AKUA PU
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Action Item
Committee on Resource Management

April 10, 2019

RM #19-02

Action item Issue: Amendment to Extend the Time of Performance for OHA Contract
..#3284

Ji
itpkins /

?frustee A, Trustee R. Lindsey - Hawaii

Action:
To authorize and approve an amendment to extend the Time of Performance for OHA
Contract #3284 from April 30, 2019 to December 16, 2019.

II. Issue:
Whether or not the Resource Management Committee should authorize and approve an
amendment to extend the Time of Performance for OHA Contract #3284 from April 30,
2019 to December 16, 2019.

III. Background and Discussion:
The Board of Trustees executed OHA Contract #3284 on September 5, 2018. The Time
of Performance of the contract was through April 30, 2019. In OHA Contract #3284
under Attachment 5-2 titled “Time of Performance,” subsection C. states the following.

C. This Contract may be modified, amended, or extended due to such
factors as a delay in obtaining records requested, circumstances outside
of either parties control, or other unforeseeabte factors upon mutual

Prepared by:

Reviewed by:

Reviewed by:

Date

—--o /11
Kamana’opot4. Crabbe, Ph.D. Date
Ka Pouhana, Chief Executive Officer

Dan Ahuna
Chair, Committee on Resource Management

Date





Committee on Resource Management
Action Item #19-02
April 10, 2019
Page 2

agreement of the parties hereto. Any modification, amendment or
extension shall be contingent upon satisfactorily peifonnance by
CONTRACTOR and subject to the availability offinds for compensation
payable for services performed and costs and expenses incurred, if any,
beyond the initial term of this Contract. The CONTRACTOR agrees to
notify the Contractor Coordinator of any delays in obtaining requested
records or gaining access to the OHA and or LLC stafffor interviews and
or questions.

Due to a delay in the contractor obtaining records requested and circumstances outside of
either parties control, a no cost extension of time is requested by the contractor and the
contract monitor in order to complete the work detailed in OHA Contract #3284. This
should allow adequate time to complete the work.

IV. Recommended Action:
To authorize and approve an amendment to extend the Time of Performance for OHA
Contract #3284 from April 30, 2019 to December 16, 2019.

V. Time frame:
The no cost extension of the Time of Performance for OHA Contract #3284 will be
effective upon approval of RM #19-02 and the signing of contract amendment between
parties outlined in OHA Contract #3284.

VI. Attachments:
A. Office of Hawaiian Affairs Timeline of Engagement Events as of April 2, 2019.
B. Office of Hawaiian Affairs Contract & Disbursement Review (Proposal 13-3):

Tentative Timetable (Updated 4/2/2019)
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rep

resen
tativ

es.

C
onf

ce
D

iscussed
scope

of
w

ork
as

it
relates

to
the

LCCs,
discussed

tim
eline,

docum
ents

to
be

29
9
/1

0
/2

0
1
8

LLCs
K

ick-off
conference

call
call

eren
dow

nloaded
from

th
e

S
hareF

ile
portal,

d
o

cu
m

en
t

req
u
est

list.
LLC

required
th

at
C

IA
allow

th
e

LLCs
to

identify
w

hich
inform

ation
is

considered
confidential.

30
9
/1

4
/2

0
1
8

O
H

A
C

IA
’s

delivery
of

d
o
cu

m
en

t
E

m
ail

C
IA

provided
the

d
o
cu

m
en

t
req

u
est

list
to

O
H

A
and

established
th

e
protocol

for
5ecure

req
u
est

list
d
o
cu

m
en

t
transm

ittal.

31
9
/1

4
/2

0
1
8

LLCS
C

IA
’s

delivery
of

tIC
s

d
o
cu

m
en

t
E

m
a’

C
IA

em
ailed

to
ES&

A
a

d
o
cu

m
en

t
req

u
est

list
for

th
e

tIC
s.

T
he

em
ail

contained
a

listing
of

req
u
est

list
i

docum
ents

already
obtained

by
C

IA
through

th
e

S
hareF

ile
portal.

‘32
9
/1

7
/2

0
1
8

ILC
s

C
IA

’s
req

u
est

for
call

re
LLCs

E
m

ail
C

IA
em

ailed
T

rustee
H

ulu
L

indsey
to

req
u

est
a

conference
call

to
discuss

concerns
expressed

docum
ents

by
ES&

A
ab

o
u

t
C

IA
sharing

tIC
s’

docum
ents

w
ith

O
H

A
.

C
IA

’s
delivery

of
d
o
cu

m
en

t
,

33
9
/1

8
/2

0
1
8

LCCs
.

E
m

ail
C

IA
provided

ES&
A

w
ith

an
u
p
d

ated
d
o

cu
m

en
t

req
u

est
list.

req
u
est

list

P
repared

by
C

liftontarsonA
llen

LIP

For
C

hair
D

an
A

h
u
n
as

and
V

ice-C
hair

R
obert

lindsey’s
D

iscussion
w

ith
R

esource
M

an
ag

em
en

t
C

om
m

ittee
P

age
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O
ffice

of
H

aw
aiian

A
ffairs

T
im

eline
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E
ngagem

ent
E

vents
A

s
of

M
arch

8,
2019

N
o.

D
ate

R
elevant

E
vent

M
ethod

D
etails

E
ntity

O
H

A
’s

com
m

unication
of

.
.

•
.

O
H

A
inform

ed
CLA

th
at

it
received

th
e

d
o
cu

m
en

t
req

u
est

list
and

w
as

preparing
to

obtain
from

34
9
/1

8
/2

0
1
8

O
H

A
intention

to
com

plete
d
o
cu

m
en

t
E

m
ail

staff
to

provide
to

CLA
.

req
u

est
35

9
/2

7
/2

0
1

8
LLCs

D
ocum

ent
R

equest
list

E
m

ail
E5&

A
com

m
unicated

to
CLA

it w
ould

provide
docum

ents
req

u
ested

.
.

.
T

rustee
H

ulu
L

indsey
com

m
unicated

th
at

she
w

ould
not

receive
docum

ents
for

th
e

CCC;
36

9
/2

7
/2

0
1
8

LLCs
C

om
m

unication
R

e
LLCs

E
m

ail
how

ever,
she

w
ould

be
allow

ed
to

physically
view

docum
ents

for
th

e
LLCs.

.
.

CLA
held

a
phone

call
b
etw

een
CLA

and
T

rustee
H

ulu
lindsey

in
preparation

for
th

e
interview

s
37

1
0
/1

/ 2018
O

H
A

P
lanning

Interview
s

C
all

to
be

conducted
th

e
next

w
eek.

.
O

H
A

provided
CLA

w
ith

som
e

of
th

e
req

u
ested

docum
ents

via
LeapFILE

and
com

m
unicated

R
eceipt

of
som

e
of

the
req

u
ested

.
.

.
38

10/2/2018
O

H
A

E
m

ail
th

at
O

H
A

w
as

still
w

orking
on

th
e

outstanding
item

s.T
he

d
o
cu

m
en

t
req

u
est

list
w

as
u
p
d
ated

docum
ents

by
O

H
A

for
th

e
docum

ents
provided.

.
.

.
T

he
w

eek
leading

to
th

e
onsite

interview
s,

C
IA

focused
on

preparing
for

th
e

interview
s

by
39

1
0

/2
/2

0
1
8

O
H

A
/LLC

s
P

lanning
interview

s
In

C
IA

O
ffice

review
ing

docum
ents

and
records

received
to

date.

C
IA

w
as

on
site

to
conduct

interview
s

of
certain

O
H

A
/L

IC
s

em
ployees.

T
he

only
Interview

n
o
t

.
-

conducted
as

originally
planned

w
as

th
at

of
M

r.
K

am
ana

‘O
pono

C
rabbe.T

en
m

inutes
after

th
e

40
10/8/2018

O
H

A
/LCCs

O
H

A
on-site

interview
s

In
P

erson
interview

w
as

scheduled
to

begin,
C

IA
w

as
inform

ed
that

M
r.

C
rabbe

had
an

urgent
m

atter
that

prevented
him

from
m

eeting
w

ith
C

IA
on

th
at

day.

C
IA

received
letter

from
ES&

A
explaining

the
LCC’s

legal
status

and
relationship

to
O

H
A

.
D

escribed
concern

over
the

negative
im

pact
of

C
IA

’s
w

ork
on

the
LIC

s.
ES&

A
explained

that
it

41
10/11/2018

LLC5
ES&

A
’s

L
etter

to
C

IA
Em

ail
is

its
opinion

that
“any

action
that

C
IA

takes
that

results
in

the
expansion

of
O

H
A

’s
access

to
inform

ation
w

ill
have

a
profoundly

negative
im

pact
on

the
LLC’s

legal
positon

in
ongoing

litigation
and

o
th

er
legal

proceedings.”
.

A
fter

conducting
on-site

Interview
s

of
O

H
A

em
ployees,

C
IA

provided
an

updated
docum

ent
42

10/12/2018
O

H
A

R
equestfor

D
ocum

ents
Em

ail
req

u
est

list.

T
rustee

H
ulu

L
indsey

expressed
concerns

that
for

one
of

the
item

s
on

the
docum

ent
request

T
rustee

H
ulu

L
indsey’s

list,
O

H
A

m
ay

n
o
t

be
able

to
provide

inform
ation

to
reconcile

general
ledger

received
to

43
10/13/2018

01-IA
com

m
unication

regarding
E

m
ail

.

audited
financial

statem
ents.

A
lso

com
m

unicated
that

the
quarterly

statem
ents

from
LLCs

to
docum

ent
request

O
H

A
should

be
the

ones
received

by
O

H
A

(to
be

provided
by

O
H

A
and

not
the

LLCS).

10/14/2018
O

H
A

R
eceipt of

new
s

article
forw

arded
Em

ail
T

rustee
H

ulu
L

indsey
forw

arded
a

new
s

article
titled

“L
aw

suitO
H

A
-O

w
ned

C
orporations

M
ust

by
H

ulu
L

indsey
C

om
ply

w
ith

O
pen

R
ecords

Law
s.”

P
repared

by
C

liftonL
arsonA

llen
LLP

For
C

hair
D

an
A

huna’s
and

V
ice-C

hair
R

obert
L

indsey’s
D

iscussion
w

ith
R

esource
M

anagem
ent

C
om

m
ittee

Page
4

of
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T
im

eflne
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E
ngagem

ent
E
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A
s

of
M

arch
8,

2019

N
o.

D
ate

R
elevant

E
vent

M
ethod

D
etails

E
ntity

CLA
com

m
unicated

to
T

rustee
L

indsey
th

at
it

w
as

w
orking

w
ith

G
loria

Li on
obtaining

th
e

C
IA

’s
response

to
T

rustee
H

ulu
reconciliation

b
etw

een
th

e
G

L
and

th
e

audited
financial

statem
en

ts
and

com
m

unicated
th

at
45

10/16/2018
O

H
A

.
E

m
ail

L
indsey

CLA
received

th
e

quarterly
statem

en
ts

from
th

e
L

IC
s

and
had

req
u
ested

th
e

outstanding

quarterly
rep

o
rts

from
O

H
A

as
per

th
e

LLC5
request.

46
10/16/2018

O
H

A
O

H
A

s
response

on
req

u
est

for
E

m
ail

O
H

A
com

m
unicated

th
at

it
w

as
follow

ing
up

on
th

e
d
o
cu

m
en

t
req

u
est

list
received

and
it

docum
ents

w
ould

provide
com

m
ents

and
com

m
unicate

w
hen

th
e

docum
ents

w
ould

be
provided

to
C

IA
.

,
T

rustee
H

ulu
L

indsey
forw

arded
C

LA
em

ail
w

ith
d
o
cu

m
en

t
req

u
est

lists
from

10/16/2018
and

T
rustee

H
ulu

L
indsey

s
req

u
est

to
.

.
.

.
.

.
directed

G
loria

Lito
req

u
est

th
e

reconciliation
from

the
auditors

in
o
rd

er
to

provide
to

C
IA

.
47

1
0
/1

7
/2

0
1
8

O
H

A
be

u
p
d
ated

on
th

e
statu

s
of

the
E

m
ail

.
T

rustee
L

indsey
then

forw
arded

to
C

IA
her

com
m

unication
to

G
loria

and
req

u
ested

th
at

C
IA

d
o
cu

m
en

t
req

u
est

list
keep

her
posted.

48
10/23/2018

O
H

A
C

IA
’s

follow
up

on
statu

s
of

E
m

ail
C

IA
em

ailed
01-IA

to
follow

up
on

th
e

statu
s

of
docum

ents
req

u
ested

.
N

o
docum

ents
had

been

d
o
cu

m
en

t
req

u
est

received
since

the
req

u
est

m
ade

on
10/16/2018.

C
IA

provided
T

rustees
H

ulu
L

indsey
and

John
W

aihee
w

ith
th

e
first

statu
s

rep
o

rt
of

th
e

w
ork

perform
ed

to
date,

and
provided

invoice
#

1932916.
C

IA
m

entioned
th

at
it

is
w

aiting
for

quite

49
1
0
/2

5
/2

0
1
8

O
H

A
C

IA
’s

delivery
of

project
statu

s
E

m
ail

a
few

docum
ents

and
som

e
financial

inform
ation

from
both

O
H

A
and

th
e

LLCs.
C

IA
explained

rep
o

rt
#1.

and
invoice

th
at

it
w

ould
continue

to
reach

out
to

Phyllis
requesting

an
u
p

d
ate.

C
IA

com
m

unicated
th

at
it

w
as

w
aiting

for
fu

rth
er

inform
ation

from
ES&

A
regarding

w
hen

th
e

LLCs
m

ay
be

able
to

.
provide

th
e

additional
records

req
u

ested
.

T
rustee

H
ulu

L
indsey

req
u

ested
th

at
Phyllis

provide
C

IA
w

ith
a

d
ate

of
w

hen
th

e
req

u
ested

,
docum

ents
w

ould
be

provided.
S

he
did

this
by

responding
to

an
em

ail
she

received
from

50
10/25/2018

O
H

A
C

IA
s

follow
up

on
status

of
E

m
ail

Phyllis,
w

ho
com

m
unicated

th
at

she
is

w
orking

on
obtaining

th
e

d
o
cu

m
en

ts
req

u
ested

and
d
o
cu

m
en

t
req

u
est

.
.

.
.

.
.

providing
perm

ission
for

C
IA

to
co

n
tact

G
loria

by
phone

to
discuss

th
e

reconciliation
b
etw

een

G
L

and
audited

financial
statem

en
ts.

T
rustee

H
ulu

L
indsey

forw
arded

O
H

A
new

s
articles

published
by

th
e

H
aw

ai’i
F

ree
P

ress.
C

IA

51
10/29/2018

O
H

A
R

eceipt
of

new
s

article
forw

arded
E

m
ail

replied
and

inform
ed

her
th

at
C

IA
is

keeping
an

eye
on

new
s

articles
pertaining

to
O

H
A

.
O

n

by
H

ulu
L

indsey
10/31/2018,

T
rustee

H
ulu

L
indsey

replied
th

at
th

e
check

registers
for

2017
w

ere
m

entioned
in

one
of

th
e

articles
she

forw
arded.

.
.

.
T

rustee
H

ulu
L

indsey
em

ailed
C

IA
to

check
in

on
th

e
status

of
th

e
docum

ents
req

u
ested

.
C

IA
T

rustee
H

ulu
L

indsey
s

inquiry
on

52
1
0
/3

0
/2

0
1
8

O
H

A
E

m
ail

responded
th

at
it

has
received

tw
o

of
th

e
18

item
s

req
u
ested

from
th

e
d
ate

of
C

IA
5

#1
S

tatus
statu

s
of

d
o
cu

m
en

t
req

u
est

U
pdate

to
T

rustee
H

ulu
L

indsey.

P
repared

by
C

lifton
larsonA

llen
LIP

-
For

C
hair

D
an

A
h
u
n
as

and
V

ice-C
hair

R
obert

L
indsey’s

D
iscussion

w
ith

R
esource

M
anagem

ent
C

om
m

ittee
Page

5
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O
ffice

of
H

aw
aiian

A
ffairs

T
im

eline
of

E
ngagem

ent
E

vents
A

s
of

M
arch

8,
2019

N
o.

D
ate

R
elevant

E
vent

M
ethod

D
etails

E
ntity

C
onfirm

in
terv

iew
of

O
H

A
CLA

em
ailed

O
H

A
to

confirm
interview

w
ith

M
r.

C
rabbe

on
1
1
/1

4
/2

0
1
8

from
10:30

am
to

12:30
53

1
1

/6
/2

0
1

8
O

H
A

E
m

ail
em

p
lo

y
ee

pm
.

.
01-IA

provided
C

IA
w

ith
so

m
e

of
th

e
req

u
ested

d
o
cu

m
en

ts
via

L
eapF

lIE
and

co
m

m
u

n
icated

C
IA

’s
receip

t
oftw

o
of

th
e

.
.

54
1

1
/9

/2
0

1
8

O
H

A
E

m
ail

th
at

O
H

A
an

ticip
ated

providing
th

e
rem

ain
d

er
of

th
e

req
u
ested

d
o
cu

m
en

ts
by

W
ed

n
esd

ay
o
r

d
o
cu

m
en

ts
req

u
ested

T
hursday

of
th

e
follow

ing
w

eek
(1

1
/1

4
/2

0
1

8
or

1
1

/1
5

/2
0

1
8

).

.
C

IA
in

terv
iew

ed
M

ona
B

ernardino
concerning

th
e

LLCs.
P

resen
t

in
this

interview
w

as
A

nna
55

1
1
/1

3
/2

0
1
8

CLCS
Interview

LLC
E

m
ployee

In
P

erson
E

lento-S
need

of
ES&

A
,

legal
counsel

for
th

e
L

IC
s.

C
onfirm

in
terv

iew
of

O
H

A
.

O
H

A
inform

ed
C

IA
th

at
M

r.
C

rabbe
w

ould
be

available
for

th
e

interview
w

ith
C

IA
later

th
at

56
1
1
/1

4
/2

0
1
8

01-IA
E

m
ail

em
p
lo

y
ee

day
(1

1
/1

4
/2

0
1
8
)

at
th

e
startin

g
tim

e
sch

ed
u

led
b
u
t

w
ould

be
available

for
only

o
n

e
hour.

C
IA

in
terv

iew
ed

K
am

ana
‘O

pono
C

rabbe
concerning

O
H

A
only

(n
o

t
able

to
discuss

LLCs
.

w
ith

o
u

t
ES&

A
being

p
resen

t).
P

resen
t

in
this

interview
w

as
A

lbert
T

iberi.
M

r.
T

iberi
provided

57
1
1
/1

4
/2

0
1

8
01-IA

Interview
of

O
H

A
em

p
lo

y
ee

In
P

erson
.

.

C
IA

w
ith

o
n
e

of
th

e
d
o
cu

m
en

ts
included

in
th

e
d
o
cu

m
en

t
req

u
est

list
provided

to
O

H
A

on
1

0
/8

/2
0

1
8

.

58
1
1
/1

6
/2

0
1

8
O

H
A

C
IA

’s
req

u
est

fo
r

additional
E

m
ail

C
IA

provided
O

H
A

w
ith

an
u
p
d
ated

d
o
cu

m
en

t
req

u
est

list
including

five
ad

d
itio

n
al

item
s

d
o
cu

m
en

ts
req

u
ested

as
a

resu
lt

of
th

e
interview

co
n

d
u

cted
on

1
1

/1
4

/2
0

1
8

.

C
IA

req
u

ested
th

at
O

H
A

sen
d

any
d
o
cu

m
en

ts
as

th
ey

b
eco

m
e

ready.
C

IA
also

follow
ed

up
on

59
1
1
/2

0
/2

0
1
8

O
H

A
C

IA
’s

follow
up

on
statu

s
of

E
m

ail
th

e
statu

s
of

th
e

d
o
cu

m
en

ts
th

at
O

H
A

m
en

tio
n

ed
on

1
1
/9

/2
0
1
8

w
ould

be
provided

to
C

IA
by

d
o

cu
m

en
t

req
u

est
th

e
W

ed
n

esd
ay

o
r

T
hursday

of
th

e
follow

ing
w

eek
(1

1
/1

4
/2

0
1
8

o
r

1
1

/1
5

/2
0

1
8

).

C
IA

provided
M

s.
Liw

ith
th

e
E

xcel
d
o
cu

m
en

t
w

hich
M

s.
U

req
u
ested

during
C

IA
’s

visit.
S

he
CLA

’s
R

eq
u
est

for
assistan

ce
w

ith
.

w
ould

use
this

d
o
cu

m
en

t
to

assist
w

ith
th

e
reconciliation

of
th

e
G

L
to

th
e

au
d

ited
financial

60
1
1
/2

6
/2

0
1
8

O
H

A
.

E
m

ail
.

.
.

.

reconciliation
statem

en
ts.

C
IA

in
fo

rm
ed

M
s.

U
th

at
th

is
req

u
est

w
as

also
included

in
th

e
req

u
est

list
provided

to
M

s.
O

no-E
vangelista.

M
s.

Li
d
o
w

n
lo

ad
ed

th
e

provided
d
o
cu

m
en

t
on

1
2
/4

/2
0
1
8
.

P
rep

ared
by

C
liftonL

arsonA
llen

LLP

For
C

hair
D

an
A

huna’s
and

V
ice-C

hair
R

obert
L

indsey’s
D

iscussion
w

ith
R

esource
M

an
ag

em
en

t
C

o
m

m
ittee

P
age
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O
ffice

of
H

aw
aiian

A
ffairs

T
im

eline
of

E
ngagem

ent
E

vents

A
s

of
M

arch
8,

2019

R
elevant

N
o.

D
ate

E
vent

M
eth

o
d

D
etails

E
ntity

CLA
provided

T
ru

stees
H

ulu
L

indsey
and

John
W

aih
ee

w
ith

th
e

seco
n

d
statu

s
rep

o
rt

of
th

e

w
ork

p
erfo

rm
ed

to
d
ate

and
provided

invoice
#1958802.

C
IA

m
en

tio
n
ed

in
its

statu
s

u
p
d
ate

th
at

on
N

o
v

em
b

er
9,

2018,
O

H
A

in
d

icated
th

at
ad

d
itio

n
al

d
o
cu

m
en

ts
w

ould
be

provided
on

N
o

v
em

b
er

14th
o

r
15th;

h
o

w
ev

er,
additional

d
o
cu

m
en

ts
w

ere
n

o
t

provided
on

th
ese

d
ates.

T
h
erefo

re,
15

item
s

req
u
ested

w
ere

still
o
u
tstan

d
in

g
as

of
th

e
d
ate

of
this

statu
s

rep
o
rt.

O
H

A

has
n

o
t

provided
C

IA
w

ith
a

revised
d
ate

of
ex

p
ected

delivery
for

th
e

rem
ain

in
g

item
s.

C
IA

co
m

m
u

n
icated

th
at

b
efo

re
it

could
select

th
e

sam
p
le

of
co

n
tracts

and
d
isb

u
rsem

en
ts

for

C
IA

’
d

I
f

testin
g

,
C

IA
m

u
st

o
b
tain

th
e

rem
ain

in
g

financial
d
o
cu

m
en

ts/in
fo

rm
atio

n
on

th
e

req
u

est
lists

61
1
1
/2

7
/2

0
1
8

O
H

A
S

e
ivery

0
proje

S
a

us
E

m
ail

sen
t

to
O

H
A

th
ro

u
g

h
1
1
/1

6
/1

8
.

T
he

d
o
cu

m
en

ts
and

d
ata

req
u
ested

(such
as

th
e

Ki’i
d

ata
and

rep
o

rt
#2

and
invoice

.
.

.
.

-

th
e

reconciliation
from

th
e

g
en

eral
led

g
er

to
th

e
au

d
ited

financial
statem

en
ts)

are
im

p
o
rtan

t

fo
r

ensuring
th

at
C

IA
has

receiv
ed

co
m

p
lete

g
en

eral
led

g
er

d
ata

and
to

fully
analyze

co
n
tract

and
d
isb

u
rsem

en
t

d
ata

b
efo

re
selectin

g
a

sam
ple.

C
IA

co
m

m
u

n
icated

th
at

it
w

as
initially

inform
ed

by
ES&

A
th

at
th

e
req

u
ested

d
o
cu

m
en

ts
th

at

did
exist

w
ould

be
provided;

h
o

w
ev

er,
on

1
0

/1
2

/2
0

1
8

,
b

efo
re

any
ad

d
itio

n
al

d
o
cu

m
en

ts
w

ere

provided,
C

IA
w

as
in

fo
rm

ed
by

ES&
A

th
at

C
IA

w
ould

n
o
t

be
provided

any
ad

d
itio

n
al

d
o
cu

m
en

tatio
n

until
th

e
LLC’s

co
n

cern
s

o
v

er
th

e
im

p
act

of
th

is
project

on
th

e
LLCs

w
ere

resolved.

T
ru

stee
H

ulu
L

indsey
notified

C
IA

th
at

sh
e

w
as

re-elected
as

a
tru

stee
and

believed
th

at
sh

e

N
otification

th
at

T
ru

stee
H

ulu
w

ould
no

lo
n

g
er

be
th

e
R

esource
M

an
ag

em
en

t
C

o
m

m
ittee

C
hair.

S
he

apologized
for

C
IA

n
o

t

62
1
1
/2

9
/2

0
1
8

O
H

A
L

indsay
w

ill
likely

n
o
t

rem
ain

as
E

m
ail

having
received

p
ay

m
en

t
on

th
e

o
u
tstan

d
in

g
invoice

and
co

m
m

u
n
icated

th
at

O
H

A
w

ould
be

th
e

R
M

C
o

m
m

ittee
C

hair
req

u
estin

g
additional

in
fo

rm
atio

n
on

th
e

invoices
in

o
rd

er
to

be
able

to
p
ro

cess
th

e
p

ay
m

en
t.

S
he

stated
th

at
sh

e
w

ould
be

asking
Judge

K
lein

ab
o

u
t

th
e

issue
w

ith
th

e
LLCS.

-
M

s.
O

no
E

vangelista
co

m
m

u
n

icated
th

at
sh

e
had

sen
t

fo
u
r

d
o
cu

m
en

ts
to

C
IA

via
secu

re
63

1
2
/6

/2
0
1
8

O
H

A
C

IA
s

receip
t

of
fo

u
r

d
o
cu

m
en

ts
E

m
ail

tran
sfer.

.

-
O

H
A

p
ro

v
id

ed
C

IA
w

ith
a

letter
th

at
co

m
m

u
n

icated
a

n
ew

R
esource

M
an

ag
em

en
t

C
o

m
m

ittee

64
1
2
/1

3
/2

0
1
8

O
H

A
H

A
s

co
m

m
u

n
icatio

n
to

C
IA

of
E

m
ail

C
hair,

T
ru

stee
Lei

A
hu

isa,
and

V
ice-C

hair,
R

obert
lin

d
sey

.
O

H
A

req
u
ested

th
at

all
N

ew
R

M
C

o
m

m
ittee

C
hair

.
-

co
m

m
u
n
icatio

n
an

d
co

rresp
o
n
d
en

ce
be

d
irected

to
both

of
th

em
.

P
rep

ared
by

C
liftonlarsonA

llen
L

IP

F
or

C
hair

D
an

A
huna’s

and
V

ice-C
hair

R
o
b
ert

L
indsey’s

D
iscussion

w
ith

R
esource

M
an

ag
em

en
t

C
o
m

m
ittee

P
age
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O
ffice

of
H

aw
aiian

A
ffairs

T
im

eline
of

E
ngagem

ent
E

vents
A

s
of

M
arch

8,
2019

N
o.

D
ate

R
elevant

E
vent

M
ethod

D
etails

E
ntity

CLA
’s

req
u

est
for

conference
call

C
IA

contacted
the

new
RM

C
om

m
ittee

C
hair,T

rustee
Lei A

hu
Isa,and

V
ice-C

hair,
R

obert
65

12/14/2018
O

H
A

w
ith

new
RM

C
om

m
ittee

C
hair

Em
ail

L
indsey

and
requested

to
have

a
conference

call
to

introduce
C

IA
and

to
provide

them
w

ith
and

V
ice-C

hair
the

currentstatus
of

the
project.

RM
C

om
m

ittee
C

hair
.

T
rustee

LeiA
hu

Isa
com

m
unicated

to
C

IA
that

she
w

ould
be

traveling
for

the
holidays

and
w

as
com

m
unication

of
unavailability

.

66
12/14/2018

O
H

A
Em

ail
not

available
for

a
conference

call.
She

requested
an

in-person
m

eeting
and

that
C

IA
travel

to
for

a
conference

call
and

request
.

.
H

aw
aii

for
this

m
eeting.

for
in-person

m
eeting

.
C

IA
responded

to
T

rustee
LeiA

hu
isa

to
agree

to
an

in-person
m

eeting
and

to
request

her
and

CLA
’s

request
for

RM
C

om
m

ittee
.

.
.
.

.
.

.
.

.
T

rustee
R

obert
L

indsey
s

availability
after

the
holidays

for
in-person

m
eeting.

T
rustee

Lei A
hu

67
12/17/2018

O
H

A
C

hairs
availability

for
in-person

Em
ail

.

.
Isa

responded
that

she
w

ould
inform

C
IA

of
her

availability
once

she
returned

to
H

aw
aii

after
m

eeting
her

holiday
aw

ay
from

H
aw

aii.
C

IA
em

ailed
T

rustee
Iei

A
hu

Isa
to

follow
up

regarding
the

requested
in-person

m
eeting

and
to

CLA
’s

follow
up

request
for

RM
.

.
.

.
.
.

.
request

her
and

T
rustee

R
obert

Lindsey
s

availability.T
rustee

Lie
A

hu
Isa

responded
that

they
68

1/14/2018
O

H
A

C
om

m
ittee

C
hairs

availability
for

Em
ail

.
.

.
.

w
ere

w
orking

w
ith

T
rustee

H
ulu

Lindsey
on

getting
C

IA
s

invoices
paid

and
that

there
is

no
in-person

m
eeting

need
to

m
eet

in
person.

C
IA

follow
ed

up
w

ith
Phyllis

O
no-E

vangelista
regarding

the
status

of
docum

ents
requested

and
69

1/15/2018
O

H
A

CIA
’S

follow
up

on
status

of
Em

ail
to

ask
ifshe

had
review

ed
C

IA
’s

questions
from

12/7/2018
to

w
hich

Phyllis
had

m
entioned

she
docum

ent
request

w
as

drafting
a

response.
C

IA
receipt

of
request

from
a

C
IA

received
an

em
ail

from
a

reporter
w

ith
H

onolulu
Civil

B
eat

requesting
com

m
ents.

C
IA

70
1/16/2019

O
H

A
reporter

to
com

m
ent

on
status

Em
ail

forw
arded

the
em

ail
to

T
rustee

LeiA
hu

Isa
and

m
entioned

that
C

IA
’s

policy
is

notto
com

m
ent

report
sent

to
O

H
A

or
com

m
unicate

w
ith

the
press

on
any

of
our

clients.

71
1/23/2019

O
H

A
O

H
A

’s
com

m
unication

to
C

IA
of

E
m

al
C

IA
w

as
notified

that
T

rustee
A

hu
Isa

resigned
her

C
hairm

anship
of

the
R

esource
M

anagem
ent

interim
RM

C
om

m
ittee

C
hair

C
om

m
ittee

and
T

rustee
R

obert
L

indsey
is

the
interim

C
hairm

an
of

the
com

m
ittee.

C
IA

follow
ed

up
w

ith
Phyllis

O
no-E

vangelista
regarding

the
status

of
docum

ents
requested

and
72

2/1/2019
O

H
A

C
IA

’s
follow

up
on

status
of

Em
ail

to
ask

ifshe
had

review
ed

C
IA

’s
questions

from
12/7/2018

to
w

hich
Phyllis

had
m

entioned
she

docum
ent

request
w

as
drafting

a
response.

.
C

IA
w

as
notified

that
T

rustee
D

an
A

huna
w

as
voted

by
the

O
H

A
B

oard
ofT

rustees
as

the
new

O
H

A
’s

com
m

unication
to

C
IA

of
.

.
.

73
2/8/2019

O
H

A
.

Em
ail

R
esource

M
anagem

ent
C

om
m

ittee
C

hair
and

T
rustee

R
obert

L
indsey

rem
ained

as
the

V
ice-

new
RM

C
om

m
ittee

C
hair

C
hair.

P
repared

by
C

liftonL
arsonA

llen
LLP

For
C

hair
D

an
A

huna’s
and

V
ice-C

hair
R

obert
Lindsey’s

D
iscussion

w
ith

R
esource

M
anagem

ent
C

om
m

ittee
Page
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O
f
f
i
c
e

o
f

H
a
w

a
i
i
a
n

A
f
f
a
i
r
s

T
i
m

e
l
i
n
e

o
f

E
n

g
a
g

e
m

e
n

t
E

v
e
n
t
s

A
s

o
f

M
a
r
c
h

8
,

2
0
1
9

R
e
l
e
v

a
n

t

N
o

.
D

a
t
e

E
v
e
n
t

M
e
t
h
o
d

D
e
t
a
i
l
s

E
n

t
i
t
y

CLA
’s

f
o
l
l
o
w

u
p

o
n

s
t
a
t
u
s

o
f

74
2
/1

8
/2

0
1
9

O
H

A
E

m
ail

CLA
follow

ed
up

w
ith

Phyllis
O

no-E
vangelista

regarding
th

e
statu

s
of

docum
ents

req
u

ested
.

d
o
c
u
m

e
n
t

r
e
q
u
e
s
t

In-P
erson

75
3
/1

2
/2

0
1
9

O
H

A
M

eeting
w

ith
R

M
C

om
m

ittee
CLA

m
eeting

w
ith

R
M

C
om

m
ittee

L
eadership

at
O

H
A

office.
M

eeting

P
repared

by
C

liftonL
arsonA

llen
LLP

For
C

hair
D

an
A

h
u
n
as

and
V

ice-C
hair

R
obert

L
indsey’s

D
iscussion

w
ith

R
esource

M
anagem

ent
C

om
m

ittee
P

age
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O
ffice

of
H

aw
aiian

A
ffairs

C
o

n
tract

&
D

isbursem
ent

R
eview

(P
roposal

8-3):
T

en
tativ

e
T

im
etable

(U
pdated

4/2/2019)

i
,

I
]-

H
W

O
R

K
A

C
C

O
M

P
L

IS
H

E
D

T
O

D
A

T
E

I.
W

ednesday,
S

eptem
ber

5,
2018

W
ednesday,

S
eptem

ber
5,

2018
1

E
xecute

contract
betw

een
O

H
A

and
C

L
A

.
P

repare
docum

ent
request

list;
C

onduct
phone

interview
s

to
assess

2.
W

ednesday,
S

eptem
ber

5,
2018

F
riday,

S
eptem

ber
14,

2018
8

.

aailab
Ie

electronic
data

(purchasing:
accounting;

IT
)

3.
friday,

S
eptem

ber
14,2018

M
lestone

1:
S

u
b
m

it
d
o
cu

m
en

t
req

u
est

list
to

O
H

A
IL

L
C

s

4.
M

onday,
S

eptem
ber

17,
2018

F
riday,

S
eptem

ber
21,

2018
5

O
H

A
/L

L
C

s
to

provide
requested

docum
ents

and
data

.
R

eview
docum

ents
provided;

P
repare

for
process

and
risk

assessm
ent

5.
M

onday,
S

eptem
ber

24,
2018

F
riday,

O
ctober

5,
2018

10
.interview

s;
P

relim
inary

data
analytics

.
C

L
A

T
eam

O
n-S

ite
in

H
aw

aii:
C

onduct
process

and
risk

assessm
ent

6.
M

onday,
O

ctober
8,2011

F
riday,

O
ctober

12,2018
5

!nterview
s

7.
M

onda’,
O

ctober
IS,

2018
F

riday,
O

ctober
19,

2018
5

D
ocum

ent
interview

s

U
P

D
A

T
E

D
T

IM
E

T
A

B
L

E

L
T

uesday.
M

arch
12,

2019
C

L
A

M
E

E
T

IN
G

W
IT

H
R

E
S

O
U

R
C

E
M

A
N

A
G

E
M

E
N

T
C

O
M

M
IT

T
E

E
L

E
A

D
E

R
S

H
IP

.
D

U
E

D
A

T
E

O
F

A
L

L
O

U
T

S
T

A
N

D
IN

G
D

O
C

U
M

E
N

T
S

F
R

O
M

O
H

A
JL

L
C

S
:

B
alance

o
f tim

etable
is

dependent
on

O
H

A
and

the
2.

M
onday,

A
pril

29,
2019

..
L

L
C

s
providing

the
balance

o
f

the
outstanding

docum
ents

and
financial

data
by

this
date

.
.

P
erform

additional
data

analytics;
S

elect
sam

ple
o

f
contracts

and
3.

M
onday,

A
prit

29,
2019

F
riday,

M
ay

tO
,2019

tO
disbursem

ents
for

testing
4.

F
riday,

M
ay

10,
2019

M
ilestone

2:
S

u
b
m

it
sam

p
le

selection
to

O
H

A
/L

L
C

s

.
O

H
A

IL
L

C
s

to
gather

supporting
docum

entation
for

contracts
and

5.
M

onday,
M

ay
13,

2019
F

riday,
M

ay
3
1
,

2019
15

disbursem
ents

.
C

L
A

T
eam

O
n

-S
ite

in
H

aw
aii:

O
n

site
testing

o
f

contracts
and

6.
M

o
n

d
ay

,Ju
n

e3
.2

0
1

9
F

rid
ay

,Ju
n
el4

,2
0
1
9

10
.

disbursem
ents

(w
eek

1
and

2)

7.
M

onday,
June

17,
2019

F
riday,

July
12,

2019
20

C
L

A
T

eam
H

om
e

w
hile

O
H

A
/L

L
C

s
gather

additional
support

.
C

L
A

T
eam

O
n-S

ite
in

H
aw

aii:
O

n
site

testing
o
f

contracts
and

8.
M

onday,
July

15,
2019

F
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ACTION ITEM

Approve BOT executive policy amendments relating to a Trustee Protocol Allowance to
cover expenses incurred in the course of a trustee’s duties and responsibilities as shown in
Attachment “A” and Corresponding and Confirming Changes to the BOT Operations
Manual as shown in Attachment “B.”

II. ISSUE

Whether or not Section 3.5.n. of the OHA Board of Trustees Executive Policy Manual
should be amended along with corresponding and conforming changes to Section X.42 of
the OHA Board of Trustees Operations Manual in order to establish new criteria and
procedures for a Trustee Protocol Allowance that complies with OHA’s mission, QUA’s
policies, trustees’ fiduciary duties, and applicable state law.

III. DISCUSSION

History

The OHA 301 first established a Trustee allowance on June 28, 1991. The action taken
by the BOT established an allowance for each Trustee to cover incidental expenses
connected to Trustee functions and duties and adopted governing guidelines. The annual
allowance funding was set at $7,200 per Trustee, allotted on a semi-annual basis. The
source of funds was from OHA special funds.

The purposes of the Trustee allowance were (a) To develop and maintain an ongoing
communication network with beneficiaries and the general public; and (b) To promote a
broader understanding of Hawaiian issues; and encourage participation in the resolution
of those issues. Then-BOT Counsel Sherry P. Broder provided the then OHA
Administrator with a legal opinion regarding the proper structure and use of the Trustee
Annual Allowance on May 29, 1991.

In 1993, a Trustee protocol allowance was added to Section 10-9, Hawai’i Revised
Statutes by the Hawai’i State Legislature. The applicable language reads:

[Members of the OHA board:]

(4) Shall be allowed a protocol allowance to cover expenses incurred in the
course of a member’s duties and responsibilities.

The language to put a Trustee protocol allowance into law was not in the first draft of the
authorizing legislation, which originated in the Senate as legisLation related to Trustee
compensation (salary). Language relating to a Trustee protocol allowance first arose
during a House hearing in the House Committee on Hawaiian Affairs. llowever, the
inclusion of this allowance language raised concerns on the floor of the House of
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Representatives. Representatives spoke both against and in favor of the allowance
account, and ultimately, the language passed into law.

In response to the Hawai’i State Auditor’s (“State Auditor”) 2001 audit of OHA and
concerns regarding the Trustee Allowance Program, the now-inactive Committee on
Policy and Planning, chaired by Trustee John Waihe’e IV, pursued a measure which
would have made the Trustee allowance a reimbursable fund. That action did not receive
the votes to pass Committee, and did not advance to the BOT for consideration.

In 2013, the BOT expanded the use of the fund with the passage of Action Item ARM
#13-1 1, in response to Trustees’ desires to provide funds to recipients who were
otherwise ineligible for OHA grants. The combined fund of allowances and sponsorship
funds became the Trustee Sponsorship and Annual Allowance Fund (TSAAF), with
funding set at $22,200 per Trustee.

A moratorium was placed on the TSAAF on february 27, 2018, in response to concerns
raised in State Auditor Report No. 18-03.

Ad Hoc Committee on Grants and Sponsorships discussions, findings, and
recommendations

On August 1, 2017, the OHA BOT approved the formation of the Ad Hoc Committee on
Grants and Sponsorships (“Ad Hoc Committee”), with Trustee Colette Y. Machado as
Chair, Trustee John Waihe’e IV as Vice Chair, and David Laeha, Löpaka Baptiste, Misti
Pali-Oriol, and Monica Morris as members, passed with six yes votes and three excused
absences. The Ad Hoc Committee was created consistent with Hawai’i Revised Statutes
§92-2.5(b)(1). The review of the TSAAF fell within the purview of this Ad Hoc
Committee.

The issuance of the State Auditor’s Report No. 18-03 in February 2018, raised an
immediate need to review of the TSAAF and CEO-initiated sponsorships. In a proactive
response to concerns raised by the State Auditor in its report, the BOT took the cautious
measure of placing a moratorium on the TSAAF on February 27, 2018 via Action Item
BOT #18-01. That moratorium, effective february 27, 2018, on both the TSAAF and
CEO-initiated sponsorships, also called for the immediate return of the unused balance of
each Trustee’s TSAAF allotment to OHA. This moratorium remains in effect. The
moratorium passed with six yes votes and three no votes.

The Ad Hoc Committee convened, with the assistance of support staff, to review existing
policies, review external guidelines, and to discuss a proposed revised policy. The Ad
Hoc Committee reviewed the policies of other elected bodies, along with current OHA
policies and guideLines, Trustee fiduciary duties, the state ethics code, and audits
conducted of other governing bodies.

In its September 20, 2018 memorandum to the OHA Board of Trustees, the Ad Hoc
Committee made the following recommendations:
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• Rename the allowance to the Trustee Protocol Allowance (TPA) to match the
statutory language contained in Hawai’i Revised Statutes § 10-9;

• Revert to the original purposes of the Trustee allowance — establishing a
communication network and promoting a broader understanding and participation
in the resolution of Native Hawaiian issues;

• Set the current level for the TPA at $7,200.00 per Trustee seat, which was the
funding level prior to enactment of policy amendments in Action kern ARM #13-
11;

• Do not reallocate the leftover balance of the budgeted TSAAF funds totaling
$135,000 ($15,000 per Trustee seat), which represented the remaining Trustee
“sponsorship” portion of the funds, until the BOT takes a future vote on how
those remaining funds are to be disbursed;

• Make the TPA a reimbursable fund;
• Specify allowable and disallowable expenses; and
• Establish an appeal process when determinations made by the Administration

disallows an expenditure.

The detailed discussion and analysis in the Ad Hoc Committee’s September 20, 2018
memorandum on its findings and recommendations related to the TPA, which was
distributed to the BOT at its October 2, 2018 meeting, provides the basis for the proposed
policy amendments in Attachment A.

Summary of the October Il, 2018 Board of Trustees Discussions on the Ad Hoc
Committee’s findings and recommendations related to the proposed TPA policy
amendments

Following the dissemination of the Ad Hoc Committee’s finding on October 2, 2018, the
OHA BOT held discussions on the TPA on October 11, 2018. The Trustees offered the
following specific suggestions to change or edit the draft TPA policy:

• Have the BOT Chair approve expenditures for each Trustee; and
• Increase the total TPA amount per Trustee from $7,200 to $12,000 annually.

Another option is to increase the total TPA amount per Trustee to $13,804
annually, the same amount as the Hawaii Senate.

Two suggestions were made to defer the approval of the proposed TPA policy
amendments until either the BOT drafts policies for the Trustee sponsorship portion that
can be reviewed concurrently or until the Trustees have had more time to discuss the
proposed TPA policy. Neither recommendation was adopted by formal BOT action and
the matter was referred to the Resource Management Committee for further review and
action.

Approving this action item as it is currently written will implement the following:
• The February 27, 2018, moratorium on Trustee allowances will be lifted and the

TPA polIcy will be effective upon the approval of the second reading of this
action item by the Board of Trustees.
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• Each Trustee Protocol Allowance account begins with a fund of $7,200, available
on a reimbursable basis for eligible expenses, which are prescribed under the
policy amended by this action item.

• The TPA is available pet fiscal year cycle (July 1 through June 30). The TPA
shall be retained by OHA. Unspent amounts in the TPA fund will lapse at the end
of the fiscal year and will not carry over. Each TPA will start on July 1.

• Trustees will have access and be able to utilize TPA funds beginning July 1, 2019.
• The CEO shall be guided by the TPA policy to develop internal guidelines and

procedures for the use and administration of the TPA, including reporting
requirements, required documentation, and auditable record keeping.

• The budgeted TSAAF funds for fY2019, totaling $199,800 ($22,200 per Trustee
seat), will remain under continued moratorium until the DOT decides how those
remaining funds are to be reallocated in FY20 19, or such TSAAF funds will lapse
into fiscal reserve.

• The moratorium on the Trustee and CEO-initiated Sponsorships will remain in
place.

W ALTERNATIVES

A. Approve BOT executive policy amendments relating to a Trustee Protocol
Allowance to cover expenses incurred in the course of a trustee’s duties and
responsibilities as shown in Attachment “A” and Corresponding and Conforming
Changes to the BOT Operations Manual as shown in Attachment “B”

B. Do not approve BOT executive policy amendments relating to a Trustee Protocol
Allowance to covet expenses incurred in the course of a trustee’s duties and
responsibilities as shown in Attachment “A” and Corresponding and Conforming
Changes to the DOT Operations Manual as shown in Attachment “B”

C. Take no action

V. RECOMtVWNDATION

Approve BOT executive policy amendments relating to a Trustee Protocol Allowance to
cover expenses incurred in the course of a trustee’s duties and responsibilities as shown
in Attachment “A” and Corresponding and Conforming Changes to BOT Operations
Manual as shown in Attachment “B.”

The approval of this Executive Policy Amendment effectively lifts the moratorium on
Trustee allowance that was enacted by the Board of Trustees in BOT #18-01 on February
27, 2018; however, the moratorium on Trustee sponsorships and CEO-initiated
sponsorships remain in place until further action is taken on these policies.

VI. TIMEFRAME
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Immediate action is recommended.

The amended OHA BOT Executive Policy relating to Trustee Protocol Allowance will
take effect immediately upon approval by the BOT at its second reading approved by a
majority (5) vote of all the members to which the BOT is entitled, pursuant to the OHA
Board of Trustees Executive Policy Manual (Revised, February 2012), Subseries 1020
Policy Formation, Subsection 1 .2.a.

The TPA is available for use beginning July 1, 2019.

VII. FUNDING SOURCE

The TPA is set at $7,200 per Trustee seat and totals $64,800 for all nine (9) Trustees.
Funding will be budgeted in the FY2020 & FY202 I Biennium Budget.

VIII. ATTACHMENT

A. Proposed amendments to OHA Board of Trustees’ Executive Policy Manual,
SERIES 3000 ADMINISTRATION, Subseries 3050 Fiscal, Subsection Trustee
Sponsorship and Annual Allowance Fund (TSAAF), 3.5.n.

B. Conforming Changes to the OHA Board of Trustees’ Operations Manual, Section
X. Fiscal, Subsection 42. Trustee Sponsorship and Annual Allowance Procedures

C. The Ad Hoc Committee on Grants and Sponsorship’s memorandum to the OHA
Board of Trustees dated September 20, 2018 regarding its findings and
recommendations to the Trustee Sponsorship and Annual Allowance Fund
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ATTACHMENT A

Proposed Amendments to the OHA Board of Trustees’ Executive Policy Manual,
SERIES 3000 ADMINISTRATION, Subseries 3050 fiscal, Subsection Trustee

Sponsorship and Annual Allowance fund (TSAAF), 3.5.n.

The current OHA BOT executive policy relating to Trustee Sponsorship and Annual
Allowance Fund (TSAAF) is found in Action Item ARM #13-11 dated November 20, 2013,
Attachment A (note: approved changes are not incorporated yet into the manual).

Changes and edits to the OHA BOT Executive Policy are displayed as follows:
• New text that is added or inserted is displayed in underline or underscore and
• Text that is deleted is displayed in strike through.

DELETE
(Current approved policy)

Trustee Sponsorship and Annual Allowance fund (ThAAF)

3.5.n. Increasingly complex and diverse OHA projects such as investments, land
development and management, and partnership agreements require cnhanccd
capacity to immediately communicate and maintain communications with
beneficiaries through electronic media and traditional communications methods.

1. Each Trustee is allowed ouch amounts of the TSAAF as rwrwided by the B
Trustees to be used for incidental expenses connected with Trustee duffc to include:

a. developing and maintaining an ongoing communication network with
beneficiaries and the general public ouch expenditures may include:

(1) Copying and nn’±’cn uut mcurreu
constituents.

(2) Renting of facilities to meet with beneficiaries if 01-IA facifities are
not available within reasonable vicinity of the activity or event location.

(3) Facsimile, telecommunications, and other means of
communications with constituents.
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ATTACHMENT A

Proposed Amendments to the OHA Board of Trustees Executive Policy Manual, SERIES 3000
ADMINISTRATION, Subseries 3050 Fiscal, Subsection Trustee Sponsorship and Annual

Allowance Fund (TSAAF), 3.5.n.

b. promoting a broader understanding of Hawaiian issues within the
Hawaiian community and among the general public and to encourage participation
in the resolution of those issues;

c. covering thc costs connected with social and charitable functions a Trustee
is expected to support and may included sponsoring or assisting a faith based
organization’s halau, youth group, extracurricula after school activities and sports
activities provided those activities do not involve religious practices or acHvitic.

d. covering official travel, registration fees, and associated costs to attend
conferences, seminars or meetings;

c. to provide support for beneficiaries in their personal guest for
self improvement, capacity building, and for education;

f. providing funding to purchase school and educational supplies and
materials, audio visual presentation equipment, capacity building aids for schools
and organizations which may include:

(1) Repairing, replacing, and purchasing of computer hardware
including pcriphcral such as printers, sccrs, modems, routers, and
external hard drives for beneficiary organizations

(2) upgra&

g. providing compassionate
emergencies, naral disasters, and in
compassionate assistance may includc
for funeral or burial services, eye g1as
personal care items, and wheel chairs,
disabilities.

——-.—--—----J -----.

;sistancc to beneficiaries and their families for
their times of need. Examples of
but may not be limited to financial assistance
cs and vision aids, hearing aids, denturcs,
unmet needs of the elderly and persons with

u.auu uiuy .ire contrary
Hiwaiinn’ or hrrmi’c if- rn f-rtvc’nc” y ir Tnt’ mllJ . nc’

—

mission to better the conditions of

2. Expenditures from the TSAAF may be disallowed for nv of the following

i rl_ 1 ‘T1
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ATTACHMENT A

Proposed Amendments to the OHA Board of Trustees Executive Policy Manual, SERIES 3000
ADMINISTRATION, Subseries 3050 fiscal, Subsection Trustee Sponsorship and Annual

Allowance fund (TSAAF), 3.5.n.

rXnCrndihITCS are nrrific,11v diLa1lOwed by this policy’:

a. any cervices provided and goods rcccivcd for the personal benefit of the
Trustee and/or immediate family members.

b. Trustee’s computer hardware and sofhvare.

c. Trustee’s general office equipment and furniture.

d. grants and donations to religious and faith based organizations for
religious activities.

3. The annual TSAAF for each Trustee shall be $7,200.00 plus any additional
amount approved in its Total Operating Budget for this express purposc. Unspent
amounts in the fund shall bc returned to the OHA treasury via the 01-TA CEO. Each
Trustee’s account will be replenished each year to a minimum of $7,200.00.

4. Each Trustee will submit to the 01-TA CEO quarterly reports of expenditures
made from the TSAAF. As much documentation that can be provided for each
expenditure should be attached to the quarterly reports. Documentation may include
initial requests for assistance from a beneficiary or grantee, brochures or flyers or
pictures depicting the events sponsored, and expressions of thanks and rriHhi
Trustee’s grant or sponsorship.

5. It is not intended that the Trustee Sponsorship and Allowance fund supersede,
replace, diminish, or reduce the statutory compensation allowed to Trustees as
provided for in Chapter 10, Hawai’i Revised Statutes, as amended. It is also not
intended to be used for personal gain by a Trustee, which could result in converting the
personal use portion of the fund as additional taxable income that will be reported to
the Internal Revenue Service.

6. The CEO shall be guided by this policy-to develop internal guidelines and
procedures for the use and administration of the fund including reporting requirements
and auditable record keeping.

7. The Fund created by this policy will be called the 01-IA Board of Thictecs’
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ATTACHMENT A

Proposed Amendments to the OHA Board of Trustees Executive Policy Manual, SERIES 3000
ADMINISTRATION, Subseries 3050 Fiscal, Subsection Trustee Sponsorship and Annual

Allowance Fund (TSAAF), 3.5.n.

SponcorGhip and Annual Allowance Fund and the report of expenditures will be called the
Trutcc Quarterty Sponcorchip and Annual Allowance Expenditure Report.

ADD/INSERT

(Trustee Allowance Protocol Policy Amendments)

Trustee Protocol Aitozuance (TPA)

3.5.n. Each Trustee is allowed a Trustee Protocol Allowance (TPA) to be used to cover
expenses that are reasonably related to a Trustee’s official duties and responsibilities
(i.e., the normal and ordinary types of expenditures that a Trustee is reasonably
expected to incur in performing his or her representational and fiduciary duties), that
are consistent with OHA’s mission to better the conditions of Native Hawaiians, and
that comply with applicable laws and OHA policies. Use of the TPA for personal
purposes or purposes that are not reasonably related to a Trustee’s official duties and
responsibilities is prohibited, and such personal use may violate the Fair Treatment law
under the state Ethics Code, Section 84-13, Hawai’i Revised Statutes (I-IRS) and may
result in the personal use portion of the allowance being converted to additional taxable
income that must be reported to the Internal Revenue Service.

The purpose of the TPA is to develop and maintain an ongoing communication
network with beneficiaries and the general public, to promote a broader understanding
of Native Hawaiian issues within the Native Hawaiian community and among the
general public, and to encourage participation in the resolution of those issues;
provided that such communications comply with applicable laws and OHA policies,
such as the Board of Trustees’ Code of Conduct and restrictions related to campaign
activities.

1. Each Trustee is allowed an annual allowance, referred to as the “Trustee Protocol
Allowance” or “TPA” and as provided by FIRS 10-9(4), in an amount determined by
the Board of Trustees, to be used to cover expenses incurred in the course of a
Trustee’s official duties and responsibilities. Allowable uses of TPA funds are:

Communication expenses dedicated solely to OHA business:
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ATTACHMENT A

Proposed Amendments to the OHA Board of Trustees Executive Policy Manual, SERIES 3000
ADMINISTRATION, Subseries 3050 fiscal, Subsection Trustee Sponsorship and Annual

Allowance fund (TSAAF), 3.5.n.

ifi Service plans for home office internet, home office phone and fax, and
cellular phone, and

C?1 Web-based communication services;

Copying and postage costs;

Office supplies;

d. Books and reference materials;

Renting of meeting facilities, if OHA facilities are not available within a
reasonable vicinity of the activity or event location, and related expenses.
such as security services, cleaning or maintenance charges, and rental of
equipment. Meetings must be organized and attended by a Trustee or
Trustee’s staff to communicate with or educate beneficiaries or the general
public on matters relating to Native Hawaiians or the 01-IA Board of
Trustees;

f. Reasonable expenses for food and beverages, provided that if the food or
beverage expenses have been reimbursed by another source, such as per
diem, then reimbursement for that portion from the TPA is prohibited:

fl Purchased for a meeting or function, which includes one or more
person(s) who are not a Trustee or an employee of 01-IA, the purpose of
which is to communicate with or educate beneficiaries or the general
public on matters relating to Native Hawaiians or the OHA Board of
Trustees; or

(j Purchased for Trustees and staff who are required to be present at a
Board or Committee meeting that extends through the lunch or evening
hours. Expenses for food and beverages consumed by a Trustee or staff
as part of their daily work during the scope of their normalt work day
shall not be reimbursed;

g Reasonable expenses for lel and gifts, which are customarily exchanged with
fellow officials, honorees, special guests. and dignitaries at an event; and

Page 5 of 9



ATTACHMENT A

Proposed Amendments to the OHA Board of Trustees Executive Policy Manual, SERIES 3000
ADMINISTRATION, Subseries 3050 fiscal, Subsection Trustee Sponsorship and Annual

Allowance fund (TSAAF), 3.5.n.

ii. Reasonable expenses related to a Trustee’s official travel, registration fees,
and associated costs to attend conferences, seminars, or meetings. which shall
comply with existing OHA travel guidelines and approvals; provided that if
the travel cost or associated expenses have been reimbursed by another
source (example: per diem), then reimbursement for that portion from the
TPA is prohibited.

Certain expenditures may be found to be inappropriate uses of the TPA because: the
expenditure appears to be more personal in nature or otherwise does not appear to
be reasonably related to a Trustee’s official duties and responsibilities; the
expenditure is contrary to OHA’s mission to better the conditions of Native
Hawaiians; or the expenditure contravenes OHA policies or the law. The following
expenditures are specifically disallowed by this policy:

Food or beverages for Trustees and staff only, except when reasonably related
to a Trustee’s or staff member’s official duties, e.g., purchase of meals for
Trustees and staff who are required to be present at a Board or Committee
meeting that extends through the lunch or evening hours. Food or beverages
purchased to thank or appreciate staff or for social occasions or events, such
as birthday celebrations, farewell parties or retirement parties. are personal
expenses and are not reasonably related to a Trustee’s official duties;

Alcoholic beverages;

c. Political or charitable contributions;

4 Expenses related to campaign activities;

Expenses which are personal in nature, such as drycleaning expenses.
transportation costs to and from work (including mileage). legal fees and
costs, monthly parking costs for employee or Trustee parking, and airline
club membership and lounge access;

f Gifts: purchase of retirement gifts; thank you or appreciation gifts;
bereavement, ftmeral, or sympathy gifts or flowers; welcome gifts; farewell
gifts; anniversary gifts; birthday gifts; congratulation gifts; and any other gifts
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ATTACHMENT A

Proposed Amendments to the OHA Board of Trustees’ Executive Policy Manual,
SERIES 3000 ADMINISTRATION, Subseries 3050 Fiscal, Subsection Trustee

Sponsorship and Annual Allowance Fund (TSAAF), 3.5.n.

The current OHA BOT executive policy relating to Trustee Sponsorship and Annual
Allowance Fund (TSAAF) is found in Action Item ARM #13-11 dated November 20, 2013,
Attachment A (note: approved changes are not incorporated yet into the manual).

Changes and edits to the OHA BOT Executive Policy are displayed as follows:
• New text that is added or inserted is displayed in underline or underscore and
• Text that is deleted is displayed in strike through.

DELETE
(Current approved policy)

Truc tee Sponsorship and Annual Attowance fund (TSAAF

Incrcasingly complex and diverse 01-IA projects such as investments, land
development and management, and partnership agreements require enhanced
capacity to immediately communicate and maintain communications with
beneficiaries through electronic media and traditional communications methods.

1. Each Trustee is allowed such amounts of the TSAAF as provided by the Board of
Trustees to be used for incidental expenses connected with Trustee duties to include

a. developing and maintaining an ongoing communication network v1
ciarics and the c’i’nr’ril nublic such r,cnrnr1ihiw mw include:

(1) Copying and postage costs incurred in communicating with
constituents.

(2) Renting of facilities to meet with bcnefida tIT A

not available within reasonable virinift’ of the nrvi

tilc, telecommunicatior
with constituents.
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ATTACHMENT A

Proposed Amendments to the OHA Board of Trustees Executive Policy Manual, SERIES 3000
ADMINISTRATION, Subseries 3050 fiscal, Subsection Trustee Sponsorship and Annual

Allowance fund (TSAAF), 3.5.n.

b. promoting a bro””
Hawaiian community and
in the resolution of those issues;

II andc en ipation

c. covering the costs connected with social and charitable functions a Trustee
is expected to support and may included sponsoring or assisting a faith based
organization’s halpu, youth group, cxtracurricula after school activities and sports
activific provided those activities do not involve religious practices or acth’fflcs.

d. covering official travel, registration fees, and associated costs to attend
conferences, seminars or meetings;

c. to provide support for beneficiaries in thcir personal guest for
self improvement, capacity building, and for education;

f providing funding to purchase school and educational supplies and
materials, audio visual presentation equipment, capacity building aids for cchools
and organizations which may include:

(1-) Repairing, replacing, and purchasing of computer hardware
including peripherals such as printers, scanners, modems, routers, and
external hard drives for beneficiary organizations

(2) upgrade or purchase sofhvare for bencfid’ orgzation use.

g. providing compassionate assistance to beneficiaries and their families for
emergencies, natural disasters, and in their times of need. Examples of

. .udc but may not bc limited to financial assistance
for funeral or burial services, eye glasses and vision aids, hearing aids, dentures,
personal care items, and wheel chairs, unmet needs of the elderly and persons with

r.flrfl n.,pn, fin *fl flmntrPfl fi nfl fl, fi, r Inn I

disabulities

2. Expenditures from the TSAAF may be disallowed for any of the following
they arc contrar’ f- k ., n, .,r.nn 1,,,ii.,,,. 4.1,,, Creasons: because. J IS.) S.p AS S J AS L .fl.IAtS C LI) IJS. I LL..S

Hawaiians or because it contravenes this OHA policy or the law. The following
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,cnditurcs are specifically disallowed by this policy:

a any services provided and goods received for the personal benefit
Trustee and/or immediate family members.

b. Trustee’s computer hardware and software.

c. Trustee’s general office equipment and furniture.

d. grants and donations to religious and faith based organizations for
religious activities.

3. The annual TSAAF for each Trustee shall be $7,200.00 plus any additional
amount approved in its Total Operating Budget for this express purpose. Unspent
amounts in the Fund shall be returned to the OHA treasury via the OHA CEO. Each
Trustee’s account will be replenished each year to a minimum of $7,200.00.

4 Each Trustee will submit to the OHA CEO quarterly reports of expenditures
made from the ThAAF. As much documentation that can be provided for each
expenditure should be attached to the quarterly reports. Documentation may include
initial requests for assistance from a beneficiary’ or grantee, brochures or flyers or
pictures depicting the events sponsored, and expressions of thanks and gratitude for the
Trustee’s grant or sponsorship.

5. It is not intended that the Trustee Sponsorship and Allowance Fund supersede,
replace, diminish, or reduce the statutory’ compensation allowed to Trustees as
provided for in Chapter 10, Hawai’i Revised Statutes, as amended. It is also not
intended to be used for personal gain by a Trustee, which could result in converting the
personal usc portion of the fund as additional taxable income that will be reported to
the Internal Revenue Service.

6-i--- The CEO shall be guided by this policy to develop internal guidelines and
procedures for the use and administration of the fund including reporting requirements
and auditable record keeping.

7. The Fund created by this policy will be called the OHA Board of Trustees’
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Sponsorship and Annual Allowance Fund and the report of expenditures will be called the
Truotec Quarterly Sponsorship and Annual Altowance Expenditure Report.

ADD/INSERT

(Trustee Allowance Protocol Policy Amendments)

Trustee Protocol Allowance (TPA)

3.5.n. Each Trustee is allowed a Trustee Protocol Allowance (TPA) to be used to cover
expenses that are reasonably related to a Trustee’s official duties and responsibilities
(i.e., the normal and ordinary types of expenditures that a Trustee is reasonably
expected to incur in performing his or her representational and fiduciary duties), that
are consistent with OHA’s mission to better the conditions of Native Hawailans, and
that comply with applicable laws and OHA policies. Use of the TPA for personal
purposes or purposes that are not reasonably related to a Trustee’s official duties and
responsibilities is prohibited, and such personal use may violate the Fair Treatment law
under the state Ethics Code, Section 84-13, Hawai’i Revised Statutes (HRS) and may
result in the personal use portion of the allowance being converted to additional taxable
income that must be reported to the Internal Revenue Service.

The purpose of the IPA is to develop and maintain an ongoing communication
network with beneficiaries and the general public, to promote a broader understanding
of Native Hawaiian issues within the Native Hawaiian community and among the
general pubhc and to encourage participation in the resolution of those issues;
provided that such communications comply with applicable laws and OHA policies.
such as the Board of Trustees’ Code of Conduct and restrictions related to campaign
activities.

1. Each Trustee is allowed an annual allowance, referred to as the “Trustee Protocol
Allowance” or “TPA” and as provided by HRS 10-9(4), in an amount determined by
the Board of Trustees, to be used to cover expenses incurred in the course of a
Trustee’s official duties and responsibilities. Allowable uses of TPA funds are:

Communication expenses dedicated solely to OHA business:

Page 4 of 9



ATTACHMENT A

Proposed Amendments to the OHA Board of Trustees Executive Policy Manual, SERIES 3000
ADMINISTRATION, Subseries 3050 Fiscal, Subsection Trustee Sponsorship and Annual

Allowance fund (TSAAF), 3.5.n.

LU Service plans for home office internet, home office phone and fax, and
cellular phone. and
Web-based communication services

L. Copying and postage costs;

Office supplies;

d. Books and reference materials;

Renting of meeting facilities, if OHA facilities are not available within a
reasonable vicinity of the activity or event location, and related expenses.
such as security services, cleaning or maintenance charges, and rental of
equipment. Meetings must be organized and attended by a Trustee or
Trustee’s staff to communicate with or educate beneficiaries or the general
public on matters relating to Native Hawaiians or the OHA Board of
Trustees;

Reasonable expenses for food and beverages, provided that if the food or
beverage expenses have been reimbursed by another source, such as per
diem, then reimbursement for that portion from the TPA is prohibited:

fl Purchased for a meeting or function, which includes one or more
person(s) who are not a Trustee or an employee of OHA, the purpose of
which is to communicate with or educate beneficiaries or the general
public on matters relating to Native Hawaiians or the OHA Board of
Trustees; or
Purchased for Trustees and staff who are required to be present at a
Board or Committee meeting that extends through the lunch or evening
hours. Expenses for food and beverages consumed by a Trustee or staff
as part of their daily work during the scope of their normalt work day
shall not be reimbursed;

g± Reasonable expenses for lei and gifts, which are customarily exchanged with
fellow officials, honorees, special guests, and dignitaries at an event; and
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ii Reasonable expenses related to a Trustee’s official travel, registration fees,
and associated costs to attend conferences, seminars, or meetings, which shall
comply with existing OHA travel guidelines and approvals; provided that if
the travel cost or associated expenses have been reimbursed by another
source (example: per diem), then reimbursement for that portion from the
TPA is prohibited.

2 Certain expenditures may be found to be inappropriate uses of the TPA because: the
expenditure appears to be more personal in nature or otherwise does not appear to
be reasonably related to a Trustee’s official duties and responsibilities; the
expenditure is contrary to OHA’s mission to better the conditions of Native
Hawaiians; or the expenditure contravenes OHA policies or the law. The following
expenditures are specifically disallowed by this policy:

Food or beverages for Trustees and staff only, except when reasonably related
to a Trustee’s or staff member’s official duties, e.g.. purchase of meals for
Trustees and staff who are required to be present at a Board or Committee
meeting that extends through the lunch or evening hours. food or beverages
purchased to thank or appreciate staff or for social occasions or events, such
as birthday celebrations, farewell parties. or retirement parties. are personal
expenses and are not reasonably related to a Trustee’s official duties;

i, Alcoholic beverages;

c Political or charitable contributions;

4 Expenses related to campaign activities;

Expenses which are personal in nature, such as dry cleaning expenses,
transportation costs to and from work (including mileage). legal fees and
costs, monthly parking costs for employee or Trustee parking, and airline
club membership and lounge access;

L Gifts: purchase of retirement gifts; thank you or appreciation gifts;
bereavement, funeral, or sympathy gifts or flowers; welcome gifts; farewell
gifts; anniversary gifts; birthday gifts; congratulation gifts; and any other gifii
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for Trustees, staff, and others, except for gifts purchased in compliance with
subsection 1.g., above;

g Tickets for recreational or entertainment events and fundraisers;

ii. Membership fees and dues for business, community or social organizations;

financial support, grants, loans, or sponsorships, whether direct or indirect,
to individuals, groups. or organizations;

j, Any expenses reimbursed from another source that would otherwise
duplicate payment or reimbursement;

ice. Any services provided and goods received for the personal benefit of the
Trustee or his or her immediate family members, other Trustees or their
immediate family members, and OHA employees;

i Computer hardware and software;

rn. General office and communication equipment; and

n. General office furniture.

3. The annual TPA for each Trustee shall be $7,200.00, or other amount approved by
the Board, per fiscal year cycle (July 1 through lune 30). The TPA shall be retained
by OHA. Unspent amounts in the TPA fund will lapse at the end of the fiscal year
and will not carry over. Each TPA will start on July 1.

To utilize the TPA retained by OHA, Trustees must submit a request for
reimbursement or a request for an advance; provided that such an advance will be
payable directly to a merchant or vendor only. Trustees must show that the primary
purpose of the expenditure is in support of or a result of an official Trustee duty
consistent with the allowable expenses listed above. The Trustee shall be required to
fill out a certification form in which the Trustee certifies that the claimed
reimbursement or advance is true and correct and that it complies with applicable
laws and OHA policies.
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In processing a request for reimbursement or advance, OHA Administration may
request additional information necessary to determine compliance of a claimed
expenditure with applicable laws and OHA policies. The approval by OHA
Administration of a request for reimbursement or advance shall not be construed to
mean that an expenditure complies with the state ethics code; the final authority on
the ethics code is the Hawai’i State Ethics Commission. It is the responsibility of the
individual Trustee to ensure compliance with the state ethics code and Trustees are
encouraged to consult with the state Ethics Commission on questions related to
compliance with the state ethics code.

Items purchased with TPA funds are the property of OHA. Non-perishable and
non-consumable items purchased with the TPA, except for gifts purchased in
compliance with subsection 1.g.. above, shall be surrendered to the 01-IA
Administration upon the Trustee’s separation from OHA.

A TPA expense must be deducted from the same fiscal year’s allocation in which the
expense was incurred. A prior year’s expense cannot be paid from the current or a
future fiscal year’s TI’A allocation. Each Trustee is responsible for paying any TPA
expenses incurred that are in excess of a given fiscal year’s TPA allocated amount.

8. The use of the TPA to purchase goods or services in the amount of $2,500 or more
shall be from businesses that provide proof of compliance with state and federal
taxes and the Department of Labor and Industrial Relations (DLIR), and are also in
good standing with the Department of Commerce and Consumer Affairs (DCCM.
further, the purchase of goods or services in the amount of $5,000 or more shall be
in accordance with all applicable laws and administrative rules governing
procurement.

In cases where an expenditure is determined to be impermissible by OHA
Administration, the Trustee or the CEO may consult with the Hawai’i State Ethics
Commission, as necessary. The Trustee may appeal the determination made by
OHA Administration, in writing, to the Chairperson of the BOT. The Chairperson
shall render a written decision on the appeal within seven (7 business days. which
shall be final.
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iQ This poiicyjs subject to the Board of Trustees’ Code of Conduct and sanctions
contained therein.

11 OHA Administration shall compile and transmit to the 01-IA BOT a quarterly report
of expenditures made by each Trustee from his or her TPA. The quarterly report of
expenditures shall also be posted to 01-IA’s public website in a timely manner
thereafter.

i2 It is not intended that the TPA supersede, replace. diminish, or reduce the statutory
compensation allowed to Trustees as provided for in Chapter 10, Hawai’i Revised
Statutes, as amended.

j The CEO shall be guided by this policy to develop internal guidelines and
procedures for the use and administration of the TPA, including reporting
requirements. required documentation, and auditable record keepin

The Fund created by this policy will be called the 01-IA Board of Trustees’ Protocol
Allowance Fund and the quarterly report of expenditures will be called the Trustee
Quarterly Protocol Allowance Expenditure Report.
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Corresponding and Confirming Changes to the BOT Operations Manual, Section X.
Fiscal, Subsection 42. Trustee Sponsorships and Annual Allowance Procedures

The current Trustee Sponsorship and Annual Allowance Procedures adopted to the OHA
BOT Operations Manual is found in Action Item ARM #13-11 dated November 20, 2013,
Attachment B (note: approved changes are not incorporated yet into the manual).

Changes and edits to the 01-IA BOT Executive Policy are displayed as follows:
• New text that is added or inserted is displayed in underline or underscore; and
• Text that is deleted is displayed in trilce through.

DELETE
(Current approved procedures)

.1 _1i

12.a. Each Trustee is allowed an annual amount as provided by the Board to be
used for developing and maintaining an ongoing communication nctwork with
beneficianes (and the general public), to promote a broader understanding of Hawaiian
issues within the Hawaiian community and among the general public, and to encourage
participation in the resolution of those issues.

42b. Any part of the allowance that is used for personal gain by a Trustee or
Trustee’s immediate family may be subject to IRS rules and State of Hawaii taxation.

42.c. Procedures

42.c.1. On the first working day of the fiscal year (01-lA’s fiscal year is July
1 through June 30) the CEO shall arrange to have deposited in each Trustee’s checking
account the amount of the BOT approved allowance for that year, provided that the
Trustee Quarterly Sponsorship and Annual Allowance Expenditure Report (TQSAAER)
rrrrivril frnm thc’ Tn191-c’r9 nrc’ up to date for all previnai niinrfrr nn any unexpended
funds arc returned with the TQSAAER for th quarter ending June 30.

42.c2. Trustees prepare and Lbrmt TQSAAER to the OHA Chief
Financial Officer within fifteen (15) calendar days of the end of a quarter.
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12.c.3. The 01-IA CEO or Ms/her designee reviews each TQSAAER for
compliance with OHA Executhrc Policy Manual and Chapter 10, FIRS. Trustees arc
notified of any expenditure(s) that does/do not comply with the 01-IA Board of Trustees
Executive Policy Manual and Hawaii Revised Statutes Chapter 10 and must reimburse
OHA and must amend the quarterly expenditure report. Reports in compliance arc
forwarded to the OHA Comptroller for filing. All TQSAAER arc maintained by 01-TA
for six (6) years after audit.

4’r4 Trn’1-rc” mii’f- rr’hirn nrvu linc’ynrrn

E

ii in -i
r 4.e4- - • TQS\4

for the quar-eig-Jur” ‘2fl C d to the
BOT Chair and other appropriate authorities.

ADD/INSERT

(Trustee Protocol Allowance Procedures Amendments)

42. Trustee Protocol Allowance Procedures

42a. Each Trustee is allowed a Trustee Protocol Allowance fTPA) to be used to
cover expenses that are reasonably related to a Trustee’s official duties and
responsibilities (i.e., the normal and ordinary types of expenditures that a
Trustee is reasonably expected to incur in performing his or her
representational and fiduciary duties), that are consistent with OHA’s mission
to better the conditions of Native Hawaiians, and that comply with applicable
laws and OHA policies. Use of the TPA for personal purposes or purposes
that are not reasonably related to a Trustee’s official duties and responsibilities
is prohibited, and such personal use may also violate the Fair Treatment law
under the state Ethics Code, Section 84-13, Hawai’i Revised Statutes (FIRS)
and may result in the personal use portion of the allowance being converted to
additional taxable income that must be reported to the Internal Revenue
Service.

42.b. The purpose of the TPA is to develop and maintain an ongoing
communication network with beneficiaries and the general public, to promote
a broader understanding of Native Hawaiian issues within the Native
1Iawaiian community and among the general public, and to encourage
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participation in the resolution of those issues; provided that such
communications comply with applicable laws and OHA policies, such as the
Board of Trustees’ Code of Conduct and restrictions related to campaign
activities.

42.c. The annual TPA for each Trustee shall be $7,200.00, or other amount approved
by the Board, per fiscal year cycle Uuly 1 through Tune 30). The TPA shall be
retained by OHA. Unspent amounts in the TPA fund will lapse at the end of
the fiscal year and will not carry over. Each TPA will start on Tuly 1.

42.d. To utilize TPA funds, Trustees must submit a request for reimbursement or a
request for an advance; provided that such an advance will be payable directly
to a merchant or vendor only.

42 The CEO shall be guided by Trustee Protocol Allowance policy to develop
internal guidelines and procedures for the use and administration of the TPA,
including reporting requirements. required documentation, and auditable
record keeping.
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OFFICE OF
HAWMIN AFFAIRS

STATE OF HAWAI
RCEIVEO-BOT

ZOISEP2IP 51ib

DATE: September 20, 2018

it): OHA Board of Trustees

FROM: Trustee Colette Y. Machado
Chair, Ad Hoc Committee on Grants and Sponsorships

SUBJECT: Findings and Recommendations from the Ad Hoc Committee on Grants and
Sponsorships related to the Trustee Sponsorship and Annual Allowance Fund

Background

Since 1991, the Office of Hawaiian Affairs (“OHA”) has made individual annual allowance
funds available to each Trustee on the Board of Trustees (“BOT”). lii 1993, these funds were
codified through the passage of legislation at the Hawai’i State Legislature, with language
allowing for Trustee use of a protocol allowance being placed into Section 10-9, Hawai’i
Revised Statutes. This purpose of this fund was expanded by BOT action in 2013 to include a
sponsorship allowance, creating the Trustee Sponsorship and Annual Allowance fund
(“TSAAF’).

On August 1, 2017, the OHA BOT approved the formation of the Ad Hoc Committee on Grants
and Sponsorships (“Ad Hoc Committee”), with Trustee Colette Y. Machado as Chair, Trustee
John Waihc’e IV as Vice Chair, and David Laeha, Lopaka Baptiste, Misti Pali-Oriol, and Monica
Morris as members, passed with six yes votes and three excused absences. The Ad Hoc
Committee was created consistent with Hawai’i Revised Statutes92-2.5(b)(1). The TSAAF is
under the purview of this Ad Hoc Committee.

The issuance of the State Auditor’s Report No. 18-03 in February 2018, raised an immediate
need to review of the TSAAF and CEO-initiated sponsorships. In a proactive response to
concerns raised by the Hawai’i State Auditor (“State Auditor”) in his report, the 301 took the
cautious measure of placing a moratorium on the TSAAF on february 27, 2018. That
moratorium, effective February 27, 2018, on both the TSAAF and CEO-initiated sponsorships,
also called for the immediate return of the unused balance of each Trustee’s TSAAF allotment to
OHA. This moratorium remains in effect. The moratorium passed with six yes votes and three
no votes. /

OFFICE OF HAWAIIAN AFFAIRS
Interoffice Memorandum
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The Ad Hoc Committee convened, with the assistance of support staff, to review existing
policies, review external guidelines, and to discuss a proposed revised policy. This report serves
as the Ad Hoc Committee’s findings and recommendations for the Trustee allowance.

PatLqf

Thursday, January 25, 2018 Friday, April 27, 2018
Thursday, February 15, 2016 Friday, May 25, 2018
Thursday, March 1, 2018 Wednesday, July 18, 2018
Thursday, March 15, 2018 Tuesday, August 14, 2018
Thursday, April 5, 2018 Tuesday, August 28, 2018
Tuesday. April 10, 2018 Thursday, September 14, 2018

Support Staff and Research Materials

In addition to the Ad Hoc Committee members, several members from the Administration staff
were present at meetings to provide support in subject matter expertise and in program
operations knowledge. These staff members were Everett Ohta from Corporation Counsel,
Controller Gloria Li, and Public Relations Officer Sterling Wong. BOT staff Melissa Wennihan,
Crayn Kauahi Akina, Carol Ho’omanawanui, Laurene Kaluau-Kealoha, and Dayna Pa provided
logistical and technical support.

The Ad Hoc Committee studied, examined, and consulted with a variety of existing materials
and publications. These included existing internal OHA policies, as well as those related to
allowance expenditures for elected officials of other legislative bodies. These materials are:

• Section 10-9, Hawai’i Revised Statutes
https://www.capitoLhawaii, gov/hrscu rrenc/VolO 1 Ch000 1-
0042F/HRSOO 10/HRS 001 0-0009htm

• Action Item ARM #13-11, “Approval of BOT Executive Policy Amendment
relating to Trustee Sponsorship and Annual Allowance Fund as shown in
Attachment “A” and Corresponding and Conforming Changes to BOT Executive
Policies as shown in Attachment “B”

• Action Item PP-09.01, Committee on Policy & Planning (March 30, 2001) (not
adopted).

• OHA Trustee Sponsorship and Annual Allowance Fund, Internal Guidelines and
Procedures, May 2016

• Report No. 18-03, Audit of the Office of Hawaiian Affairs, A Report to the
Governor and the Legislature of the State of Hawai’i, February 2018
http://filesiiawaiLgov/auditor/Reports/2018/1 8-03p1f

• Hawai’i State Ethics Commission, Application of the State Ethics Code to Use of
Legislative Allowance fund, June 5, 2014
https://ethics.hawaiiov/wp
content/uploads/20 I 4/06fLeslativeAllowancefundscf
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• Guidelines on the Use of Legislators’ Annual Allowance, posted July 24, 2014
http://ethics.hawaii.gov/wp-content/uploads/20 1 4/O7fLegAllowance.pdf

• 20 15-2016 Administrative and Financial Manual of the Senate, State of Hawai’i,
Adopted January 21, 2015
https://www.capitol.hawaii.gov/docs/AdminManual.pdf

• Report No. 12-07, Audit of the Policies and Procedures Relating to the Honolulu
City Council’s Annual Contingency Allowance, Office of the City Auditor, City
and County of Honolulu
https://www.honofuJu.gov/rep/site/oca/oca docs/council annual contingency all
owance final report.pdf

Historical Information

The OHA HOT first established a Trustee allowance on June 28, 1991. The action taken by the
HOT established an allowance for each Trustee to cover incidental expenses connected to
Trustee functions and duties and adopted governing guidelines. The annual allowance funding
was set at $7,200 per Trustee, allotted on a semi-annual basis. The source of funds was from
OHA special funds.

The purposes of the Trustee allowance were (a) To develop and maintain an ongoing
communication network with beneficiaries and the general public; and (b) To promote a broader
understanding of Hawaiian issues; and encourage participation in the resolution of those issues.
Then-BOT Counsel Sherry P. Broder provided the then OHA Administrator with a legal opinion
regarding the proper structure and use of the Trustee Annual Allowance on May 29, 1991.

In 1993, a Trustee protocol allowance was added to Section 10-9, Hawai’i Revised Statutes by
the Hawai’i State Legislature. The applicable language reads:

(Members of the OHA board:)

(4) Shalt be allowed a protocol allowance to cover expenses incurred in the course of a
member’s duties and responsibilities.

The language to put a Trustee protocol allowance into law was not in the first draft of the
authorizing legislation, which originated in the Senate as legislation related to Trustee
compensation (salary). Language relating to a Trustee protocol allowance first arose during a
House hearing in the House Committee on Hawaiian Affairs. However, the inclusion of this
allowance language raised concerns on the floor of the House of Representatives.
Representatives spoke both against and in favor of the allowance account, and ultimately, the
language passed into law.

In response to the Hawai’i State Auditor’s 2001 audit of OHA and concerns regarding the
Trustee Allowance Program, the now-inactive Committee on Policy and Planning, chaired by
Trustee John Waihe’e IN, pursued a measure which would have made the Trustee allowance a
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reimbursable fund. That action did not receive the votes to pass Committee, and did not advance
to the BOT for consideration.

In 2013, the BOT expanded the use of the fund with the passage of ARM #13-11, in response to
Trustees’ desires to provide funds to recipients who were otherwise ineligible for OHA grants.
The combined fund of allowances and sponsorship funds is the present-day TSAAF of $22,200
per Trustee seat.

As previously stated earlier in this report, a moratorium was placed on the TSAAF on February
27, 2018, in response to concerns raised in State Auditor Report No. 18-03.

State Auditor Reviews of OHA Trustee Allowances

In its 2001 audit of OHA, the Hawai’i State Auditor raised concerns regarding OHA’s Trustee
Allowance Program. The State Auditor found that certain Trustees co-mingled the annual
allowance with personal funds; made interest-free personal loans for themselves and family
members; spent allowances on questionable expenses; and did not always return unspent annual
allowances. The State Auditor noted that “[t]hese trustees appear to have failed to uphold their
responsibility of loyalty, and may have instead spent funds of personal needs and interests.”

The State Auditor indicated that advancing allowances created issues, and therefore
recommended that Trustee allowances be disbursed on a reimbursable basis.

In its 2005 audit of OHA, the State Auditor found that that the same issues identified in the 2001
audit continued. The auditor again recommended disbursing Trustee allowances on a
reimbursable basis.

In its February 2018 audit of OHA, the State Auditor found that the rules governing Trustee
allowances are “broad and arbitrarily enforced, resulting in many instances of questionable
spending.” The State Auditor further noted that policies and procedures for the program are
“incomplete” and “inconsistent, contradictory, and include undefined terminology, which is
subject to varying interpretations by trustees and the Administration.” The State Auditor also
found that the Administration allowed noncompliant spending.

In both the 2005 and 2018 reports, the State Auditor stated that while trustee allowance
expenditures are small and just a fraction of OHA’s overall spending, they are reflective of
broader issues of how Of-IA manages trust funds.
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In 2018, the State Auditor offered the following recommendations for the Trustee allowance
program:

01-IA Board of Trustees

In genera]: (page 44)

d. Provide greater transparency into OHA’s administration of trust assets, incLuding
OHA’s fiscal year budgets and actual expenditures, specific information regarding the
Grants, Sponsorships, and other funding awarded by OHA, OHA’s investment
portfolio holdings and returns, and expenditures by trustees using Trustee
Allowances. Consider posting such information on OHA’s website or some other
similarly accessible public portal.

5. With respect to Trustee Allowances: (pages 46-4 7)

a. Amend the Trustee Allowances policy to restrict the use of Trustee Allowances to
expenses incurred by trustees relating to their communication with beneficiaries and
the public, as was the original purpose of the Trustee Allowances, and reduce the
Trustee Allowances to an amount determined by the board to be reasonably necessary
for that purpose.

b. Prohibit the use of Trustee Allowances to provide financial support, direct or
otherwise, to individuals, groups, or organizations. Require requests for financial
support by individuals, groups, or organizations to be approved by the board and
funded through a program other than Trustee Allowances.

c. Work with the Administration to more clearly define procedures related to the use
and administration of Trustee Allowances.

d. Require trustees to seek reimbursement of expenses; do not disburse the totaL amount
of Trustee Allowances to trustees at the beginning of the fiscal year or otherwise
advance any funds to trustees.

e. Review and amend, as needed, the sanctions established in the Code of Conduct for
violations of Trustee Allowance policies and procedures and establish a process to
ensure enforcement of sanctions to appropriately address such violations.

f. Ensure that the purpose and use of Trustee Allowances aligns and is consistent with:
(a) OHA’s mission; (b) OHA’s policies and procedures; (c) trustees’ fiduciary duties;
and (d) State laws.
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01-IA Administration

5. With respect to Trustee Allowances: (page 48)

a. Monitor and review trustees’ use of Trustee Allowances and ensure expenditures
using Trustee Allowances comply with the Trustee Allowances policy.

b. Establish procedures to more clearly define the Administration’s role and procedures
for administering and monitoring the use of Trustee Allowances.

c. Report to the board the specific expenditures approved and reimbursed to each trustee
using Trustee Allowances.

ci. Create a formal appeal process for trustees to request a second determination of
whether they are entitled to reimbursement of expenses using Trustee Allowances, for
instance, through staff whose regular duties do not involve review and approval of
Trustee Allowances.

Discussion and findings

The work of this Ad Hoc Committee to review the TSAAF was considerable. The Ad Hoc
Committee acknowledged the importance of considering all the recommendations of the 2018
State Auditor’s report, while taking consideration of Trustee expectations, as well as OHA’s
unique role and how it differs from other elected legislative bodies. In order to have a strong•
base of comparisons, the Ad Hoc Committee reviewed the policies of other elected bodies, along
with current OHA guidelines, Trustee fiduciary duties, the state ethics code, and audits
conducted of other governing bodies.

In order to expedite meetings, the Ad Hoc Committee adopted a process in which they agreed to
policy concepts, but a smaller team would draft the precise language to match those objectives.
The drafted language was brought back to the full Ad Hoc Committee for review and consent.
This agreement, and agreement to specific policies in the Ad Hoc Committee’s draft policy
recommendation, were all unanimous decisions of the Ad Hoc Committee.

The Ad Hoc Committee agreed that the name of the allowance should be the Trustee Protocol
Allowance (TPA) to match the purpose of the statutory language contained in Section 10-9 of
Hawai’i Revised Statutes. The Ad Hoc Committee agreed that it would recommend reverting to
the original purposes of the Trustee allowance — establishing a communication network and
promoting a broader understanding and participation in the resolution of Native Hawaiian issues,
as recommended by the State Auditor.

The Ad Hoc Committee also decided to recommend that the current level for the TPA be set at
$7,200.00 per Trustee seat, which was the funding level prior to enactment of ARM #13-11.
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Importantly, the Ad Hoc recommends that the leftover balance of the budgeted TSAAF funds,
which represented the remaining Trustee “sponsorship” portion of the funds, not be reallocated
until the BOT takes a future vote on how those remaining funds are to be disbursed. Those funds
total $135,000 ($15,000 per Trustee seat). Until action is taken, the remaining “sponsorship”
funds should remain under continued moratorium

The Ad Hoc agreed that the Trustee Protocol Allowance should be a reimbursable fund, which
also satisfies longstanding recommendations of the State Auditor and aligns with the
administration of similar allowance funds. The audits of the State Legislature’s Legislative
Allowance, and the Honolulu City Council’s Annual Contingency Allowance provided much
direction in suggestable models and summaries of other allowance accounts from other
jurisdictions. Across the board, these allowance accounts were not up-front disbursements, but
instead reimbursements for allowable expenditures.

Specific allowable and disatlowable expenses were drawn from existing internal OHA guidelines
as wet! as from the Legislative Allowance of the Hawai’i State Senate. Conversations with
Administration staff also provided areas in which clarity and additional direction was needed for
fiscal staff.

The Ad Hoc Committee agreed to create an appeals process was created, which the Ad Hoc
Committee believed should also include a review by the Hawai’i State Ethics Commission.

At the suggestion of Trustee John Waihe’e IV, Vice Chair of the Committee, the report was sent
to the Hawai’i State Ethics Commission for their review. Additionally, the Ad Hoc Committee
unanimously agreed that review should include OHA Corporation Counsel, and Justice Robert
G. Klein, the BOT Counsel. Recommendations made by Judge Klein and by the staff of the
Hawai’i State Ethics Commission were considered, and many of the recommendations were
incorporated into the final draft as it was considered and approved by the Ad Hoc Committee.

Recommendation

The Ad Hoc Committee, by a unanimous affirmative vote on September 13, 2018, approved its
recommendation in the form of draft policy for a revised protocol allowance, the Trustee
Protocol Allowance (“TPA”). This policy has been reviewed by BOT Counsel Robert G. Klein,
the OHA Corporation Counsel Albert Tiberi and Everett Ohta, as well as the staff of the Hawai’i
State Ethics Commission, led by Executive Director Dan Gluck.

The draft TPA policy, which would amend section 3.5.n of the OHA Executive Policy Manual,
is attached to this report.



ATTACHMENT C to ACTION ITEM RM #19-03
April 10, 2019

OHA Board of Trustees
September 20, 2018
Page 8

Under the draft TPA policy, allowable expenses include:

• Communication expenses dedicated solely to OHA business:
o Service plans for home office internet, home office phone and fax, and cellular

phone, and
o Web-based communication services;

• Copying and postage costs;
• Office supplies;
• Books and reference materials;
• Renting of meeting facilities, if OHA facilities are not available within a reasonable

vicinity of the activity or event location, and related expenses such as security services,
cleaning/maintenance charges, and rental of equipment. Meetings must be organized and
attended by a Trustee or Trustee’s staff, to communicate with or educate beneficiaries or
the general public on matters relating to Native Hawaiians or the OHA Board of Trustees;

• Reasonable expenses for food and beverages, provided that if the food or beverage
expenses have been reimbursed by another source, then reimbursement for that portion
from the TPA is prohibited:

o Purchased for a meeting or function, which includes one or more person(s) who
are not a Trustee or an employee of OHA, the purpose of which is to
communicate with or educate beneficiaries or the general public on matters
relating to Native Hawaiians or the OHA Board of Trustees; or

o Purchased for Trustees and staff who are requited to be present at Board or
Committee meetings that extend through the lunch or evening hours. Expenses
for food and beverages consumed by a Trustee or staff as part of their daily work
during the scope of their normal work day shall not be reimbursed;

• Reasonable expenses for lei and gifts, which are customarily exchanged with fellow
officials, honorees, speciat guests, and dignitaries at an event; and

• Reasonable expenses related to a Trustee’s official travel, registration fees, and
associated costs to attend conferences, seminars, or meetings, which shall comply with
existing OHA travel guidelines and approvals; provided that if the travel cost or
associated expenses have been reimbursed by another source (example: per diem), then
reimbursement for that portion from the TPA is prohibited.

Disallowed uses of the TPA include:

• food or beverages for Trustees and staff only, except when reasonably related to a
Trustee’s or staff member’s official duties, e.g., purchase of meals for Trustees and staff
who are required to be present at Board or Committee meetings that extend through the
lunch or evening hours. Food or beverages purchased to thank or appreciate staff or for
social occasions or events such as birthday celebrations, farewell or retirement parties,
are personal expenses and are not reasonably related to a Trustee’s official duties.

• Alcoholic beverages;
• Political or charitable contributions;
• Expenses related to campaign activities;
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• Expenses which are personal in nature such as dry cleaning expenses, transportation costs
to and from work (incLuding mileage), legal fees and costs, monthly parking costs for
employee or Trustee parking, and airline club membership and lounge access;

• Gifts: purchase of retirement gifts, thank you/appreciation gifts,
bereavementlfuneral/sympathy gifts or flowers, welcome gifts, farewell gifts, anniversary
gifts, birthday gifts, congratulation gifts, and any other gifts for Trustees, staff, and
others, except for gifts purchased in compliance with subsection 1.g. above;

• Tickets for recreational or entertainment events arid fundraisers;
• Membership fees and dues for business, community or social organizations;
• financial support, grants, loans, or sponsorships, whether direct or indirect, to

individuals, groups or organizations;
• Any expenses reimbursed from another source to avoid duplicate

payment/reimbursement;
• Any services provided and goods received for the personal benefit of the Trustee and/or

immediate family members, other Trustees and/or their immediate family members, and
OHA employees;

• Computer hardware and software;
• General office and communication equipment; and
• General office furniture.

The annual TPA for each Trustee shall be $7,200.00, or other amount approved by the Board, per
fiscal year cycle (July 1 through June 30). The TPA shall be retained by OHA. Unspent amounts
in the TPA fund will lapse at the end of the fiscal year and will not carry over. Each TPA will
start on July 1.

The full draft proposed TPA policy is included as an attachment to this memo. Enactment of this
poLicy lifts the moratorium on the Trustee allowance, but moratoriums on Trustee sponsorships
would remain in effect until policies are addressed for those areas. The moratorium on CEO-
initiated sponsorships also remains in effect.

The Ad Hoc Committee recommends that this draft TPA policy be considered by the Resource
Management (“RM”) Committee as an Action Item. if passed at the RM level, the policy will be
referred to the BOT for consideration and final passage.

Attachments

1. Draft Trustee Protocol Allowance (“TPA”) Policy, passed by the Ad Hoc Committee on
Grants and Sponsorships on September 13, 2018

2. Letter from Hawai’i State Ethics Commission Executive Director Dan Gluck to 01-IA
Chair Colette Y. Machado, Dated September 5, 2018

3. OHA Committee on Policy and Planning Action Item #PP-09.0l (with Attachments A
and B ik)
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Trustee Protocol Allowance (TPA)

3.5.n Each Trustee is allowed a Trustee Protocol Allowance (TPA) to be used to cover
expenses that are reasonably related to a Trustee’s official duties and responsibilities (i.e., the
normal and ordinaiy types of expenditures that a Trustee is reasonably expected to incur in
performing his or her representational and fiduciary duties), that are consistent with OHA’s
mission to better the conditions of Native Hawaiians, and that comply with applicable laws and
OHA policies. Use of the TPA for personal purposes or purposes that are not reasonably related
to a Trustee’s official duties and responsibilities are prohibited and may also violate the Fair
Treatment law under the state Ethics Code, Section 84-13, Hawai’i Revised Statutes (HRS).

The purpose of the TPA is to develop and maintain an ongoing communication network with
beneficiaries and the general public, to promote a broader understanding of Native Hawaiian
issues within the Native Hawaiian community and among the general public, and to encourage
participation in the resolution of those issues; provided that such communications comply with
applicable laws and OHA policies, such as the Board of Trustees’ Code of Conduct and
restrictions related to campaign activities.

1. Each Trustee is allowed an annual allowance, referred to as the TPA and as provided by FIRS
10-9(4), in an amount determined by the Board of Trustees, to be used to cover expenses
incurred in the course of a Trustee’s official duties and responsibilities. Allowable uses of
TPAflmds are:

a. Communication expenses dedicated solely to OHA business:

(1) Service plans for home office internet, home office phone and fax, and cellular
phone, and

(2) Web-based communication services;

b. Copying and postage costs;

c. Office supplies;

d. Books and reference materials;

e. Renting of meeting facilities, if OHA facilities are not available within a reasonable
vicinity of the activity or event location, and related expenses such as security
services, cleaning/maintenance charges, and rental of equipment. Meetings must be
organized and attended by a Trustee or Trustee’s staff, to communicate with or
educate beneficiaries or the general public on matters relating to Native Hawaiians or
the OHA Board of Trustees;

Draft 9..I3 1$ subject to adoption by the OHA Board of Trustees
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f. Reasonable expenses for food and beverages, provided that if the food or beverage
expenses have been reimbursed by another source, then reimbursement for that
portion from the TPA is prohibited:

(1) Purchased for a meeting or function, which includes one or more person(s) who
are not a Trustee or an employee of OHA, the purpose of which is to
communicate with or educate beneficiaries or the general public on matters
relating to Native Hawailans or the OHA Board of Trustees; or

(2) Purchased for Trustees and staff who are required to be present at Board or
Committee meetings that extend through the lunch or evening hours. Expenses
for food and beverages consumed by a Trustee or staff as part of their daily
work during the scope of their normal work day shall not be reimbursed;

g. Reasonable expenses for tel and gifts, which are customarily exchanged with fellow
officials, honorees, special guests, and dignitaries at an event; and

h. Reasonable expenses related to a Trustee’s official travel, registration fees, and
associated costs to attend conferences, seminars, or meetings, which shall comply
with existing OHA travel guidelines and approvals; provided that if the travel cost or
associated expenses have been reimbursed by another source (example: per diem),
then reimbursement for that portion from the TPA is prohibited.

2. Certain expenditures may be found to be inappropriate uses of the TPA because: the
expenditure appears to be more personal in nature or otherwise does not appear to be
reasonably related to a Trustee’s official duties and responsibilities; the expenditure is
contrary to OHA’s mission to better the conditions of Native Hawailans; or the expenditure
contravenes OHA policies or the law. The following expenditures are specifically
disallowed by this policy:

a. Food or beverages for Trustees and staff only, except when reasonably related to a
Trustee’s or staff member’s official duties, e.g., purchase of meals for Trustees and
staff who are required to be present at Board or Committee meetings that extend
through the lunch or evening hours. Food or beverages purchased to thank or
appreciate staff or for social occasions or events such as birthday celebrations,
farewell or retirement parties, are personal expenses and are not reasonably related to
a Trustee’s official duties.

b. Alcoholic beverages;

c. Political or charitable contributions;

d. Expenses related to campaign activities;

e. Expenses which are personal in nature such as dry cleaning expenses, transportation
costs to and from work (including mileage), legal fees and costs, monthly parking

Draft 9:i3: subject to adoption by the OHA Board of Trustees
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costs for employee or Trustee parking, and airline club membership and lounge
access;

f. Gifts: purchase of retirement gifts, thank you/appreciation gifts,
bereavement/funerallsympathy gifts or flowers, welcome gifts, farewell gifts,
anniversary gifts, birthday gifts, congratulation gifts, and any other gifts for Trustees,
staff, and others, except for gifts purchased in compliance with subsection 1 .g, above;

g. Tickets for recreational or entertainment events and flmdraisers;

h. Membership fees and dues for business, community or social organizations;

i. Financial support, grants, loans, or sponsorships, whether direct or indirect, to
individuals, groups or organizations;

j. Any expenses reimbursed from another source to avoid duplicate
payment/reimbursement;

k. Any services provided and goods received for the personal benefit of the Trustee
andlor immediate family members, other Trustees and/or their immediate family
members, and OHA employees;

1. Computer hardware and software;

m. General office and communication equipment; and

n. General office furniture.

3. The annual TPA for each Trustee shall be $7,200.00, or other amount approved by the Board,
per fiscal year cycle (July 1 through June 30). The TPA shall be retained by OHA. Unspent
amounts in the TPA fund will lapse at the end of the fiscal year and wilt not carry over. Each
TPA will start on July 1.

4. To utilize the TPA retained by OHA, Trustees must submit a request for reimbursement or a
request for an advance; provided that such an advance will be payable directly to a
merchant/vendor only. Trustees must show that the primary purpose of the expenditure is in
support of or a result of an official Trustee duty consistent with the allowable expenses listed
above. The Trustee shall be required to fill out a certification form in which the Trustee
certifies that the claimed reimbursement or advance is true and correct and that it complies
with applicable laws and OHA policies.

5. In processing a request for reimbursement or advance, OHA Administration may request
additional information necessary to determine compliance of a claimed expenditure with
applicable laws and OHA policies. The approval by OHA Administration of a request for
reimbursement or advance shall not be construed to mean that an expenditure complies with

Draft 91 318 subject to adoption by the OHA Board of Trustees
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the state ethics code; the final authority on the ethics code is the Hawai’i State Ethics
Commission. It is the responsibility of the individual Trustee to insure compliance with the
state ethics code and Trustees are encouraged to consult with the state Ethics Commission on
questions related to compliance with the state ethics code.

6. Items purchased with TPA funds are the property of OHA. Non-perishable and non-
consumable items purchased with the TPA, except for gifts purchased in compliance with
subsection 1 .g, above, shall be surrendered to the OHA Administration upon the Trustee’s
separation from OHA.

7. A TPA expense must be deducted from the same fiscal year’s allocation in which the
expense was incurred. A prior year’s expense cannot be paid from the current or a future
fiscal year’s TPA allocation. Each Trustee is responsible for paying any TPA expenses
incurred that are in excess of a given fiscal year’s WA allocated amount.

8. The use of the TPA to purchase goods and/or services in the amounts of $2,500 or more shall
be from businesses that provide proof of compliance with State and Federal taxes and the
Department of Labor and Industrial Relations (DLW), and are also in good standing with the
Department of Commerce and Consumer Affairs (DCCA). Further, the purchase of goods
and/or services in amounts of $5,000 or more shall be in accordance with all applicable laws
and administrative rules governing procurement.

9. In cases where an expenditure is determined to be impermissible by the OHA
Administration, the Trustee or the CEO may consult with the Hawai’i State Ethics
Commission, as necessary. The Trustee may appeal the determination made by the OHA
Administration, in writing, to the Chair of the BOT. The Chair shall render a written decision
on the appeal within seven (7) business days, which shall be final.

10. This policy is subject to the Board of Trustees’ Code of Conduct and sanctions contained
therein.

11. The OHA Administration shall compile and transmit to the OFIA BOT a quarterly report of
expenditures made by each Trustee from his or her TPA. The quarterly report of
expenditures shall also be posted to OHA’s public website in a timely manner thereafter.

12. It is not intended that the TPA supersede, replace, diminish, or reduce the statutory
compensation allowed to Trustees as provided for in Chapter 10, Hawai’i Revised Statutes,
as amended.

13. The CEO shall be guided by this policy to develop internal guidelines and procedures for the
use and administration of the WA including reporting requirements, required documentation,
and auditable record keeping.

Draft 9r1 3 18 sublect to adoption by the OHA Board of Trustees
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14. The Fund created by this policy will be called the OHA Board of Trustees’ Protocol
Allowance Fund and the report of expenditures will be called the Trustee Quarterly Protocol
Allowance Expenditure Report.

Draft 9J318•• subject to adoptien by the OHA Board of Trustees
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HAWAII STATE ETHICS COMMISSION
State of Hawaii Bishop Square, 1001 Bishop Street, ASB Tower 970 Honolulu, Hawaii 96813

50” ANNIVERSARY 1968-2018

September 5, 2018

Colette Y. Machado
Chairperson, Office of Hawaiian Affairs
560 N. Nimitz Hwy., Suite 200
Honolulu, Hawai’i 96817
Via Email: everetto(iioha,org

Re: Response to request for guidance regarding draft policy for the use of the Office of
Hawaiian Affairs Board of Trustees’ protocol allowance

Dear Chair Machado,

Thank you for providing us with the opportunity to provide feedback on the draft policy
(“Draft Policy”) regarding the use of the Office of Hawaiian Affairs (“OHA”) Board of Trustees’
protocol allowance (“TPA”). My colleagues and I sincerely appreciate your efforts to promote
the highest ethical standards within OHA, and we are grateful for the opportunity to work with
you on this important project.

You ask “whether any part of the policy is inconsistent with the Hawai’i Code of Ethics.”
On behalf of the staff of the Hawai’i State Ethics Commission (“Commission”), I see no part of
the Draft Policy that is inconsistent with Hawai’i Revised Statutes (“HRS”) chapter 84, the State
Ethics Code. However, I respectfully offer a few suggestions for your consideration.

1. LeisJature’s Rules re: Leis1ative Allowances

If you have not already done so, you may wish to review the Legislature’s rules on
legislative allowances. The Senate’s rules are available at
https:/www.capitol.hawaii.gov/session20 I 6/docs20 15-201 6SenateAdminManuaipdf (see Sec.
1.3, “Legislators’ annual allowance,” and Exhibit IA, “Guideline Memorandum on Annual
Allowances,” p. 7$ of 123 of the overall PDF document). The House’s rules are available at
https:/fwww.capitol .hawaii.ov/docs/KouseAdrninManual.pdf (see Sec. 1.3, “Legislator’s annual
allowance,” and “Guidelines Memorandum for Annual Allowance,” p. 16 of 108 of the overall
PDF document).

2. Membership Dues

You have represented that memberships in organizations such as Hawaiian Civic Clubs
and the National Congress of American Indians help to further OHA’s mission, and I do not
believe that the Commission would disagree: policy decisions regarding how to further OHA’s
mission are within the purview of OHA Trustees and will not be second-guessed by the
Commission. The Commission’s only concern would be that individual Trustees are somehow

Telephone: (808) 587-0460 Email: Website: h:1p ethi.hawa.V
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gaining a personal benefit from membership or are seeking membership in organizations that
only tangentially benefit OHA; indeed, this is the reason why the Commission discourages
individual legislators from using their legislative allowances to join membership organizations
(except for “legislative and governance organizations,” including the Council on State
Governments and the National Conference on State Legislatures).

Rather than having individual Trustees decide whether to use OFIA funds to join
membership organizations, the Board of Trustees may wish to consider making those decisions
as a Board — that is, using generalized OHA funds, rather than individual TPA funds, to join
organizations — and deciding as a Board which Trustees/employees should represent OHA at any
membership organizations’ functions. This would avoid any appearance that individual Trustees
are deriving a personal benefit from the membership and ensures that Trustees do not duplicate
each other’s efforts in supporting worthy causes.

3. Food purchases

Paragraph 1(i) contains very good language regarding reimbursement from another
source (“provided that if the travel cost or associated expenses have been reimbursed by another
source (example: per diem), then reimbursement for that portion from the TPA is prohibited”).
We respectfully recommend that similar language be included in paragraph 1(g). This may be
redundant, but it may be helpful to include this language in multiple locations to ensure that both
Trustees and employees avoid seeking per diem or other reimbursement for meals that are
provided by another source.

Additionally, paragraph 1(g) appears to cover a rather broad range of topics; as such, you
may wish to consider including more language andlor examples in paragraph 1(g) to further
clarify the situations in which these expenditures are allowable. For example, the Senate’s rules
on legislative allowances state: “Expenses for usual and customary food and beverage items
consumed by staff and other persons as part of their daily work during the scope of their normal
work day shall not be reimbursed.” See Hawaii State Senate, “Guideline Memorandum on
Annual Allowances,” available at hww_capitol hawaiigwsession2O 16 docs 2015-
20l6SenateAdminManuaLpdf (pp. 78-79 of 123 of the overall PDF document). If there are
special circumstances under which Trustees and staff must work through mealtimes, then OHA
funds may be used to pay for Trustees’/staff’s meals. However, Trustees and employees should
not arrange meetings at mealtime to justify an expenditure of OHA funds for their personal
benefit.

4. Caveat re: Ethics Code

You may wish to consider adding a disclaimer that the Ethics Commission has
jurisdiction over the Ethics Code, such that an OHA fiscal officer’s approval of an expense does
not necessarily mean that the expenditure complies with the Ethics Code. While we fully
anticipate that expenditures made in compliance with the Draft Policy will also satisfy the
current Ethics Code, the Ethics Commission has the specialized expertise to determine whether
an expenditure complies with RRS chapter 84. OHA Trustees and employees are more than
welcome to contact the Commission for guidance on expenditures should they have any
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lingering concerns: my colleagues and I are more than happy to provide fast, confidential
guidance on any such questions.

5. Publication of expenditures

You may wish to consider publishing Trustees’ expenditures on OHA’s website
contemporaneously (or as quickly as is practicable) to provide additional transparency. The
Honolulu City Council publishes Councilmembers’ contemporaneous travel and expense reports
on its website. See http://www.honolulu.gov/component/content’article/l 72site-ccI-catJ 1740-
cci-view-counciJ-members.htm]?Iternid597. We respectfully suggest that OHA do the same for
its Trustees: these expenditures are public records, and the knowledge that expenditures will be
published contemporaneously (or as quickly as feasible) will help to discourage improper
expenditures.

* * * * *

I wish to thank you for your commitment to promoting the highest ethical standards
within OHA, and for this opportunity to comment on the Draft Policy. As always, please let me
know how my colleagues and I can be of further assistance.

Very truly yours,

/

Daniel M. Gluck
Executive Director and General Counsel
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Office of Hawaiian Affairs
ACTION ITEM

Meeting: Committee on Policy & Planning

Prepared by:
onaldMun, De u Administrator Date

Reviewed by:

________________________________________________

Rafl \Ogata, Administrat Date

Reviewed by: ———1
John Waihee IV, Chairman Date
Committee on Policy and Planning

I. Action
Th
L) To approve and adopt an Office of Hawaiian Affairs Trustee Allowance

policy wherein funds are disbursed on an actual expenditure reimbursable
basis in lieu of the existing system of prepayment and quarterly reporting.

This policy shall be inserted in the Office of Hawaiian Affairs
Administrative and Financial Manual of Guides.

II. Issue

Should the Office of Hawaiian Affairs replace the existing policy of
prepayment and quarterly reporting of Trustee Allowance expenditures
with a system in which funds are disbursed on an actual expenditure
reimbursable basis?

Ill. Discussion

The Office of Hawaiian Affairs Trustee Allowance system was initially
established on June 28, 1991. (Attachment A) The allowance was
implemented to cover incidental expenses incurred by Trustees for the
following purposes:

To develop and maintain an ongoing communication network with
beneficiaries on the general public; to promote a broader
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understanding of Hawaiian issues; and to encourage participation
in the resolution of those issues.

Funds were to be prepaid in the amount of $3,600.00 on a semi-annual
basis, with quarterly reporting requirements.

On February 1, 1996, the Board of Trustees clarified guidelines for the
use, accounting and disposition of non-perishable purchases. (Attachment
B)

it is these amended or clarified guidelines that currently govern the use
and disposition of the trustee annual allowance. (Attachment C)

In March 2001 however, the Auditor of the State at Hawaii questioned the
misuse of the allowance by various twstees. (Attachment D) Specifically
she found;

We reviewed trustee expense reports for calendar
years 1996 through 1999, and found numerous
questionable transactions that did not appear to meet
the purpose of the trustee expense account. For
example, two trustees used their allowances to make
interest-free personal loans exceeding a combined
total of $8,000 to themselves and family members.
Another trustee spent over $1,000 on beauty salon
services over a three-year period. These trustees
appear to have failed to uphold their responsibility of
loyalty, and may have instead spent funds for
personal needs and interests.

We also found that certain trustees did not always
return unspent annual allowances to OHA, although
policy requires that they do so. These trustees
returned only half of the $24250 in unspent
allowances between calendar years 1996 and 1999.
This is after spending $231,171 in annual allowances
over those four years.

The Auditor also suggested the following remedial action:

OHA should consider disbursing trustee expenses funds on
an actual expenditure reimbursement basis. This would help
to ensure that these funds are used only for allowable
purposes, and reduce the opportunity to use such funds for
personal expenses.

2
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Subsequently, the OHA Response to State Auditor Report stated”

OHA staff will be recommending a reimbursable allowance plan as
opposed to the existing policy of a prepayment at the beginning of
the year. Thus, (sic) a reimbursement plan would allow for greater
scrutiny of expenditure. (Attachment E)

It is within the context of these events that this action item was prepared.

Basically what is suggested is reimbursement for actual expenditures
incurred by the trustees far legitimate and allowable purposes set forth.
By eliminating prepayment of the allowance at least three major problems
would be addressed:

1. No co-mingled funds
2. No requirement to repay unspent funds
3. No income tax or W-2 on unspent funds not returned

Instead of quarterly reports, reimbursement forms would be requited
within ten days of the expenditure. The forms would require the approval
of the Chairperson of the Board, and in the case of the Chairperson, the
approval of the Administrator and Chief Financial Officer prior to
disbursement of a reimbursement. This heightened scrutiny and the fact
that expenditures are “out of pocket’ should tend to mitigate the misuse
and personal use of allowance funds.

Finally, pre-approvat of expenditures is encouraged to avoid the
embarrassment, cost and possible audit of improper spending. Note
however, that pre-approval does not guarantee reimbursement as the
Request for Reimbursement form accompanied with the pre-approval if
available Is still requited to be filed and approved. (Attachment F)

At the present time, $7,200 per trustee is budgeted for the twstee
allowance.

IV. Alternatives

a. Approve and adopt an Office of Hawaiian Affairs Trustee
Allowance policy wherein funds are disbursed on an actual
expenditure reimbursable basis in lieu of the existing system of
prepayment and quarterly reporting.

b. Decline to change the existing Trustee Allowance policy of
prepayment and quarterly reports.

V. Recommendation

3
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Approve and adopt an Office of Hawaiian Affairs Trustee Allowance
policy wherein funds are disbursed on an actual expenditure
reimbursable basis in lieu of the existing system of prepayment and
quarterly reporting. (Attachment G)

VI. Time Frame

As soon as possible

VII. funding

No new funding required

Attachments

A. - Action Item and ROT minutes dated June 28, 1991
B. - Action Item dated January 30, 1996 and ROT minutes dated February 1,

1996
C. - Trustee Allowance Disbursement letter dated January 5, 2001
0. - Audit of the Office of Hawaiian Affairs, March 2001, pages 14 and 15
E. - OHA Response to State Auditor Report, February 12, 2001, pages 9 and JO
F. - Request for Pro-Approval of Trustee Allowance
G. - Proposed Amendments to Chapter 3
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0ff1C13 Of HAWAIIAN AFFAIRS

Action Sheet

Meeting:

Date:

Prepated by:

Reviewed by:

Board of Trustees

1. Action Item:

Abraham Alona, Chairman
Committee on Budget, finance, Policy and Planning

Allowance for incidental expenses. Establishing an allowance for each member of
the Board of Trustees to cover incidental expenses connected with Trustee
function and duties and adopting governing guidelines.

II. Background Information

The Budget, Finance, Policy and Planning Committee took up the subject of an
allowance for Trustees to cover activities incident to their office on May 10, 1991,
and decided to recommend the adoption of an allowance, provided guidelines to
govern the use of the allowance are developed and legal advice as to the propriety
of using special funds for this purpose. The guidelines have been developed.
Sherry Broder, counsel to the Board has issued a legal supporting opinion. ‘flie
recommendation of the Committee is now ready for presentation to the Board.

UI. Issue:

1. In the performance of the functions and duties of Trustee, business
expenses, excluding per diem, air and ground transportation, are incurred.
Expenses such as business meals, social and cultural funclions.

2. An allowance for incidental expenses is a standard practice by much of the
private sectors and is provided to each member of the State legislature.

3. An allowance will enhance the ability of each Trustee to perform his or her
duties by reducing or eliminating out of pocket cost.

ATTACHMENT 3 ATTACHMENT A
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IV. Means of Financing:

Special funds.

Annual Allowance
July 1 to December 30, 1991

Trustee Amount

Rowena Akana $ 3,600
Abraham Aiona 3,600
Moanikeala Akaka 3,600
Frenchy DeSoto 3,600
Louis Hao 3,600
Clayton flee 3,600
Kamaki Kanahele 3,600
Thomas Kaulukuklui, Sr. 3,600
Moses Keale, Sr. 3,600

Sub-Total $32,400

V. Discussion:

The allowance WILl be subject to year end federal and state taxes. As such
individual record keeping is very important.

VI. Time Frame:

Once appropriated and approved as 10 legality by the Board’s Counsel, the
alLowance would be made available within 10 calendar days.

WI. Attachments:

Exhibit A: Memorandum tram Sherry P. Broder, Esq., Subject: “Legal Review
of the ‘Annual Allowance’ Established by the Committee on Budget,
Finance, Pa% and Planning, May 10, 1991..”

Exhibit B: Chapter 3, Annual Allowance (new) for the Administrative and
Financial Manual of Guides.

ATI’ACHMENT 3
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EXHIBIT AU

SHERRY P. pRODER
ATTORNEY AT LAW

A LAW OORPOfAT10N
OC!AH virw CN1f.R

PLNTKOuS
707 HCHARD emfET

HONOLULU, HAWAII 9eai

çO)FIDENTIM Tf1r.FHONL (t) 3l.14B
teoej p4441)9

FAX: () IZ4411

MEKORANDUK

Wt Rioheld K. ?aglinawan
Administrator
offioa of Hawaiian Affair.

Frorn aherry P. Srod.r

Datsi Hey 29, 1991.

8ubeot8 Zega1 itevieu of the Annue1 Allowance” Zetbl1shed by the
Com1ttee on Udqet, Finance, Policy end Plnninq, Hay
10, 19l

Thia .orandum ic written in respons. to your request of

Hay 17, 19P1, for a review of th• action taken by QUA’s Committee

on an Annual Allowance for each Truates. According to eotion

of the Comittee’e proposal, this 41,cou1d be spent for the

following purposei Wt0 and maintain an ongoing

communication network with 1 ‘\iciariee and the general public; to

promot. a broader widerstanding of Hawaiian ISSUe.; and encourage

participation fn the resolution of those issues” Examples of

permitted expenditures might, therefore, include Tund to allow

each Truitse to send mel tinge to QUA beneficiaries directly funds

to hire meeting halls within which Individual Trustees could meet

with beneficiaries, funds to hire staff to coordinate contacts

between individual Trustees and the beneficiaries and to allow each

‘rruetea to respond to their inqufriem directly, an well an other

means of cownfcatIon.
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In y prof.i.ional udqment, thf a eotfon-—if approv.d by

the fufl oard--vou16 be legitimat. end &oL,a4IIl,,.bI.I.4rdb,.,E

Two guemtfone need to b. addrese.d In order to

underetand the legal framework ufthin which the OHA truatees muat

act: (1) what lfmita doce the nature of the truat that generatem

OWi’a reeoUrc!eM impoee on the ability of the TruGtee to epend or

allocate thoae resources? (2) What limite do the constitutional

and statutory provisions Impose on the eJilLty of the Truatees to

spend or allovte OHAS renouroe?

(1) The funde OHA can draw upon have oortain built-In

restrictions on their us•. tegialatively—authori ted general funds

u.t be used for the purpoese Identff Lad by the legislatur. at the

title of authorization. Revenues de.froa the public land truet

proceed. muat, scoording to flçcYeotion 10—13.5, be use4 “for

the betterment of the cendi3 of native )IawaIfane,W who ar. for

this purpose defined an half—blood Hawalfani fH.R.S. Section 10—2).

Although It can be argued that the limitation in Section 10—13.5 Ia

too narrow and constitutes a violation of the trust entabifebed in

the ia joint Roaolution of Annexation of en Infringeet on tiLe

basic right of self-governance of the Hawaiian people, such an

argument raises complex political and legal issues and fe certain

to be divisive in the Hawaiian Comnunity. Accordingly, the

crustees should ensure that the 5ff) funds they reoofve benefit the

native Hawaiians,

At th• present time, It Is clear that OHA may expend 5(f)

AT[ACHMENT 3
Chair Machado’s September20, 2018 Memo to SOT regarding

FIndings and RecommendatIons from the Ad RcCommlttee on Grants end Sponsorships related to the Trustee Sponsorship end Annual Allowance Fund



ATTACHMENT C to ACflON ITEM RM #l903
Apr11 10, 2019

fundi fz the benefit of native Hawaiiens only. Hetive Revel Ian

Trusts Jiudiciel Reli.f Act, )t.P. Chapter 673, oommoflly referred

to as the bright to su. kill by native Hawaiian. and Hawaiian

Individuals an orj.nfsetfon.” states that OHA must administer this

trust “in the sale intaraetpf It. beneficiaries,” Nsveztbelee.,

oHA fe not requfred to ximirs ievnues to the netfve Haweifan

public trust, so long as the trust Is administered “in the sole

interests of ft. b.neflcferi.s.” Furthermore, the state iuay

provide collateral benefits to non-beneficIaries, “but only so long

a. the prfiary benefits are enoeky- beneficiaries, and the

collateral benfIt. are benefloleries, and the

ofleterel benefit. do n ‘tract from nor rece the benefits

enjoyed by the benefioferiei.” Beotion 673-1(b) (1).

This r.qufrement of administration for the “sole Interest

of Its beneficiaries” has also bein established In case law by

Hawaii Supreme Court with regard to the Hawaiian Home Lends Trust.

In buna v. De?ertment of Hawaiian Home Lands, 64 RaW. 327, 338,

640 P.2d 116]. (1982), the Hawaii Supreme Court stated that” “(O)ne

speof tic trust duty is the obligation to administer th. trust

solely in the Interest of the beneficiary.”

To limit judicial challen9es, the Trustees should seek to

tie their expenditure. of the public land trust proceeds to

identifiable benefits that will be received by the native Hauafinna

whenever possible.

(2) OHA was designed by the 1978 ConstitutIonal

3
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Conv.ntfon to li. a s.ii—autonaaoe entity with auba’cantial

iMependent control of its resources. This deolsion was reinforced

by the leie1ature whioh stated In 3.919, in whet 1. noU Section lo

4 of the Hawaii Revfaed statutes, that OHA “shall be a separate

entity independent of the executive brancl,w OKk’s ‘rustees may

allocate OHPsS resouroal for the benefft of it. beneficiarie, so

long as the Trustees eerinfne that it I. in the intereete of

its benaficferies, unless their aotiofl ii explicitly in conflfvt

with constitutional or .tatutorovisfon denfgne6 to Limit

ORA’s activities. I s ,c1r c3ih this memorandum an opinion

letter uritten by on 11. ko on Hovuinber 5, 1990 on a related

eub3ect which diecusues In detail the reason’ that eupport thi.

conclusion.

Unl•.s, therefore, an explicit statutory or

constitutional provision limits OHA’s Trustees, they 2nay allocate

resources and spend resource, for couaunioatfon end partiofpatton

as described in the Committee’s proposal.. ?ire there any explicit

limitations that would restrict their ability to establish an

“Annual Allowanc&’?

N.P.SI Leotion 10-9 establIshes the compensation rate per

zneetinq for th. Trustees and In addition authorizes them to receive

“transportation fares” and “personal expenses” (or per dfeui) for

their travel. It is not, however, written In language that

Indicates that this list is meant to be e,chaustive. It does not,

in other words, indicate that the Trustees cannot also receive

other appropriate expenses for other legitimate purposes.

4
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M.R.9I 9eetjon 1O-]. authorize. th. ?dminh.trator to lih.

etarf to orry out the funotfon. of OV. X. this provision ent

to be exciuaive, or doea ft peidt the Tri*etee to hr. their own

staff ea well to assist thez fn their leqfslatfv. functione, to

carry out the purposea idntifi.d in .otion .2 of Chepter 3 on

the “nnul kilowanca”? The languag. of H.R.S Soction 10-12 does

not indict. that this provision is nent to be exclusive, *nd

analogies to other leLe1atfve botifae--ch as the county oounof is

in Hawaii--illustrate thet it ieØ’ and usual for leqfelators

to have their own staff

It would appear, ‘therefore, that nothfn in the Hawaif

Revised Statutes or the Hawaii state Conutitutio prohibits the

establishment of the Rrinua1. A11ovenoe.

To suimsrfzs, the creation of an 5?nnua] Aflowanos” for

fn3ividual Trustees appear. to be a legitimate expen.itur. of OHAe

resources. The actual uses of these funds nay need to be

monitored, however, to ensure that the expenditures are in fact f

the

____ _______
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Chapter 3. Annual Allowance

Sec. 3.1. Scope of Chapter. The Board may, from time to time,

appropriate sufficient funds for an annual allowance to each trustee. This

chapter establishes and Implements the annual allowance.

Sec. 3.2. Purposes. The purposes of the annual allowance are as follows:

to develop and maintain an ongoing coninunlcatlon network with beneficiaries

and the general public; to promote a broader understanding of Hawaiian issues;

and encourage participatton In the resolution of those Issues.

Sec. 3.3, Annual Allowance. Each trustee is allowed such amount as

provided by the Board to be used for any purpose set forth under Sec. 3.2.

The use of the allowance is subject to reporting or accounting, and the amount

of the allowance Is not subject to reductton or adjustment by per diem, afr or

ground transportation payments, or compensation. The allowance Is available

no later than ten calendar days after the effective date of trustees

appropriating funds for the annual allowances. In the case of a trustee who

fills a vacancy after the specified ten—day period, the allowance Is payable

no later than ten calendar days after the trustee Is appointed by the Board or

Governor.

Sec. 3.4. AccountIng. Each trustee will prepare a quarterly report

within ten calendar days of the quarter’s end on annual allowance

expenditures. All reports shall be filed with the chairperson, and such

reports shall be subject to annual audits and be included as a part of the

financial report of the expenditures of OHA as a whole. Whenever possible,
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quarterly reports shall be supported by Invoices, receipts or other similiar

documents, OHA Form No.

_____,

‘Quarterly Allowance Report’, shall constitute

the report form. Any unexpended annual allowance shall be returned to OHA no

later than 10 working days following the expiration of the term of office or a

vacany that may occur through any other cause.
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Office of Hawaiian Affairs
Quarterly Allowance Report

Quarter Ending

______________

Trustee — Filing Date -

Balance For’d

_________

Item No. Paid To

__________________________

mount

_________

For

______________________________________________

Balance

_________

Balance For’d
Item No. Paid To Pimount
For — Balance

Balance For’d
Item No. — Paid To knount
For Balance

Balance for’d
Item No. — Paid To Anount
For

- Balance

Balance Ford
Item No. — Paid To

— tnount
For Balance

Form No.

Page = of
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MINUTES OF THE REGULAR MEETING OF
THE BOARD OF TRUSTEES OF

THE OFFICE OF HAWAIIAN AFFAIRS

HELD AT THE CAMERON CENTER
95 MAHALANI STREET

WAILUKU, HAWAII

June 28, 1991

The Trustees of the Office of Hawaiian Affairs met on the
Island of Maui, in the County of Maui, State of Hawaii, on
Friday, June 28, 1991, at 9:15 A.M.

The meeting was called to order by Chaitman Clayton H. W. ROLL CALL
Hee. The pue was offered by Trustee Thomas Kaulukukui.
On toll cafl, those present and excused were as follows:

Present: Trustee Abraham Aiona
Twstee Moanikeala Akaka
Trustee Rowena N. Akana
Trustee A. Frenchy DeSoto
Trustee Louis Hao
Trustee Clayton H. W. Flee
Twstee Kamaki A. Kanahele, Ill
Trustee Thomas K. Kaulukukul, Sr.

Excused: Trustee Moses K. Keale, Sr.

Olher5 Present: Stanley H. L. Lum, Dep Adm

Trustee Aiona requested that the agenda be amended to add AMENDMENTS TO
under New Business, Resolution tot Keanae Schoot. AGENDA

Trustee DeSoto MOVED, SECONDED by Trustee Aiona to
approve the agenda as amended. Motion CARRIED
unanimously.

Trustee Kaufukukui MOVED, SECONDED by Trustee Akana APPROVAL Of
to approve the minutes of May 31, 1991, as circulated. MINUTES

Motion CARRIED unanimously.

The Chairman reporled that he has just one item for action CHAIRMAN’S
which wilt be taken up under New business, Item B. REPORT

Deputy Administrator Stanley Lum reported on the following ADMINISTRATOR’S
items: REPORT
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Personnel Appointments. Mr. Lum introduced Ms.
Christina Zarobe to the members. Christina is OHA’s
new Assistant Editor. Mr. Lum also advised the Board
that Mr. Scott Exo has been hired on an emergency
hire basis as a Grants Application and Management
Specialist in the Planning and Research Division. Also
for the summer, the Native Hawaiian Revolving Loan
Fund has hired Ms. Heidi Ho as an intern.

2. Past Due Entitlement - Audit. OHA’s independent
audit of the results by the State’s audit. We have
reached agreement with the Office of State Planning
that the funds ($100,000) appropriated in Act 304 will
be used to cover other independent audits.

3. Kalapana Displacements - HB 865; SE 1434. HE 865
deals with making available to those persons displaced
from Kalapana low interest loans for areas of lessor
volcanic risks. SB 1434 allows long term leases of
state lands in the Kikela-keokea area made available
to Hawailans from Kalapana. No monies were
appropriated with this bill.

4. Hawaii County Economic Opportunity Council.
Received a letter trom Mr. George Yokoyama with
regards to the Keaukaha self-help housing. Some lots
are in the tsunami inundation zone and as a result,
there needs to be some construction changes. Mr.
Yokoyama Is asking it 01-IA could assist with an
additional $7,000.

5. Sovereignty - Gtant Proposal to ANA. A coalition of
groups, including OHA have forwarded a sovereignty
grant to ANA. OHA has $70,000 to attract new grants,
and we have Indicated that these funds ate available
for matching funds it ANA so requires.

6. Senate Committee on Energy and Natural Resources
Hearing.
A. July 1, 1991 - State Capitol - National Shoreline
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Park.
B. July 23, 1991 - Washington, D. C. - Tentative

Agenda: AN Amendments to HHC Act except
Purpose Clause.

The Chairman reported that he and Mr. Lum have met
with Senator Akaka’s staff, and that administration is
redrafting OHA’s testimony for July 1, 1991, amplifying
some of the concerns raised.

7. Kepoo v. Burgess, et al. Decision. Decision was
successfully concluded, and this exhausts Mr. Kepoo’s
remedy within the State.

8. Price IV - Petition to U.S. Supreme Court. A petition
has been submitted to the supreme court on behalf of
the trustees named.

9. Trustee Presentation Skills Workshop. A new
schedule has been arranged with Pam Chambers wIth
the first workshop scheduled lot Tuesday, July 9, 1991,
at 2:30 p.m.

10. Others. Ms. Sherry Broder had suggested that a press
release be issued on the Kepoo case.

Trustee Alona reported on the following action items from the BUDGET, FINANCE,

Budget, Finance, Policy and Planning Committee. PLANNING & POLIC

Trustee Alona MOVED, SECONDED by Trustee DeSoto that LAWRENCE OKINAG
the Board favorably act on and recommend the appropriation
of $45,000 in special funds lot the contracting of Mr.
Lawrence S. Okinaga, attorney at law, of Carismith, Ball,
Wichman, Case, Mukal & Ichiki, in order to begin addressing
the many tasks, the Committee will be needing with
professional, legal and technical advice, research,
recommendations and work products of the highest quality.
Motion CARRIED unanimously.

A short recess was called by the Chairman - 9:40 - 9:45. RECESS
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Trustee Aiona MOVED, SECONDED by Trustee DeSoto to CHILD & FAMILY

approve a one year allocation of $33,444 from special funds SERVICES

to Child and Family Services for the Waianae Coast Teen
Network/Hawaii Island Teen Service Project. The Child and
Family Services is requesting said amount to continue its
program of health education and counseling for pregnant and
patenting teens, their partners and families in the Waianae,
Hito and Kona areas. Motion CARRiED unanimously.

Trustee Alona MOVED, SECONDED by Trustee DeSoto to PACIFIC BREWING

issue a proposal to lease 1,700 square feet for general office BUILDING

purposes in the Pacific Brewing building located at the corner
of Imi Kata and Eha Streets with the following conditions:
1. The landlord also negotiates direct leases with Alu

Like, Inc.. Department of Hawaiian Home Lands and
Hui No Ko Ola Pono.

2. Office space to be built out to needs of tenant.
3. First right to lease additional space.
4. An option to purchase the property at appraised value

no sooner than two years from the date a lease
agreement is executed.

Also to appropriate $103,499 from special funds for the fiscal
year ending June 30, 1992, and $39,021 for the fiscal year
ending June 30, 1993. Motion CARRIED unanimously.

Trustee Aiona MOVED, SECONDED by Trustee Kanahete for ADMINISTRATIVE

the hiring of Administrative Aides for Trustees of the Office of AIDES

Hawaiian Affairs and to provide funding from special funds so
that the Trustees may best serve the beneficiaries of OHA.
The Administrative Aides will be acquired by contract with
compensable time not to exceed on the average 20 hours per
week. Motion CARRIED unanimously.

Trustee Alona MOVED, SECONDED by Trustee Akana to TRUSTEE’S
approve establishing an allowance for each member of the ALLOWANCE

Board of Trustees to cover inUdental expenses connected
with trustee functions and duties and adopting governing
guidelines. The annual atlowance of $7,200 per trustee wifl
be allotted on a semi-annual basis with special funds
designated as the source of funds. Motion CARRIED.
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Trustee DeSoto voted ‘no’.

Trustee Hao reported that there were no action items from the ECONOMIC
Economic Development and Land Committee, however, there DEVELOPMENT & LAI
was one announcement. That the Corn rnittee will be holding
a workshop on July 6, 1991, at 9:00 in the OHA Conference
Room on the Memorandum of Agreements retative to land
issues.

Trustee Kaulukukui reported that there were no action items EDUCATION &

from the Education and Culture Committee, however, he CULTURE
wanted to report that staff should be completing the criteria for
scholarships by the end of June.

Trustee Akaka reported that there were no action items from HEALTH & HUMAN
the Health and Human Services Committee. Trustee Akaka SERVICES
stated that the members did go over the budget for this
committee and that $3,800 was approved to print brochures
relating to Hawaiian health problems.

Trustee DeSoto reported on the following action items from LEGISLATIVE REVIE
the Legislative Review Committee.

Trustee DeSoto MOVED, SECONDED by Trustee Hao that REAPPORTtONMENT
the Office of Hawaiian Affairs oppose the proposed
reapportionment formula for the following reasons:

1. That the use of registered voters as the population
base is a likely violation of U.S. Supreme Court rulings
related to ‘one person, one vote’.

2. That the use of an adult population of individuals ‘16
years of older wili significantly penalize and under-
represent Native Hawaiians during the ten years that
the new districts are in force because Native
Hawaans have a proportionally-higher number of
‘under 16’ individuals.

3. By using the adutt voter population. Native Hawaiian
communities are penalized and mote likely to become
part of a ‘canoe district’.

4. All ‘canoe districts’ act to deprive Native Hawalians of
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appropriate representation by attempting to submerge
our population with a non-associated population.

Trustee Kanahele spoke in favor of the motion because he
has great concerns of Molokal being attached to Oahu. It
would be a detriment to the Island of Molokai. Trustee Hac
also spoke in favor of the motion because being from Motokai
which is a rural community, it is very different from Oahu.
Having one island connected to another is a problem. Motion
CARRIED unanimously.

Trustee Kanahele reported that there were no action items OHA RELATIONS
from the 01-IA Relations Committee.

Trustee Hoe reported on the following items on the Status STATUS &
and Entitlements and Housing Committee. ENTITLEMENTS

HOUS INC

1. A letter was sent to Ms. Norma Wong asking for a
price for Pohukaina and the MEES Building. Also the
lands on the western edge of Kewalo Basin and lands
on the eastern shore of Keehi Lagoon.

2. There is a large map in the Chairmans office showing
the state controlled lands along the airport complex.

3. A Mr. Jim Funaki is representing the Housing Finance
and Oevetopment Corporation in the negotiations of
01-IA’s revenue entitlements from certain ceded lands
at Kealakehe, Kona, Hawaii and at Lahaina, Maui.

Trustee DeSoto MOVED, SECONDED by Twstee Aiona to KA ‘IWI SHORELINE
oppose the proposed Ka’ Iwi National Shoreline Park. The
Chairman reported that staff is prèpating testimony to be
delivered on July 1, 1991. The testimony speaks in
opposition of the proposal and it seeks to clarify 01-lA’s
position to give back federal surplus lands. Motion CARRIED
unanimously.

Chairman Hoe reported on the reorganization of the REORGANIZATION
committee structure and MOVED for first reading approval.
Trustee Aiona SECONDED the motion. Motion CARRIED
unanimously.
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Trustee Aiona MOVED, SECONDED by Trustee DeSoto to XEANAE SCHOOL
issue a Resolution in support of the Keanae Community’s
concern in the closing of Keanae School on September 19,
1991. Trustee Aiona’s main concern was the cultural values.
Trustee Kanahele also spoke in favor of the motion because
of the cultural sensitivity of the Hawaiian children. Motion
CARRIED unanimously.

Chairman Hee referred to the Education and Culture NATIVE HAtAIIAN
Committee the Proposal from the Native Hawaiian Historic HISTORiC

TIONPreseivation (Task Force) Council for consideration back to RRCE)
the full Board. If the Committee has any concerns, they are COUNCIL
to work with Trustee Kanahete, who is a member of the
Council

Mrs. Mei Ling Akuna asked to speak before the Board against MEt LING AKUNA

the action the Board just took on Keanae School. Mrs.
Akuna, who is a former valedictorian and class president of
Keanae School, is for the closing of the school because of the
following reasons:
1. The children’s academic grades ate very low.
2. The parents are very uncooperative.
3. Most children are not from Keanae.

Executive Session - 10:35 am. EXECUTIVE
Regular Session Reconvened - 11:40 a.m. SESSION

There were no action items taken in Executive Session which
required ratification.

There being no fuhher business, the meeting adjourned at ADJOURNMENT
11:44 a.m.

Respectfully submitted,

arbara Yuen
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OFFICE OF HAWAIIAN AFFAERS ACTION ITEM

MEETING:

PREPARED BY:

REVIEWED BY:

BUDGET, FINANCE & POLICY COMMITTEE
January 30, 1996

Li6L-
Linda M. Colbum, Administrator

/D4L
Twstpe Abraham Aiona
Chair. Budget, Finance & Policy Committee

I. ACTION ITEM

To discuss and appropriately amend Title I, Chapter 3 of the Administrative &
Financial Manual at Guides ‘Manual of Guides”) relating to Annual Allowance (sea
Exhibit “A”) to provide clearer, more specific guidelines and to ensure such guidelines
fully comport with requirements of the federal and state taxing authonties and opinions
issued by the HawaPi State Ethics Commission.

II. ISSUE

The trustees have raised a number of questions relating to the use of the annual
allowance, reporting requttements to OHA and taxing authonties, and the disposition
of non-perishable items purchased with allowance funds. These questions are timely
posed and demonstrate the need to review, revise and clarify the policies and
procedures set forth itt Chapter 3 of the Manual of Guides.

HI. DISCUSSION

The provisions which currently control the use and disposition by trustees of their
annual allowance were approved by the Board on Juno 28, 1991, approximately four
and one-half years ago. Although attempts have been made periodically to update
Title I, Chapter 3, no amendments have been enacted since June. 1991.

1. Use of Annual Allowance. Questions have been raised as to what types of
items andtor services may be purchased with annual allowance funds. Section 3.2 is

ATTACHMENT 3 ATTACHMENT B
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not specific in this regard. Rather it broadly states that:

‘The purposes at the annual allowance are ... to develop and maintain
an ongoing communication network with beneficianes and the general
pubiic to promote a broader understanding of Hawaiian issues; and
encourage participation in the resolution of those issues.”

In her tatter dated May 29, 199f (see Exhibit “BTM), Sherry P. Btoder, Esq. advised
that:

“... examples of permitted expenditures might, therefore, indude funds to
allow each Trustee to send mailings to OHA beneficiaries directly, funds
to hire meeting halls within which individual Trustees could meet with
beneñcianes ...“.

The trustees’ annual allowance is somewhat analogous to the annual allowance
issued to State legislators. With respect to the disposition of the allowance, Chapter
24-1, Hawat’i Revised Statutes states, in part

“24-1. Allowance for incidental expenses. Each member of the
legislature shall receive an annual allowance of $50OD, which amount is
to cover incidental expenses connected with legislative duties ...“

The Citizen’s Committee on the Allowance for Personal Expenses of Members of the
Legislature described the legislative expenses requiring an allowance as:

TMexpenses such as meals required by meetings held early or late in the
day, ... expenditures connected with social, political, and charitable
functions which a legislator is expected to attend, postage for
newsletters, and other mailings to constituents, ...“

The foregoing are some examples of annual allowance expenditures deemed
permissible. Ms. Sroder cautions in her May 29, 1991 letter that trustees must remain
mindful that the expenditures comport with the purpose for which trust funds may be
used. - -

2. Accounting and Return of Unused Allowance. The annual allowance was
appropriated to provide trustees with readily accessible funds from which to pay
incidental expenses incurred In connection with the performance of their duties as
trustees, As in the case of legislative allowances, these funds were not intended as
additional compensation or salary on which the trustees are required to pay taxes. In
order to dearly differentiate the annual allowance as an °atlowance” versus
compensation, the funds must be accounted for on no less than an annual basis and

2
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any unused or excess portion must be returned. Attached for your perusal as Exhibit
CH Is a letter from Tere5a Beedle dated January 28, 1992.

3. Dsposit1on ot Non-Perishable Purchases. On December 10, 1993, the Hswai’i
State Ethics Commission issued Its Advisory Opinion No. 93-6 (see Exhibit “D) In
response to an inquiry from Russell Blair. Among other things, the Opinion addresses
the disposition of non-perishable items purchase with allowance moneys. The Opinion
states, in pertinent part:

“... non-perishable items purchased with the legislative allowance should
be considered state property. They should be treated no differently than
other pieces of state property at the legislature. .. Accordingly, non
perishable items purchased with the legislative allowance should be
placed on inventory and remain with the Senate when a senator teaves
office. ... it is for the State to decide flow to altocate or dispose of these
items.”

In light of the sirnifanties between the trustees’ allowance and the legislative
atlowance, it seems advisable to establish a policy that states all non-perishable items
purchased with OHA funds should be reported, upon acquisition, to the Administrative
Services Offices for inclusion in OHAs inventory and, upon a trustee’s departure,
remain with the Office for disposition.

4. Other Considerations. It has come to the attention of Administration and
members of the Board that a particular trustee appears to have been utitiztng a
disproportionately large quantity of stationery, copying paper and postage, has
monopolized the photocopying equipment on the 5th floor, and, by the sheer volume
of madouts requested, has taken up a disproportionately large amount of the ASO
staffs’ time and energy. Attached as Exhibit “E” and incorporated by reference are
charts itemizing the quantity of postage, supplies and photocopies by trustee.

Due to the actions of this trustee, the funds appropriated to line items such as
postage and office supplies are being expended at an unprecedented rate. II such
expenditures continue at the present level, the funds appropriated will be depleted
prior to the end of the fiscal year Administration will be forced to request additional
trust funds in order to maintain the Agency’s operations.

IV. ALTERNATIVES

1. Do not amend Thte I, Chapter 3 of the Manual of Guides.

2. Amend Title 1, Chapter 3 to clarify the use, accounting procedures, and

3
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disposition of non-perishable items purchase with allowance moneys. Attached
as Exhibit “P1 and incorporated by reference, is a proposed amendment to
Chapter 3. New language is underscored; language to be deleted Is bracketed,
tAccountabte Planj

3. Amend only portions of Title I, Chapter 3 In the manner to be determined in the
course of the Committee’s discussions.

V. RECOMMENDAJ1ON

Administration recommends that Alternative 2 be approved by the Committee and
forwarded to the Board for its consideration.

This Alternative 2 offers language clarification, addresses questions which trustees
have raised regarding use and reporting requirements, ensures a greater degree of
conformity to federaL and state tax regulations, and provides a reasonable avenue for
the funding of trustees’ expenses which are not directly related to his or her duties as
a member of OlIA’s Standing Committees or, in the case of the Chairperson, the
Board.

VI. SOURCE OF FUNDtNG

Administration does not anticipate a need for additionat funding to implement
Alternatives 1 or 2.

VII. TIMEFRAME

Within thirty days following review and approval by the Board’s counsel and other
persons deemed appropnate by the Board.

4
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Oiapter 3. Annual Allowance

Sec. 3.1. Scope of Chapter. The Board may, from time to Lime,

appropriate sufficient funds for an annual allowance to each tWstee. This

chapter establishes and implements the annual allowance.

Sec. 3.1. Purposes. The purposes of the annual allowance are as follows:

to develop and maintain an ongoing comniunicaffon network with beneficiaries

and the general public; to promote a broader understanding of Hawaiian fssues;

and encourage participation in the resolution of those issue!.

Sec. 3.3. Annual Allowance. Each trustee is allowed such amount as

provided by the Board to be used for any purpose set forth under Sec. 3.2.

The use of the allowance is subject to reporrfn or accounting, and the amount

of the allowance is not subject to reduction or adjustment by per diem, afr or

ground transportation payments, or compensation. The allowance is available

no later than ten calendar days after the effective date of trustees

appropriating funds for the annual allowances. In the case of a trustee who

fills a vacancy after the specified ten-day period, the allowance is payable

no later than ten calendar days after the trustee is appointed by the Board or

Governor.

Sec. 3.4. A.ccounting. Each trustee will prepare a quarterly report

within ten calendar days of the quartert s end on annual allowance

expenditures. All reports shall be filed with the chairperson, and such

reports shall be subject to annual audits and be included as a part of the

financial report of the expenditures of 0)1k as a whole. Whenever possible,
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chapter 3. AimiaL Allowance
Page Z

q-iarterly reports shall be 5upported by invoices, receipts or other 3if liar

documents. CP foiti No.

____,

‘Quarterly Allowance Report’, shall constitute

the report form. Any unexpended annual allowance shall be retunied to aiA, no

later than 10 working days following the expiration of the term of office or a

vacany that may occur through any other cause.
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A LAW CORPOPATØI
OcUN rw

pvm,oun i
70? fiI4MOI IuIT

HONOLUUL HAWM lull

cO)frrDzwrThL TfLfPHQHg ClOg Ut44fl
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tAX (013 UIMH

ilohard Z Paglinausa
Administrator
Office of Hawaiian Affairs

Froi Sherry P. Ercd.r

Kay 27, 1991

Subeotz t*a1 Review of the “Annual Allowance” Established by the
ccsmftteo on Sudg.t, Finance, Policy end Plannfnq, ay
10, 1991

This eorandum is written in respons. to your request of

Key 17, 1991, for a review of the action taken by OK?’. CcmJtte.

on en Annual Allowance for each Trust... According to Section

of the Cositte.’e proposa1 this could be spent for the

tcflowfnq purposes i “to and nalntafn an ongoinq

conmunication network with 1)riciariea and the general public; to

proiiot. a broader understanding of Hawaiian i.sussg and encourage

participation in the resolution Of thos• issu.;. £Zamplea of

piraitted expenditures 1ght. therefore, include funds to alloy

each Trustee to und mailings to OH? beneficiaries directly, funds

to hire r..tfng hells within uhfch Individual Trustees could meet

with beneficiariss, funds to hir. staff to coordLnate contacts

between iMivfdua]. Trustees end the beneficiaries and to allow each

Trustee to respond to their inquiries directly, as wall as other
ATFACHMENT 3
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C

In *y prof.nlonal u6gs.nt, this actien”4f approved by

the full oard-’vould be 3.gitinat. and should not raise any aer

legal probl.. Two uastfons need to be addr.u.d in order to

underoand the lapi frasevork vithin which the OliJ trusts.. uat

act: (1) Whet units doe. the nature of the tzust that generates

OHA’. rssoirces fpoa. on the ability Cf the Trustees to spend or

allocate those resourcei? t2) What lizits do the constitutional

and statutory provisions fipos. on the ability of the Trustees to

spend or allocate OK1m resources?

1

Cl.) The funds Clil. can drew upon have certain buflt’fn

restricffone on their use Legislatively—authorized general funds

zust be used for the purpose. identifIad by the legislatur, at the

tine of authorization. eYenuei the public land truat

proceeds mists aooording to :ion 10.13.5, be used 5for

the bettersent of the of native Hauailan.,’ itho an, for

this purpo.. defined as half—blood Hawailans Section 10—2).

Although ft can be argued that the imitation In Section 10—13.5 1.

too narrow and constitutes a violation of the trust established in

the 1895 ofnt Resolution of Annexation of an infringement on the

basic right of self-governance of the Hauaffan people, such an

arquuient raise. conpiex political, and legal issues end ii certain

to be divisive .n the Ravaiian connunity. Accordingly, the

Trustees should ensur, that the 5ff) fund. they receive benefit the

native awaLian..

At the present tne, ft Is clear that QUA nay expend 5(f)
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fundi for h. h.n.Eit of native Rivaflani onLy fttiv. RavelLa

Tru.ts Tfudfefel. Relief Act, LR.8. chapter 673, coazonly referred

to as the ‘right to sue bill by native Hawaiian. end Hawaiian

Zndfvldualg and Organization.’ stat.. thit O1’LI. milt adzhnust.z thu
truet ‘in the sole iii rent of ftc benefIciarIes,’ t.v.rth.las.,

OKA is not required to naxbifz. revenues to the native Utvxil.n

public trust, so long as the trust Is admhufetered ‘fu the sole

hntereots of its b.n.ficiarias.’ Furtheror., the State nay

provide collateral benefits to nen-baneficiarfee, “but only so long

as the primary benefits are enjoby beneficiaries, an the

collateral benefits are beneficIaries, and the

collateral benefft. do ntraat from nor reduce the benefits

•noy.d by the benaffofarias.’ Section 673—1(b) (1).

Thin requirement of administration for the ‘sole untersat

of its b.neficfariea” has alco been .steblish.d in case law by

Ravel I 5upr.ae Court with regard to the Ilavaffan Reins Land. Trust.

In A3nrna v. Departnent of Hawaiian Rome Tande, 66 HeW. 327, 338,

640 P.2d 1161 (1982), the Hawaii Supreme Court stated that’ ‘Coins

specific trust duty Is the obligation to administer the trust

solely in the interest of the b.neficlarl.’

To liift udic1ai challenges, the Trustees should eeec to

tie their ecpenditurus of the public land trust proceeda to

identifiable benefits that viii be received by the native Hawaiiens

vhsn.v•r possible.

(2) o was designed by the 1171 Constitutional

AU’ CHMENT 3
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Convention to be a s.ai—autoncous entity with eubitantfii

independent control of ita resources. This decision was reinforced

by the leielatur. which stated iii 1979, in whet ii nov fiction 10.

4 of the liawaii Revised Statutes, that OK ahall be a separate

entity independent of the exectitive bzench. OHk’S TEUIt•S t7

allocate OK’m rseourou for the b•nefit of its beneficiaries •o

1on% . the ruotees eterain. that it is in the sole interests of

its beneticleries, unless their action ii explicitly In conflict

with a conetitutional or statute zoviefon designed to lizit

OX’i activities. I a this eorandu an opinion

letter written by Jon M. 1rks on Noveeber 5, 1990 on a related

•Ubect which diecu5ses in detail the reasons that support this

conclusion.

Unless, therefore, in explicit statutory or

constitutional provision units CiA’S Trustees, they ay allocate

resources and spend resources for cozunication and participation

as described in the Ccnmfttes’s proposal. Are there any explicit

liftatfons that would restrict their ability to establish an

Nknnual Allowance5?

LRIS. Section 10-9 establishes the compensation rate p.r

eatinq for the Trustees and in addition authorizes thea to receive

“transportation fares” and “personal expenses” for per dies) for

their travel. it is not, however, written in languaq. that

Indicates that this list is •ant to be exhaustive. It does not,

in other words, indicate that the ?rusteas cannot also receive

other appropriate exp.n..s for othar leqitiiat. purpo..s.
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H.RL Ssotlon 1.0-1,2 suthoriges ths Adzinfgtrxtor to hfz.

staff to csrq out the funotione of O)QI. Ze this provision Mant

to be exciusiva, or dose it perft the Truatees to hir. their own

staff as v.1.1 to assist th. in th.fr legislative funotions, to

carry out the purposes identified in aeotion 3.2 of Chapter 3 o

the “Annual Allowance’? The language of HJ.S. Section 10l2 doss

not indicate that this provision is meant to be oxQll.WIYO, and

analogies to other legislative bodfea—uch as the county councils

in Reusif-—illustrate that ft i I”nd usual for legislators

to have their own staff ae

It would appear, ‘therefore, that nothing in the Hawaii

Rsvfed Statutes or the Hawaii State Constitution prohibits th

asteblishment of the uiua1. Allowance.’

o euari:s, the creation of an ‘Annual Allowance’ for

individual Trustees appears to be a leqftil5ate expenditur. of OKbI

resources. The actUal uses of thes• fund. may need to be

/monftored hourver, to ensure that the expenditures are In faot in

/ the sole Interests of the beneficiaries.
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Agenda
Engagement Team Members

Our Responsibilities

Responsibilities of Management and
Those Charged with Governance

Summary of Auditor’s Results

• Financial Statement Findings

Question and Comments
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We are responsible for:

• Performing an audit underAuditing Standards Generally Accepted
in the United States of America (GAAS) and Government Auditing
Standards of the financial statements prepared by management,
with your oversight

Forming and expressing an opinion about whether the financial
statements are presented fairly, in all material respects in
accordance with Accounting Principles Generally Accepted in the
United States of America (U.S. GAAP)

• Forming and expressing an opinion about whether certain
supplementary information is fairly stated in relation to the financial
statements as a whole

4/8/2019

Our ResponsibINfies
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Our ResponsthHites
We are responsible for:

• Communicating fraud and abuse with regard to Federal programs

• Communicating specific matters to you on a timely basis

Reporting material non-compliance related to laws, regulations,
contracts, and grant agreements, as well as significant deficiencies
and/or material weaknesses in internal control related to financial
reporting

An audit provides reasonable not absolute assurance that the
financial statements do not contain material misstatements due to
fraud or error It does not relieve you or management of your
responsibilities. Our respective responsibilities are described further
in our planning communicatyions letter dated December 7, 2018.

Our ResponsbiIities
Under the Uniform Guidance

Appropriately plan the audit by considering control risks

Form and express and opinion regarding:

• Schedule of Expenditures of Federal Awards (SEFA)

Compliance with major program requirements

• Internal control over compliance

• Summarize findings and questioned costs

3
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r
Other Information, such as management’s discussion and analysis
and other required supplementary information

• Read other information (we do not corroborate it)

Consider whether it is materially inconsistent with the financial
statements

Call to management’s attention identified material inconsistencies
or misstatements of fact, if any

Out responsibility does nut extend beyond our iCOii

Management is responsible for:
Preparing and fairly presenting the financial statements in accordance
with U.S. GAAP

• Preparing and fairly presented the SEFA
Designing, implementing, evaluating, and maintaining effective
internal control over financial reporting and compliance with Federal
grant awards
Communicating signficiant accounting and internal control matters to
those charged with governance
Providing us with unrestricted access to all persons and all information
relevant to our audit

• Informing us about fraud, illegal acts, significant deficiencies, and
material weaknesses

• Adjusting the financial statements, including disclosures, to correct
material misstatements
Informing us of subsequent events
Providing us with written representations

Our Responsibihties

rtisirliiiti

Managements ResponsibAities

Lii
It,
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Summary of Aud[tor’s Results

Financial Statements

Type of auditor’s report issued Unmodified

‘IF3
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Those Charged with Governance’s Responsibilities
Those charged with governance are responsible for:
• Overseeing the financial reporting process

Selling a positive tone at the top and challenging OHA’s activities
in the financial arena

• Discussing significant accounting and internal control matters with
management

• Informing us about fraud or suspected fraud, including its views
about fraud risks

• Informing us about other matters that are relevant to our audit
• Strategies and related business risks that may result in heightened

risks of material misstatement
• Matters warranting particular audit attention

Significant communications with regulators
• Matters related to the effectiveness of internal controls and your

oversight responsibilities
Actions regarding our previous communications

Internal control over financial
reporting

Material weakness(es) No

Significant Deflciency(ies) None reported

S



Federal Awards

Major Federal Program

Dollar threshold used to distinguish
between Type A and 1\jpe B programs

Auditee qualified as low-risk auditee?

CFDA 93.612
Native American Program,
Native Hawaiian Revolving
Loan Fund

$750,000

Yes

4/8/2019

1

Summary of Auditor’s Results
J

.a JSSC% S
Federal Awards

Internal control over major federal
programs:

Material weakness(es) identified? No

Significant Deficiency(ies) identified? None reported

Type of auditor’s report issued on Unmodified
compliance for major federal programs:

Any audit findings disclosed that are No
required to be reported in accordance with 2
CFR Section 200.51 6(a)?

S

Summary of Auditor’s Results
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wjcWE
Auditors responsibility under Generally Accepted Our responsibilihes were communicated in our laser
Auditing Standards in the United States of America, dated Decewber 7. 2018
Government Auditing Standards and the Uniform
Guidance.

4/8/2019

fl.
Management judgments and accounting Managements estimate of

estimates. Allowance for doubtful accounts and notes receivable
Useful lives of capital assets used to compute
depreciation espense
Fair value measurements of financial instruments
OHA’s net postretirement benefits other than pensions
(OPEB) liability
OHA’s net pension liability

We evaluated the key factors and assumptions used to
develop the estimates in determining that it is reasonable
in relation to the financial statements taken as a whole

Difficulties encountered in performing the We encountered no signitcant difficulties in dealing with

audit. management in performing and completing our audit

Required Communications

Stgniflcant accounting policies, including critical
accounting policies and alternative treatments within
generally accepted accounting principles and the
auditor’s judgement about the quality of accounting
principles.

OHA’s significant accounting policies are disclosed in
Note B to the tnancial statements OHA adopted the
provisions of Govemmental Accounting Standards Board
(GASB) Statement No 75, Accounting and Financiat
Reporting for Pontemptoyment Benehtn Other than
Pensions, relating to the accounting and tnancial
reporting for postemployment benefits

We noted no transactions entered into by OHA dunng
the year for which them is a lack of authontative
guidance or consensus

Alt signitcant transactions have been mcognized in The
financial statements in The proper period.

Rb ‘,vi’’,rw.

Required Communications

b N0CPAs,i’r

7



Required Communications

4/8/2019

0

—
Corrected and uncorrected None
miastatements.

Disagreementa with management None.

Management repreaentations. We requested certain representations trom management
that are inclsded in the management representation letter
deted March 25, 2019

Conaultation with other independent None that we are swam ot.

accountants.

h LsrLr6int

I Questions?
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