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Auditor’s Summary
Financial and Compliance Audit of the  
Department of Health, Water Pollution Control 
Revolving Fund
Financial Statements, Fiscal Year Ended June 30, 2019

THE PRIMARY PURPOSE of the audit was 
to form an opinion on the fairness of the 
presentation of the financial statements for the 
Department of Health, Water Pollution Control 
Revolving Fund, as of and for the fiscal year 
ended June 30, 2019, and to comply with the 
requirements of Title 2, U.S. Code of Federal 
Regulations, Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit 
Requirements for Federal Awards (Uniform 
Guidance), which set forth audit requirements 
for state and local governmental units that 
receive federal awards and the Environmental 
Protection Agency Audit Guide for Clean Water 
and Drinking Water State Revolving Fund 
Programs (Program).  The audit was conducted 
by KMH LLP.

About the Fund
In accordance with the  
Clean Water Act of 1987 (the 
Act), the U.S. Environmental 
Protection Agency’s 
(EPA) direct grants for the 
construction of wastewater 
treatment works ended in 
1990.  The Act provides 
for the creation of a State 
Revolving Fund (SRF) loan 
program to be capitalized in 
part by federal funds.  The 
Act authorizes states to make 
loans for construction of 
publicly owned wastewater 
treatment works, for 
implementation of a non-
point source pollution control 
management program, and 
for implementation of an 
estuary conservation and 
management program.  Under 
the Act, from 1989 to 1994, 
the State of Hawai‘i received 
more than $72 million in SRF 
capitalization grants.  The 

Act expired on September 
30, 1995; however, the State 
continues to receive SRF 
capitalization grants annually 
from the EPA and, to date, 
has been awarded over  
$317 million.  

In 1988, the Hawai‘i State 
Legislature established the 
State Water Pollution Control 
Revolving Fund (Revolving 
Fund) to initiate the federal 
loan program.  The purpose 
of the Revolving Fund is to 
provide loans in perpetuity to 
county and State agencies 
for the construction of 
wastewater treatment facilities 
and for non-point source 
projects.  The Revolving 
Fund is administered by the 
State of Hawai‘i Department 
of Health’s Environmental 
Management Division, 
Wastewater Branch.
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Financial Highlights
FOR THE FISCAL YEAR ended  
June 30, 2019, the Revolving Fund 
reported total revenues of $22.8 million 
and total operating expenses of $4 million, 
resulting in an increase in net position  
of $18.8 million.  Total revenues 
consisted of administrative loan fees  
of $1.7 million, interest income of  
$4.7 million, State contributions of 
$2.1 million, and Federal contributions 
of $14.2 million.  Total expenses of 
$4 million consisted of administrative 
expenses of $3 million and other 
expenses of $1 million. 

As of June 30, 2019, total assets and 
deferred outflows of resources were 
$544.5 million and total liabilities and deferred inflows of resources were $8 million.  Total assets 
were comprised of cash and cash equivalents of $177.8 million, loans receivable of $360.8 million, 
and other assets and deferred outflows of resources of $5.9 million. 

Auditors’ Opinions
THE REVOLVING FUND RECEIVED AN UNMODIFIED OPINION that its financial statements 
were presented fairly, in all material respects, in accordance with generally accepted accounting 
principles.  The Revolving Fund also received an unqualified opinion on its compliance with federal 
statutes, regulations, and terms and conditions of federal awards that apply to the Program.

Findings
THERE WERE NO REPORTED DEFICIENCIES in internal control over financial reporting that 
were considered to be material weaknesses and no instances of noncompliance or other matters that 
are required to be reported under Government Auditing Standards.  There were no findings that were 
considered material weaknesses in internal control over compliance with the Program.

For the complete report and financial statements visit our website at:
http://files.hawaii.gov/auditor/Reports/2019_Audit/DOH_WPCRF_2019.pdf
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Department of Health
Water Pollution Control Revolving Fund
State of Hawaii

Statement of Net Position
June 30, 2019

Current Assets:
Equity in cash and cash equivalents and investments in State Treasury 177,832,554$
Loan fees receivable 395,573
Accrued interest on loans 314,153
Due from State Treasury 3,395,230
Current maturities of loans receivable 30,912,954

Total current assets 212,850,464

Loans Receivable, net of current maturities 329,882,524
Capital Assets, net of accumulated depreciation 583,873

Total assets 543,316,861

Deferred Outflows of Resources 1,246,243

Total assets and deferred outflows of resources 544,563,104$

Current Liabilites--
Accounts Payable and Other Accrued Liabilities 219,710$

Accrued Vacation, net of current portion 150,537
Net Pension Liability 3,806,866
Net Other Postemployment Benefits Liability 3,736,978

Total liabilities 7,914,091

Deferred Inflows of Resources 111,274

Net Position:
Net investment in capital assets 583,873
Restricted - expendable 535,953,866

Total net position 536,537,739

Total liabilities, deferred inflows of resources, and net position 544,563,104$

Assets and Deferred Outflows of Resources

Liabilities, Deferred Inflows of Resources, and Net Position

See accompanying notes to the financial statements.
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Department of Health
Water Pollution Control Revolving Fund
State of Hawaii

Statement of Revenues, Expenses and Changes in Net Position
For the Year Ended June 30, 2019

Operating Revenues:
Interest income from loans 1,197,517$
Administrative loan fees 1,746,828

Total operating revenue 2,944,345

Operating Expense:
Administrative 2,967,384
Principal forgiveness 1,026,800

Total operating expenses 3,994,184

Operating loss (1,049,839)

Nonoperating Revenues:
State contributions 2,054,000
Federal contributions 14,228,752
Other interest income 3,551,154
Other income 6,021

Total nonoperating revenues 19,839,927

Change in net position 18,790,088

Net Position:
Beginning of fiscal year 517,747,651

End of fiscal year 536,537,739$

See accompanying notes to the financial statements.
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Department of Health
Water Pollution Control Revolving Fund
State of Hawaii

Statement of Cash Flows
For the Year Ended June 30, 2019

Cash Flows from Operating Activities:
Payments to employees (2,032,670)$     
Payments to vendors (149,483)          

Net cash used in operating activities (2,182,153)       

Cash Flows from Noncapital Financing Activity:
State contributions 2,054,000        
Federal contributions 12,979,853      

Net cash provided by noncapital financing activities 15,033,853

Cash Flows from Capital and Related Financing Activities --
Purchase of Equipment (16,007)            

Cash Flows from Investing Activities:
Principal repayments on loans 31,188,915      
Disbursement of loan proceeds (40,785,536)     
Interest income from loans 1,209,209        
Administrative loan fees 1,705,176        
Other interest income 1,285,596        

Net cash used in investing activities (5,396,640)       

Net increase in cash 7,439,053        

Equity in Cash and Cash Equivalents and Investments in State Treasury:
Beginning of fiscal year 170,393,501    

End of fiscal year 177,832,554$

See accompanying notes to the financial statements.
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Department of Health
Water Pollution Control Revolving Fund
State of Hawaii

Statement of Cash Flows (continued)
For the Year Ended June 30, 2019

Reconciliation of Operating Loss to Net Cash Used in Operating Activities:
Operating loss (1,049,839)$     
Adjustments to reconcile operating loss to net cash used in operating activities

Depreciation 89,745
Principal forgiveness 1,026,800        
Interest income from loans (1,197,517)       
Administrative loan fees (1,746,828)       
In-kind contribution from Environmental Protection Agency 600,000
Non-imposed fringe benefits 6,021
Change in assets, deferred outflows of resources, liabilities, and 

deferred inflows of resources:
Due from State Treasury 3,830
Accounts payable and other accrued liabilities (40,037)
Net deferred outflows/inflows of resources related to pensions 45,947              
Net pension liability 49,216              
Other postemployment benefits 30,509              

Net cash used in operating activities (2,182,153)$     

Supplemental Disclosure of Non-cash Capital and Related Financing Activities:

The Fund received approximately $649,000 for the year ended June 30, 2019, in contributions of 
capital assets from governmental agencies, which are recorded as federal contributions at estimated 
fair value.

See accompanying notes to the financial statements.
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Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

NOTE A - ESTABLISHMENT AND PURPOSE OF THE FUND 

NOTE B - SIGNIFICANT ACCOUNTING POLICIES 

1. Financial Statement Presentation 



Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

NOTE B - SIGNIFICANT ACCOUNTING POLICIES (continued) 

2. Measurement Focus and Basis of Accounting 

3. Use of Estimates 

4. Equity in Cash and Cash Equivalents and Investments in State Treasury  



Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

NOTE B - SIGNIFICANT ACCOUNTING POLICIES (continued) 

5. Loans Receivable 

6. Administrative Loan Fees

7. Capital Assets 

8. Accrued Vacation 



Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

NOTE B - SIGNIFICANT ACCOUNTING POLICIES (continued) 

9. Accumulated Sick Leave 

10. Net Position

Net investment in capital assets

Restricted-expendable

11. Administration Costs 



Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

NOTE B - SIGNIFICANT ACCOUNTING POLICIES (continued) 

12. Fund Accounts 

13. Expenses

14. Deferred Outflows of Resources and Deferred Inflows of Resources 

15. Pensions



Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

NOTE B - SIGNIFICANT ACCOUNTING POLICIES (continued) 

16. Other Post-employment Benefits (OPEB) 

17. Indirect Cost 

18. Due from State Treasury 



Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

NOTE C - LOANS RECEIVABLE 



Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

NOTE C - LOANS RECEIVABLE (continued) 

Total



Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

NOTE D – CONTRIBUTED CAPITAL 

NOTE E – CAPITAL ASSETS 



Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

NOTE F – ACCRUED VACATION 

NOTE G - EMPLOYEE BENEFIT PLANS 

1. Employees’ Retirement System 

Plan Description

Benefits Provided



Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

NOTE G - EMPLOYEE BENEFIT PLANS (continued) 

Noncontributory Class 



Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

NOTE G - EMPLOYEE BENEFIT PLANS (continued) 

Contributory Class for Members Hired Prior to July 1, 2012 



Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

NOTE G - EMPLOYEE BENEFIT PLANS (continued) 

Contributory Class for Members Hired After June 30, 2012 

Hybrid Class for Members Hired Prior to July 1, 2012 



Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

NOTE G - EMPLOYEE BENEFIT PLANS (continued) 

Hybrid Class for Members Hired After June 30, 2012 



Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

NOTE G - EMPLOYEE BENEFIT PLANS (continued) 

Contributions 

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions 



Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

NOTE G - EMPLOYEE BENEFIT PLANS (continued)  



Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

NOTE G - EMPLOYEE BENEFIT PLANS (continued)  

Actuarial Assumptions 



Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

NOTE G - EMPLOYEE BENEFIT PLANS (continued) 

Discount Rate



Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

NOTE G - EMPLOYEE BENEFIT PLANS (continued) 

Sensitivity of the WPCRF’s Proportionate Share of the Net Pension Liability to Changes in the 
Discount Rate

Pension Plan Fiduciary Net Position

Payables to the Pension Plan



Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

Notes to Financial Statements 
June 30, 2019 

30 

NOTE G - EMPLOYEE BENEFIT PLANS (continued) 

2. Deferred Compensation Plan 

The State offers its employees a deferred compensation plan created in accordance with Internal Revenue 
Code Section 457. The plan, available to all State employees, permits employees to defer a portion of 
their salary until future years. The deferred compensation is not available to employees until termination, 
retirement, death, or an unforeseeable emergency. 

All plan assets are held in a trust fund to protect them from claims of general creditors. The State has no 
responsibility for loss due to the investment or failure of investment of funds and assets in the plan, but 
has the duty of due care that would be required of an ordinary prudent investor. 

3. Post-Employment Health Care and Life Insurance Benefits 

Plan Description

The state provides certain health care and life insurance benefits to all qualified employees.  Pursuant to 
Act 88, Session Laws of Hawaii (SLH) of 2001, the state contributes to the Hawaii Employer-Union 
Health Benefits Trust Fund (EUTF), an agent multiple-employer defined benefit plan, effective 
July 1, 2003. The EUTF was established to provide a single delivery system of health benefits for state 
and county workers, retirees, and their dependents.  The EUTF issues an annual financial report that is 
available to the public.  The report may be obtained by writing to the EUTF at P.O. Box 2121, Honolulu, 
Hawaii, 96805-2121. 

State Policy

The actuarial valuation of the EUTF does not provide OPEB information by department or agency.  
Accordingly, the State’s policy on the accounting and reporting for OPEB is to allocate a portion of the 
State’s net OPEB liability, deferred inflows and outflows, and OPEB expense, to component units and 
proprietary funds that are reported separately in stand-alone departmental financial statements or in the 
State’s Comprehensive Annual Financial Report (CAFR).  The basis for the allocation is the 
proportionate share of contributions made by each component unit or proprietary fund for retiree health 
benefits.

Contributions 

Contributions are governed by HRS Chapter 87A and may be amended through legislation.  Contributions 
to the OPEB plan from the WPCRF was $293,784 for the fiscal year ended June 30, 2019.  The employer 
is required to make all contributions for members. 



Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

NOTE G - EMPLOYEE BENEFIT PLANS (continued)  

OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to OPEB   



Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

NOTE G - EMPLOYEE BENEFIT PLANS (continued)  



Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

NOTE G - EMPLOYEE BENEFIT PLANS (continued)  

Actuarial Assumptions 



Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

NOTE G - EMPLOYEE BENEFIT PLANS (continued)  

Single Discount Rate 



Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

NOTE G - EMPLOYEE BENEFIT PLANS (continued)  

Changes in Net OPEB Liability 



Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

NOTE G - EMPLOYEE BENEFIT PLANS (continued)  

Sensitivity of the WPCRF’s Proportionate Share of the Net OPEB Liability to Changes in the Discount 
Rate

Sensitivity of the WPCRF’s Proportionate Share of the Net OPEB Liability to Changes in the 
Healthcare Cost Trend Rate 



Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

NOTE G - EMPLOYEE BENEFIT PLANS (continued)  

OPEB Plan Fiduciary Net Position  

Required Supplementary Information and Disclosures

NOTE H - INSURANCE COVERAGE 



SUPPLEMENTARY INFORMATION



Department of Health
Water Pollution Control Revolving Fund
State of Hawaii

Schedule of Cash Receipts, Disbursements and Cash Balance
For the Year Ended June 30, 2019

Receipts:
Principal repayment on loans 31,188,915$
Interest income from loans 1,209,209
State contributions 2,054,000
Federal contributions 12,979,853
Administrative loan fees 1,705,176
Other interest income 1,285,596

Total receipts 50,422,749

Disbursements:
Disbursement of loan proceeds 40,785,536
Administrative 2,198,160

Total disbursements 42,983,696

Excess of receipts over disbursements 7,439,053

Equity in Cash and Cash Equivalents and Investments in State Treasury:
Beginning of fiscal year 170,393,501

End of fiscal year 177,832,554$
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Department of Health
Water Pollution Control Revolving Fund
State of Hawaii

Combining Statement of Net Position
June 30, 2019

State Revolving
Fund Activity State Activity Total

Current Assets:
Equity in cash and cash equivalents and investments

 in State Treasury 174,969,596$  2,862,958$      177,832,554$
Loan fees receivable -                   395,573 395,573
Accrued interest on loans 314,153 -                   314,153
Due from State Treasury 3,395,230 -                   3,395,230
Current maturities of loans receivable 30,912,954 -                   30,912,954

Total current assets 209,591,933    3,258,531        212,850,464    

Loans Receivable, net of current maturities 329,882,524 -                   329,882,524
Capital Assets, net of accumulated depreciation 565,642           18,231 583,873

Total assets 540,040,099    3,276,762        543,316,861    

Deferred Outflows of Resources -                   1,246,243 1,246,243

Total assets and deferred outflows of resources 540,040,099$ 4,523,005$     544,563,104$

Current Liabilities--
Accounts Payable and Other Accrued Liabilities 93,683$           126,027$         219,710$         

Accrued Vacation, net of current portion 62,924             87,613 150,537
Net Pension Liability -                   3,806,866 3,806,866
Net Other Postemployment Benefits Liability -                   3,736,978 3,736,978

Total liabilities 156,607           7,757,484        7,914,091        

Deferred Inflows -                   111,274 111,274

Net Position:
Net investment in capital assets 565,642           18,231 583,873
Restricted - expendable 539,317,850 (3,363,984) 535,953,866

Total net position 539,883,492    (3,345,753)       536,537,739    

Total liabilities, deferred inflows of resources, 
and net position 540,040,099$ 4,523,005$     544,563,104$

Assets and Deferred Outflows of Resources

Liabilities, Deferred Inflows of Resources, and Net Position
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Department of Health
Water Pollution Control Revolving Fund
State of Hawaii

Combining Statement of Revenues, Expenses and Changes in Net Position
For the Year Ended June 30, 2019

State Revolving 
Fund Activity State Activity Total

Operating Revenues:
Interest income from loans 1,197,517$      -$                 1,197,517$      
Administrative loan fees -                   1,746,828        1,746,828

Total operating revenue 1,197,517        1,746,828        2,944,345        

Operating Expenses:
Administrative 1,016,094        1,951,290        2,967,384
Principal forgiveness 1,026,800        -                   1,026,800        

Total operating expenses 2,042,894        1,951,290        3,994,184        

Operating loss (845,377)          (204,462)          (1,049,839)       

Nonoperating Revenues:
State contributions 2,054,000 -                   2,054,000
Federal contributions 14,228,752 -                   14,228,752
Other interest income 3,551,154 -                   3,551,154
Other income 1,874               4,147               6,021

Total nonoperating revenues 19,835,780      4,147               19,839,927      

Change in net position 18,990,403      (200,315)          18,790,088      

Net Position:
Beginning of fiscal year 520,421,146    (2,673,495)       517,747,651    

Transfer from State Activity to SRF Activity 471,943           (471,943)          -                   

End of fiscal year 539,883,492$ (3,345,753)$    536,537,739$
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Department of Health
Water Pollution Control Revolving Fund
State of Hawaii

Schedule of Operating Expenses
For the Year Ended June 30, 2019

State
Revolving

Fund Activity State Activity Total

Personnel 304,753$         1,183,577$      1,488,330$      
Principal Forgiveness 1,026,800        -                   1,026,800        
Pension Expense -                   377,098            377,098            
OPEB Expense -                   272,306            272,306            
Intergovernmental Personnel Agreement Expenses 600,000            -                   600,000            
Travel 13,961              27,312              41,273              
Professional Services -                   22,065              22,065              
Services rendered by other State agencies -                   16,494              16,494              
Telephone 3,010                8,107                11,117              
Rental 3,946                2,945                6,891                
Office and Other Supplies 1,392                3,394                4,786                
Training 1,578                6,310                7,888                
Depreciation 86,737              3,008                89,745              
Miscellaneous 717                   28,674              29,391              

Total operating expenses 2,042,894$     1,951,290$     3,994,184$      
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Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

Federal Grantor / 
Program Title  

Federal
CFDA

Number  
Project
Number  

Total Federal 
Expenditures

Passed
through to 

Subrecipients 



Department of Health 
Water Pollution Control Revolving Fund
State of Hawaii 

1. Basis of Presentation 

Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards 

2. Summary of Significant Accounting Policies 

3. Loans Receivable Outstanding 

4. Indirect Cost Rate 
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A Hawaii Limited Liability Partnership 

1003 Bishop Street  Suite 2400  Honolulu, HI  96813  Telephone: 808-526-2255  Fax:  808-536-5817  www.kmhllp.com 

Report On Internal Control Over Financial Reporting and on Compliance and Other Matters 
Based on an Audit Of Financial Statements Performed In Accordance With Government Auditing 

Standards

Independent Auditor’s Report 

Government Auditing Standards, 

Internal Control over Financial Reporting  

deficiency in internal control

material weakness

significant deficiency



Compliance and Other Matters  

Government Auditing Standards

Purpose of this Report 

Government Auditing Standards



PART III 

REPORT ON COMPLIANCE FOR A FEDERAL PROGRAM AND ON INTERNAL CONTROL 
OVER COMPLIANCE REQUIRED BY UNIFORM GUIDANCE 



A Hawaii Limited Liability Partnership 

1003 Bishop Street  Suite 2400  Honolulu, HI  96813  Telephone: 808-526-2255  Fax:  808-536-5817  www.kmhllp.com 

Report On Compliance for a Federal Program and on Internal Control Over Compliance Required 
by Uniform Guidance 

Independent Auditor’s Report 

Report on Compliance for Capitalization Grants for Clean Water State Revolving Funds Program 

OMB Compliance Supplement
Environmental Protection Agency Audit Guide for Clean Water and Drinking Water State Revolving 
Fund Programs 

Management’s Responsibility 

Auditor’s Responsibility 

Government Auditing Standards
Code of Federal Regulations

Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards 



Opinion on Compliance for Capitalization Grants for Clean Water State Revolving Funds 

Report on Internal Control Over Compliance 

deficiency in internal control over compliance

material weakness in internal control over compliance

significant deficiency in 
internal control over compliance



Environmental Protection Agency Audit Guide for Clean Water and Drinking 
Water State Revolving Fund
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