
State of Hawaii
Department of Health
Centers for Disease Control and Prevention ­

National Cancer Prevention and Control Branch
Status of Prior Year Findings and Questioned Costs
Year Ended June 30, 2008

Finding No. 07-11: Eligibility

The program allows women to self-certify as to their eligibility for the program on the "Statement of
Eligibility to Participate." The certification is often the program's only evidence of participants' eligibility
to receive benefits from this grant and is acceptable evidence, per discussion with DHHS program
personnel. Patient data is compiled and tracked in the CAST data collection system and submitted to
the Centers for Disease Control ("CDC") for compliance monitoring purposes. During our testing for
compliance with eligibility requirements in the prior year, we noted the folloWing matters:

• For 1 out of 40 patient files tested, the "Statement of Eligibility to Participate" did not include the
patient's date of birth;

• For 1 out of 40 patient files tested, the "Statement of Eligibility to Participate" did not include the
patient's average monthly income; and

• For 1 out of 40 patient files tested, the incorrect birth dates for the patients were documented in
the "Statement of Eligibility to Participate".

We recommended that the NCPC Branch ensure that service prOViders obtain complete and accurate
Statements of Eligibility to Participate forms from patients. Program personnel should also independently
review the certifications for timely completion and compliance with eligibility requirements.

Status

Resolved. Based on testing performed in the current year, we did not note any exceptions during our test
of the eligibility compliance requirements for the NCPC program. All the noted exceptions that occurred
in the prior year were remedied and there were no instances of any other exceptions during the current
year. Consequently, this finding will not carry forward.
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State of Hawaii
Department of Health
Centers for Disease Control and Prevention
Special Supplemental Nutrition Program for Women, Infants, and Children
Status of Prior Year Findings and Questioned Costs
Year Ended June 30, 2008

Finding No. 06·08: Cash Management

During our prior year review of the Department's cash management procedures, we noted that we could
not verify whether DAGS disbursed funds from federal sources within three business days after the
Department drew down the funds which is in accordance with the Cash Management Improvement Act
Regulations & Guidance 31 CFR 205 (Final Rule). We also noted that the Department was not
calculating or remitting any interest earnings attributable to these untimely disbursements. The delays
were caused by the State's payment process that requires payments by all State departments to be
processed through DAGS resulting in processing delays.

Noncompliance with federal regulations could result in a loss of funding that may jeopardize the
operations of the Department's federally funded programs.

We recommended that the Department work with DAGS to ensure timely disbursement of federal funds.
In addition, we recommended that the Department calculate and remit any interest liability to the federal
government, if necessary, in accordance with federal regulations.

Status

Unresolved. We continued to find that neither the WIC nor CDC programs are calculating interest on the
funds drawn down in advance.

We were also still unable to verify whether the Department and DAGS complied with the Cash
Management Improvement Act's requirement to minimize the time between the transfer of funds
from the U.S. Treasury and disbursement by the Department.
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State of Hawaii
Department of Health
Substance Abuse Prevention and Treatment Block Grant
Status of Prior Year Findings and Questioned Costs
Year Ended June 30, 2008

Finding No. 05-09: Allowable Costs - Purchase Requisition Approvals

During our prior year testing of purchasing controls for the Substance Abuse Prevention and Treatment
Block Grant (USAPT") program, we noted that approval of purchase requisitions by supervisors was
inconsistently evidenced for the Alcohol and Drug Abuse Division. The inconsistent approval was due
to the lack of a formal requirement to evidence approval of purchase requisitions.

We recommended that the program (and Department) implement a formal requirement for supervisors
to evidence their approval of all purchase requisitions to ensure compliance with OMB Circular A-87 and
internally documented fiscal procedures.

Status

Resolved. The program established a formal process for purchase orders in March 2007. Consequently,
this finding will not carry forward.
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State of Hawaii
Department of Health
HIV Care Formula Grants
Status of Prior Year Findings and Questioned Costs
Year Ended June 30, 2008

Finding No. 05-14: Earmarking - Quality Management Program

During our prior year testing of the HIV Care Formula Grants program, we noted that the program did
not have a formalized quality management program in place to monitor whether program activities were
consistent with the most recent Public Health Service ("PHS") guidelines, as required under the grant
agreement. However, we did note that program personnel were performing quality management activities
on an informal basis. We were informed that the Department's Quality Assurance and Evaluation
Committee has developed a draft Quality Assurance Plan, which documents the standards for case
management service delivery and monitoring of service delivery. The plan was expected to be finalized
and implemented in late 2006.

We recommended that the Department finalize and implement its Quality Assurance Plan to ensure
compliance with PHS guidelines and enable the Department to effectively monitor its HIV Care programs.

Status

Resolution ongoing. Due to staffing constraints, the program was unable to fully implement their Quality
Assurance Plan. Per discussion with program personnel, we understand that the Quality Assurance Plan
was implemented in fiscal year 2009.
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May 27,2009

Office of the Auditor
465 South King Street, Suite 500
Honolulu, Hawaii 96813

Dear State Auditor:

In reply, please refer to:
File:

ASO-F-5352

Attached are the Department of Health's Corrective Action Plan for the findings
on the audit report for fiscal year 2008 and comments regarding prior year
findings.

We appreciate the opportunity to comment on the audit report.

~
Chiy\1me ~::;t1kino, M.D.
Director of Health
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II. Financial Statement Findings

Finding Nos. 08-01 and 07-01: Restatement of Beginning Fund Balance/Net Assets
(Material Weakness)

Finding and Cause and Effect

During our current year financial statement audit of the State of Hawaii, Department of Health
(the "Department"), we identified an accounting error in the Department's basic financial
statements as of and for the year ended June 30, 2007 due to the lack of oversight by fiscal
management over the accrual of liabilities. Accordingly, the Department restated its opening net
assets attributable to governmental activities and governmental funds' fund balances as of
July 1, 2007 to correct these errors which relate to the accounting for appropriations and
amounts due to the State of Hawaii, Department of Human Services ("DHS").

Corrective Action Plan

The Department has already restated the beginning balances in the financial statements for the
year ended June 30, 2008 to correct the error identified. The departmental fiscal officer will
assist the programs in accruing the reimbursements due to and from the DHS. The Department
is working out a plan with the DHS to determine how the $4.15 million will be returned to the
DHS for the repayment required by the Child and Adolescent Mental Health Division ("CAMHD")
to the Med-OUEST Division ("MOD") of the DHS for the Federal fiscal years 2004 - 2007.

Person Responsible

ASO Fiscal Officer

Anticipated Date of Completion

June 30, 2009

Finding No. 08-02 and 07-02: Capital Assets (Material Weakness)

Finding and Cause and Effect

In prior year audits (starting with the fiscal year 2004 audit), it was noted that the Department
did not properly report capital purchases in accordance with the State's policies and procedures.
It was recommended that the Department report capital asset additions to the State
Procurement Office ("SPO") in a timely manner in accordance with the DAGS - SPO ­
Inventory Management Branch Training Manual ("State Inventory Manual"). It was also
recommended that the Department implement a procedure for property custodians to reconcile
quarterly equipment acquisitions in FAMIS to the DAGS computerized inventory reports ("MDB
reports") from the State's Fixed Asset Inventory System ("FAIS") in a timely manner.



During our past audits, we noted that the Department implemented procedures to assist the
individual programs in recording capital purchases to FAIS in a timely manner by sending each
program a detailed listing of all fixed assets purchases recorded to FAMIS on a quarterly basis.
The programs are responsible for reconciling this listing to the FAIS inventory reports. We
continued to note instances where capital assets were purchased, but not reported in FAIS,
resulting in an audit adjustment.

Corrective Action Plan

Currently, SPO transmits the quarterly listing of fixed assets and the FAIS inventory reports to
the ASO. The ASO then distributes these documents to the various divisions, staff offices and
attached agencies to reconcile the listings to the FAIS inventory reports. SPO informed the
Department that they distribute these documents directly to the divisions for all other
departments and are willing to do the same for this Department. Therefore, the Department will
be requesting approval from the SPO to have SPO send the quarterly list of fixed asset
expenditures recorded in FAMIS as well as the FAIS inventory reports directly to each division,
staff office or attached agency. These programs will then reconcile the listings to the FAIS
inventory reports. After completing the reconciliations and resolVing any discrepancies, the
divisions, staff offices and attached agencies will send the completed reports to SPO. The ASO
will continue to assist the programs to ensure fixed assets are properly recorded in accordance
with the policies and procedures in the DAGS-SPO-Inventory Management Branch Training .
Manual.

Person Responsible

ASO Procurement and Supply Specialist and the Public Health Administration Officer for each
program

Anticipated Date of Completion

July 1, 2009

Finding No. 08-03: Department of Human Services Transactions (Material Weakness)

Finding and Cause and Effect

Certain of the Department's programs are eligible to receive Medicaid funds for the federal
share of the services they provide if the services are provided to Medicaid eligible patients in
State programs. However, in prior year audits, it was noted that the Department had difficulty
determining the amounts due to and due from DHS related to Medicaid funds.

We noted that there are several different programs within the Department that receive Medicaid
funds to pay for the federal share of the Medicaid eligible patients that are seen by the
providers. Each program has a different way of tracking the funds that are received from DHS,
and each program receives different amounts of Medicaid funds depending on how the
programs are set up with DHS. These differences could cause the data provided to be
misstated as the Department might assume the information provided is one thing, but the
amounts on the schedule might represent something completely different.



Because of these issues, the Department is continually struggling with DHS as to how much
money it is entitled to receive. Also, because DHS did not reconcile its payment data to the
encounters data, it overpaid the Department and now the Department must find a way to return
the overpayments to DHS.

The payable and receivable information is required to be maintained on a full accrual basis for
the Department's department-wide statement of net assets.

Corrective Action Plan

The Department will require the programs that receive Medicaid reimbursements to submit a
report to the Administrative Services Office (ASO) showing the accounts receivable balances on
a monthly basis. The ASO Accounting is developing a reporting format to be used by these
programs to ensure standardized reporting.

Person Responsible for Corrective Action

ASO Accountant V and Public Health Administrative Officers of programs receiving Medicaid
reimbursements

Anticipated Date of Completion

June 30, 2009

Section III. Federal Award Findings and Questioned Costs

Finding Nos. 08-04 and 07-03: Reporting (Material Weakness)

Finding and Cause and Effect

During our current year audit, we also noted the following instances of noncompliance with
federal reporting requirements for the HIV Care program:

• Maintenance of Effort Report: The amount of State expenditures for FY 2007 was
incorrectly reported as $4,990,742 compared to $4,591,930 in actual expenditures.

The reporting errors for the Maintenance of Effort Report were partially caused by the
erroneous inclusion of encumbrances. State effort should be measured solely by
expenditures made in the fiscal year. Also, it is improper to limit the amount of
expenditures reported in the current year to the amount reported in the prior year. Total
expenditures for all years must be accurately reported. Reporting errors are also caused
by the program not having formalized processes in place to monitor invoices and actual
expenditures. Reports were prepared based on budgeted amounts and outdated reports
resulting in inaccurate reports submitted to the federal government.



• The Annual Financial Status Reports, Standard Form (flSF")-269a was submitted
approximately three months after the due date.

• The Final Annual Progress Report was submitted approximately one month after the due
date.

Corrective Action Plan

In the Maintenance of Effort Report attached to the Ryan White H1V/AIDS Treatment and
Modernization Act of 2006 Part B Grant Program application, the STD/AIDS Prevention Branch
(SAPB) includes both actual expenditures as well as obligated amounts as part of the
expenditures in the preceding year. Because invoices may be submitted up to twelve months
after the grant expiration date, reporting only actual expenditures accrued up to the grant
expiration date may result in a significant amount of expenditures not being included in the
report to the awarding agency. This would result in an incomplete picture of HIV-related
activities in Hawaii. Therefore, the SAPB reports both actual and obligated expenditures (in the
form of encumbered amounts) to the awarding agency. Both are clearly labeled in the
Maintenance of Effort worksheet.

Ryan White legislation specifically requires that:

The State will maintain HIV-related activities at a level that is equal to not less than the
level of such expenditures by the State for the one-year period preceding the fiscal year
for which the State is applying to receive a grant under Part B.

The figures included in the Maintenance of Effort Report show that Hawaii is expending funds at
a level that is equal to the prior year as is required by the Ryan White Care Act. The SAPB now
uses financial information from DataMart reports for the required reporting period.

The Department has already implemented a plan Whereby programs submit a Financial Status
Report (FSR) request to the ASO to ensure the timely submittal of SF-269 reports.

Person Responsible for Corrective Action

ASO Fiscal Officer, Public Health Administrative Officers of affected programs and SAPB
Planner

Anticipated Date of Completion

July 1, 2009



Finding Nos. 08-05 and 07-04: Eligibility (Material Weakness)

Finding and Cause and Effect

During our current year audit, we tested 40 ADAP patient records and 10 H-COBRA patient
records. Due to the Department maintaining insufficient supporting documents, we noted the
following instances of noncompliance with eligibility requirements for the HIV Care program:

• For 3 out of 40 patient records tested, the program was unable to provide
documentation to evidence the eligibility (estimated value of liquid assets) of the
ADAP participants.

• For 8 out of 10 patient records tested, the program was unable to provide adequate
documentation to evidence the eligibility (estimated value of liquid assets) of H­
COBRA participants.

• For 8 out of 40 ADAP patient records tested, the program was unable to provide
documentation to evidence that 6-month recertifications were performed.

We noted that the program has taken steps to remediate this recurring finding from prior years
(Finding No. 07-04, No. 06-02 and No. 05-02). However, as the program is still in the process
of implementing our recommendations, the program did not meet the Eligibility requirements in
fiscal 2008.

Corrective Action Plan

Two of the three cited instances of noncompliance relate to documentation of liquid assets. As
noted by the auditors, the program eligibility requirement related to liquid assets was in place
during only the first half of the audit period and the State waived the requirement for
documenting the client's estimated value of liquid assets effective January 1,2008. This
change to the eligibility requirement was made, in part, because it has proven impractical to
document liquid assets in a way which is thorough and exhaustive. As a result of this change,
documentation of liquid assets will not be a factor in future audits.

The remaining cited instance of noncompliance relates to 6-month recertifications of HDAP
participants. Of the 40 HDAP patient records tested, the program was able to provide
documentation of 6-month recertification for 20 patients. Two (2) patients were discharged from
the program prior to the end of the audit period and were overdue for recertification at the time
of discharge. The remaining 6 patients were overdue for recertification as of the end of the
audit period and the program had been making efforts to recertify each of them. The program
closely tracks recertification but must rely on participants themselves to complete the
recertification process (by providing requested documentation, etc.). It can be difficult to ensure
that participants complete recertification promptly within 6 months. Non-compliant clients could
be terminated from the program but disrupting a client's access to HIV medications can have
serious harmful medical effects and would be counter to the priority of the program which is to
retain individuals in treatment. Thus, the program continues to provide medications while
recertification is in process. The program will work with case managers to ensure recertification
on a timely basis.



Person Responsible for Corrective Action

Supervisor HIV Medical Management Services

Anticipated Date of Completion

July 1, 2009

Finding Nos. 08-06 and 07-05: Earmarking (Material Weakness)

Finding and Cause and Effect

During our current year audit of the HIV Care program, we noted the following instances of
noncompliance with earmarking requirements for amounts expended on women, infants,
children and youth during the grant period. The amount expended was $303,360, which was
$106,165 less than required by terms of the applicable grant. The shortfall was due primarily to
the fact that the need for services for women, infants and children is less that the amount of
funds available.

Corrective Action Plan

Levels of expenditures reported in the Women, Infants, Children, and Youth reports are based
on actual expenditures. Actual expenditures reflect services provided in response to actual
need. As the payor of last resort, Ryan White funds are accessed only after all other sources of
funds have been exhausted, which results in requests for services at levels lower than the levels
of resources that have been required to be set aside.

Program personnel will continue to ensure that providers are aware of the funding available for
women, infants, children and youth. The Program will monitor expenditures for these specific
purposes.

Person Responsible for Corrective Action

SAPB Planner

Anticipated Date of Completion

July 1, 2009

Finding No. 08-07: Equipment Management

Finding and Cause and Effect

During our current year audit, we noted one instance of theft occurred during the prior fiscal
year at the Centers for Disease Control and Prevention Investigations and Technical Assistance
Program - National Cancer Prevention and Control Branch ("NCPC") program. We noted that
the item that was stolen or was misplaced was a laptop computer that may have contained



sensitive client information, because of the type of services the program provides to individuals,
and the access to information that may have been stored on the computer.

Corrective Action Plan

The CDMCB is acutely aware of the sensitive nature of the personal information dealt with by
the program. This sensitive information is electronically stored in the CaST system on the
desktop computer of the Data Support User Technician (DPUST); the work performed by the
DPUST which involves this sensitive information is done at the desktop computer. This
computer is turned off when the DPUST leaves his work station for extended periods and is
password protected. Also, while it is indeed possible to transfer this sensitive information to a
laptop computer, there is no reason to do so.

With regard to the security of the equipment, the portable equipment (laptops, projectors, etc.)
of both the Breast and Cervical Cancer Control Program and the Comprehensive Cancer
Control Program is stored in locked cabinets. The equipment for the Breast and Cervical Cancer
Control Program is in the custody of the Public Health Administrative Officer; the equipment for
the Comprehensive Cancer Control Program is in the custody of the Office Assistant. A "sign
out" sheet is stored with each program's equipment.

Person Responsible for Corrective Action

CHD Public Health Administrative Services Officer

Anticipated Date of Completion

December 2007

Finding No. 08-08: Certification for Fully Federally Funded Employees

Finding and Cause and Effect

During our testing of the allowability compliance requirement for the Public Health Preparedness
and Response for Bioterrorism program and the HIV Care Formula Grants Program, we noted
that both programs had employees that spent 100 percent of their time on the grant but did not
obtain semi-annual certifications signed by the employees or (per requirement stated below)
their supervisors, confirming that they worked solely on grant related activities in accordance
with OMB Circular A-87 guidelines for payroll.

Although proper controls are in place to ensure that only employees that actually spend time on
grant related activities actually charged time to the program's appropriation, there is no
documentation maintained to confirm that this control was in place and that the time allocated to
the program for these employees was periodically reviewed by the employees or their
supervisors.



Corrective Action Plan

The Bioterrorism Preparedness and Response Branch (BPRB) implemented federal funding
certification procedures effective August 10, 2008 for employees spending 100 percent of their
time on activities funded by and related to the Public Health Preparedness and Response for
Bioterrorism Cooperative Agreement (PHPRBCA). Beginning with the semi-annual certification
period ending February 9, 2009, all active employees that are 100 percent PHPRBCA-funded
signed and submitted certifications covering the first six (6) months of the grant performance
period prior to the February 28, 2009 due date.

The STD/AIDS Prevention Branch (SAPB) will implement a procedure to obtain semi-annual
certifications from all employees that are 100 percent HIV Care Formula Grant-funded to certify
that they spend 100 percent of their time on the grant, confirming that they actually worked
solely on grant-related activities.

Person Responsible for Corrective Action

For BPRB -- BPRB Chief and BPRB Fiscal Specialist
For SAPB - Public Health Administrative Officer

Anticipated Date of Completion

For BPRB - February 2009
For SAPB - July 1, 2009

Finding No. 06-08: Cash Management

During our prior year review of the Department's cash management procedures, we noted that
we could not verify whether DAGS disbursed funds from federal sources within three business
days after the Department drew down the funds which is in accordance with the Cash
Management Improvement Act Regulations & Guidance 31 CFR 205 (Final Rule). We also
noted that the Department was not calculating or remitting any interest earnings attributable to
these untimely disbursements. The delays were caused by the State's payment process that
requires payments by all State departments to be processed through DAGS resulting in
processing delays.

Noncompliance with federal regulations could result in a loss of funding that may jeopardize the
operations of the Department's federally funded programs.

We recommended that the Department work with DAGS to ensure timely disbursement of
federal funds. In addition, we recommend that the Department calculate and remit any interest
liability to the federal government, if necessary, in accordance with federal regulations:

Corrective Action Plan

The Department is continuously working with the Department of Accounting and General
Services (DAGS) and the state Department of Budget and Finance (B&F) to establish a faster
process of depositing and disbursing federal money to ensure compliance with Federal
Regulations as well as to meet the state department's treasury deposit and fiscal accounting



responsibilities. The Department has internally made changes to the procedures to ensure the
paperwork required to record the deposits and make payments are processed as soon as
possible. Without changes to the B&F and DAGS processes, the Department cannot ensure
compliance to the Federal Regulations.

Person Responsible for Corrective Action

Administrative Services Officer and Fiscal Officer

Anticipated Date of Completion

September 2008

Finding No. 05·14: Earmarking - Quality Management Program

During our prior year testing of the HIV Care Formula Grants program, we noted that the
program did not have a formalized quality management program in place to monitor whether
program activities were consistent with the most recent Public Health Service ("PHS")
guidelines, as required under the grant agreement. However, we did note that program
personnel were performing quality management activities on an informal basis. We were
informed that the Department's Quality Assurance and Evaluation Committee has developed a
draft Quality Assurance Plan, which documents the standards for case management service
delivery and monitoring of service delivery. The plan was expected to be finalized and
implemented in late 2006.

We recommended that the Department finalize and implement its Quality Assurance Plan to
ensure compliance with PHS guidelines and enable the Department to effectively monitor
its HIV Care programs.

Corrective Action Plan

SAPB finalized the Quality Management Plan in May 2008 and the plan was implemented 'in
August 2008.

Person Responsible for Corrective Action

SAPB Branch Chief

Anticipated Date of Completion

August 2008




