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Foreword

This audit was conducted pursuant to Resolution 04-205, Requesting
a Performance Audit of the Hanauma Bay Nature Preserve Fund,
which was adopted by the city council on August 11, 2004. The
resolution noted that the Hanauma Bay Nature Preserve Fund was
established to help protect the preserve, cited concerns resulting from
the former administration’s proposal to remove concession fees as
revenue source for this fund, and requested an assessment whether
the Department of Budget and Fiscal Servicesis effectively and
appropriately administering the fund, including expending monies
necessary to adequately and properly operate and maintain the
preserve. Thisreport focused on the revenues to the fund,
expenditures against the fund and offers recommendations to
improve utility of the Hanauma Bay Nature Preserve Fund.

We wish to express our appreciation for the cooperation and
assistance of the officials and staff of the Department of Budget and
Fiscal Services, the Department of Parks and Recreation, and others
who we contacted during this audit.

Ledliel. Tanaka, CPA
City Auditor






Office of the City Auditor

City and County of Honolulu

EXECUTIVE SUMMARY

Audit of the Hanauma Bay Nature Preserve Fund
Report No. 07-02, June 2007

Thisaudit wasconducted pursuant to Resol ution 04-205, Requestinga
Performance Audit of the Hanauma Bay Nature Preserve Fund,
whichwasadopted by thecity council on August 11, 2004. The

resol ution noted that theHanaumaBay Nature Preserve Fund was
establishedtohelp protect thepreserve, cited concernsresultingfromthe
former administration’ sproposal toremoveconcess onfeesasrevenue
sourcefor thisfund, and requested an assessment whether the
Department of Budget and Fiscal Servicesiseffectively and
appropriately administeringthefund, including expendingmonies
necessary to adequately and properly operateand maintainthepreserve.
Thisreport examinestheseand other pertinentissuesrelatingtothe
preserveandthepreserve’ sspecial fund, and of fersrecommendationsto
improvetheadministrationof thefundandthenaturepreserve.

Background

TheHanaumaBay isapreciousnatural resourcewhichincludesa
diversemarinelifehabitat of over 400 speciesof tropical reef fishand
other resident aquati ¢ speci es, and calmwatersand sandy bottomed
areassuitablefor swimmingandsnorkeling. Whilethebay issecond
only toWaikiki Beachasatourist destination, itistoday viewed
primarily asanature preserveand not abeach park. Asthestate’ sfirst
MarineLifeConservationDistrict, theprimary objectiveof thepreserve
istoensurethat visitor stewardshipand awarenessaresufficientto
protect and preservethebay’ sfragilemarineresources.

Inrecognitionof theuniquerequirementsto protect thebay’ sunique
marineresources, theHanaumaBay Nature Preserve Fundwas
establishedin 1996 whenthecity council enacted Ordinance96-19 now
codifiedin Sections6-51.1t06-51.4, Revised Ordinancesof Honolulu
(ROH). Admissionand parkingfeesand concessionairerentsfrom
preserveoperationsaredepositedintothisfund. Section6-51.2, ROH,
stipul atesthat fund moniesareto beexpendedin support of the needsof
thepreserveinthefollowingorder of priority:

* first,fortheoperation, maintenanceandimprovement of the
preserve;
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* second, for educational and orientation programsfor visitorstothe
preserve; and

* third,acarryingcapacity study andother studiesrelatingtothe
environment conditionof thepreserve.

Thedirector of theDepartment of Budget and Fiscal Services(BFS)is
responsiblefor theadministration of thefundwhilethedirector of the
Department of Parksand Recreation (DPR) i sresponsiblefor managing,
maintai ning and operatingthepreserve. Appropriationsfromthefund
areprimarily expended throughtheparksdepartment for the
management of thepreserve; however, appropriationsareal soprovided
totheHonolulu Emergency ServicesDepartment for ocean safety and
lifeguard servicesandthe Department of EnterpriseServicesfor
monitoring day-to-day concessionoperationsat thepreserve.

Our review focused onfinancia andbudget recordsrel evanttothe
HanaumaBay Nature PreserveFundfor theperiod FY 2003-04 through
FY 2005-06. Weassessed theextent towhich administrative practices
ensured compliancewithintended purposesof thefund pursuant to
Section 6-51.2t06-51-4, ROH, aswell asapplicable sectionsof the
Hawai‘i Revised Statutesand Revised Charter of Honolulu. Excluded
fromthisaudit wereeval uationsor assessmentsof management practices
andarevenueaudit and assessment of related control sover cashiering
dutiesof thepreserveentrancefeesand concession operations.

Summary of
Findings

Wefoundthat therevenuesand expendituresof thefundwere
appropriately tracked and monitored by the Departmentsof Parksand
Recreationand Budget and Fiscal Services. Asthecentral budgeting
andaccounting agency for theexecutivebranch, BFSaccountsfor the
preservefunds’ revenuesand expendituresinaccordancewith
reguirementsin Section6-51.4, ROH, andreportsthefund balancein
financia statements. Wecommendthedepartment and operating
agenciesfor appropriately trackingand monitoringtherevenuesand
expendituresapplicabletothepreservefund.

Weal sofoundthat the Department of Parksand Recreation’ smost
recent master planfor thepreservewaspreparedin 1992 andis
outdated and obsolete. Althoughtheprioritiesfor useof thepreserve's
fundsarespecified, thereisno coordinated effort toidentify, assessand
eval uateexpendituresneededto ensurethepreserve’ sobjectivesare
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met. Thisiscomplicated by thelack of user friendly fund balance
reportsavailablefor budget and planning purposes. Further thereis
insufficientinput and oversight by the parksdepartment on concession
operations.

Tomaintaintheuniquecharacteristicsof thepreserveand continuity of
thisfund, theDepartmentsof Parksand Recreation and Budget and
Fiscal Servicesshouldimproveplanningeffortstoensurethemost
effectiveuseof thepreservefundto support preserverequirements.

Finding1: TheDepartmentsof Parksand Recreation and Budget
and Fiscal Servicesareproperly accountingfor fund revenuesand
expending programfundsunder thelaw.

* Revenuesfrom parkingfees, admissionfees, andconcessionfee
paymentswereeffectively tracked by BFSand DPR, asrequired by
law.

* Expendituresagainst thefundfor operatingand capital expenditures,
retirement and health benefits, debt servicepayments, and central
administrativeservicesexpense(CA SE) feesweretrackedand
properly accountedfor.

*  TheDepartment and Parksand Recreation and the Department of
Budget and Fiscal Servicesaredoingacommendablejob of
accountingfor revenuesand expendituresrelevant tothepreserve
fund.

Finding2: TheDepartment of Parksand Recr eation Should
ImproveltsPlanningEffortsinldentifying Current and Proj ected
Needs of the Preserve.

* Thepreserve smaster planisoutdated andineffectiveasaguide.
Preparedin 1992, therecommendationscontai nedinthemost recent
master plan havebeenmostly implemented. Officersandemployees
weinterviewedwereunawareof amaster planfor thepreserve.
Proper planning ensuresthat theoperationsand park facilitiesare
meeting theneedsof thepreserveanditsuniquecharacter. Planning
documentsareuseful tool sthat can providetheframework for
implementing preserveoperationsandeval uatingther resultsagainst
therequired purposesincity ordinance. However, theseplanning
aldsmust becurrent and disseminatedto appropriatestaff.
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Documentationto measurewhether theneedsof thepreserveare
beingmetislimited. Weal sofoundthat elementsof the2000
carrying capacity study haveyettobeformally incorporatedinto
planningefforts.

Concession contract policiesand proceduresprovideadequate
authority for theparksdepartmenttoprovideinput relatingto
concessionsat thepreserve; however, wefoundlimitedinvolvement.
Toensurecompatibility with preserverequirements, theparks
department should proactively participateintheconcessi on contract
Jprocesses.

Theparksdepartment’ sidentification of thepreserve scurrentand
projected needsand ability of thefundto support thoseneedsare
inadequate.

Finding 3: TheDepartmentsof Parksand Recr eation and Budget
and Fiscal ServicesNeed toBetter CoordinateTheir Planning
Effortsto Ensurethe Most Effective Use of Preserve Fundsto
SupportthePreserve sRequirements.

Thefundisintendedto providethefinancial resourcestomeetthe
needsof thepreserve. Whileseparate BFSfinancial documentson
thepreservefundwerereadily accessibleand containnecessary
information, wefoundthat thesereportsweregenerally not user
friendly andlacked similar comparisonfor prior years information.

Fundinformationonrevenues, expendituresand carry over balances
isnot effectively communi cated betweenthedepartments. Redlistic,
accurateand user-friendly information about thepreservefundwould
hel ptheparksdepartment, aslead agency, toeffectively plan,
manageand budget annual and futurefund resourcesearmarkedfor
theoperationand maintenanceof thepreserve.

Thebudgeting processfor thepreservefail stoeval uatethepreserve
funds' projectedability tofundfutureoperationa needs. Theparks
department’ sreview of itsbudgetary needsfor thepreserveisbased
onpreviousyear’ srequest and new budgetitemrequests, andlacks
supplemental factsor dataspecifictothecurrent requirementsof the
preserveandthefund.
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Recommendations
and Response

Theidentificationof projected preserveneedsisinadegquateand
therewaslittleattempt to determinewhether thefundwill beableto
adequately meet theneedsthat areidentified. Improvementsare
neededtosummarizepreservefundrevenues, expendituresand
unreservedfundbalancefor utilization by parksdepartment
personnel inbudget devel opment tomeet preserverequirements.

Wemadeanumber of recommendationstoimprovecoordinated
planningfor thecontinuity of thisfund. Werecommendthat thedirector
of the Department of Parksand Recreation:

1

ensurethat anew or updated master planfor theHanaumaBay
NaturePreserveiscompletedwhichwill serveasabasisfor
devel opment andidentificationof specificprogramsanditems
necessary to achievethemaster planobjectives,

ensurethat theupdated master plan beused asthebasi sfor specific
devel opment and budgetary el ementsthat will achieveobj ectivesof
themaster plan;

ensurethat budgetingisbased upon elementsdevel opedto
implement thepreserve’ smaster plan;

assesspast and projected preservefundsrevenues, expendituresand
fundbalances;

assessadequacy of fundrevenuesand proj ected expensesin
accordancewith preserve’ sgoalsand objectives;

ensurethat preservestaff isactively involvedinall level sof planning
for preserve suse; and

ensurethat copiesof theconcess on contractsand current detailed
informationrel ating to concess onrevenuegrossrecei pts, payments
and amendmentsto contract termsisprovidedtotheappropriate
parksdepartment personnel for budget planningand program
evaluationpurposes.

Weal sorecommendthat the Department of Budget and Fiscal Services
ensurethat copiesof thefollowinginformationonthepreservefundare
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providedtotheappropriate parksdepartment personnel for preserve
planning, eval uationandbudgeting purposes.

1. BFSAccountingDivisionsummary worksheetsonHanaumaBay
Revenuesand Depositsand monthly Monarch report Revenue
Summary by Sub-Class;

2. BFSFisca/CIPAdministrationreport onHanaumaBay Nature
Park Capital Improvement Projectsandrel ated debt service
caculator schedules;

3. BFSTreasury Division'saccountsrecel vableannual worksheet
summarieson concess onairegrossrecel ptsand payment recap; and

4. BFSPurchasingDivisionconcess oncontractsand amendments.

Inresponsetoour draft report, thedirectorsof the Departmentsof
Budget and Fiscal Servicesand Parksand Recreation, inajoint
response, expressedtheir appreciationfor findingandrecognizingtheir
effortstomaintaintheintegrity of thepreservefundandfor thefeedback
fromtheindependent audit process. Whilenotingthat bothagencies
haveworkedtogetherinthepast, thebudget andfiscal services
department will abideby therecommendationto providevarious
financial reportstotheparksdepartment. Theparksdepartment noted
intheresponsethat it will addresstherecommendationsrelatedtothe
HanaumaBay Nature Preservemaster plan. Weareencouraged by the
willingnessof thedepartmentsto better coordinateplanningand
management effortsof thepreserveandthepreservefund.

Leslie I. Tanaka, CPA Office of the City Auditor

City Auditor 1000 Uluohia Street, Suite 120
City and County of Honolulu Kapolei, Hawai'i 96707

State of Hawai'i (808) 692-5134

FAX (808) 692-5135
www.honolulu.gov/council/auditor
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Chapter 1

Introduction

Thisaudit wasconducted pursuant to Resol ution 04-205, Requestinga
Performance Audit of the Hanauma Bay Nature Preserve Fund,
adopted by thecity council on August 11, 2004. Additionally, thisaudit
wasincludedintheOfficeof the City Auditor’ sProposed Annual Work
Planfor FY 2006-07, whichwascommunicated tothemayor andcity
council inJune2006. Theresol utionrestatedtheintentinestablishingthe
HanaumaBay NaturePreserve Fund (fund) and noted that revenues
generated fromthepreservebedepositedintothisspecial fundfor the
support of uniquerequirementsestablishedto protect thepreserve. The
resol utiona sodocumentsconcernssurrounding theproposal by the
former administrationtoremoveconcess onfeepaymentsasarevenue
sourceof thefund, whichwasrej ected by council. Lastly, theresolution
regquested that thecity auditor conduct aperformanceaudit of the
administrationof theHanaumaBay NaturePreserve Fundto assess
whether the Department of Budget and Fiscal Services(BFS)is
effectively andappropriately administeringthefund, includingexpending
moniesnecessary to adequately and properly operateand maintainthe
preserve.

Thisaudit reviewstheadministration of thefundto determinewhether
HanaumaBay NaturePreserve(preserve) revenuesareaccurately
accountedfor, that expendituresareappropriately usedfor thespecific
purposesfor whichthefundwascreated, andthat thefundiseffectively
administered. Toaccomplishtheseobjectives, thereport focusedonthe

followingkey aspects:

* revenuestream,
e fundexpendituresagainstthefund,and
e utility of thefund.

Background

TheHanaumaBay isapreciousnatural resourcewhichincludesa
diversemarinehabitat of over 400 speciesof tropical reef fishand other
resident aquatic species, and calmwatersand sandy bottomed areas
suitablefor swimmingandsnorkeling. Sincecompletionin August 2002,
thebay’ sMarineEducation Center orientsvisitorswithashort video
promoting awarenessand encouraging stewardshiptowardthebay’s
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Significant Natural
Resource

fragilemarineresource, aswell asprovidingval uablesnorkdingand
ocean safety information. Today thecity viewsHanaumaBay asa
nature preserveand not abeach park. A photo of thewest facing view
of theHanaumaBay NaturePreserveisshowninExhibit 1.1.

Exhibit 1.1
Photo of the West Facing View of the Hanauma Bay Nature
Preserve

Source: Office of the City Auditor

Theimportanceof HanaumaBay Nature Preserveasanatural asset and
apopul ar oceanrecreation areawasrecognized asearly as1967 whenit
wasdesignatedthestate’ sfirst MarineLifeConservationDistrict. By
thisdesignation, thebay i srecognized not only for itsrecreational beach
and snorkeling activitiesbut al soasasignificant and protected natural
resourcearea. Subsequently in1970, thebay’ soceanwaterswere
designated anunderwater statepark andthe State Department of Land
andNatural Resourcesassumed management responsibilitiesfor the

bay’ s watersasaprotected marineareaand underwater park.
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Major Tourist Destination

HanaumaBay issecond only to Waikiki BeachasO' ahu’ smost-used
beach. Touristsvisitthebay to experiencetheunique, delicateand
natural beauty thebay hasto offer. However, therapidgrowthin
popularity of HanaumaBay begantotax thebay’ sresources. In 1975,
attendanceat thebay reached over ahalf millionvisitors. By 1985, park
attendancehad nearly tripled to approximately oneandahal f million
visitors. Twoyearslaterin 1987, thepark attendanceagaindoubledto
morethanthreemillion.

Respondingto growing concernsabout overuseof thebeach park,
HanaumaBay Beach Park wasrenamed astheHanaumaBay Nature
Preservein 1992 toemphasi zethat theareaisamarinepreservein
additiontobeingapopular recreational beach. Moreimportantly, the
city begantoimplement greater eff ortsto control and managetheland
areaaround thebay to protect and preservethe marineassetsof the
bay. Thecity devel oped planstorestorethebay toaclean, healthy state
by reducingthenumber of visitors, establishinganeducationand
orientationprogram, andingtitutingstricter rulesandregulations. To
ensuretheavailability of resourcesnecessary tosustainthese
preservationefforts, thecity council enacted Ordinance96-19
establishingtheHanaumaBay NaturePreserveFund, aspecial fund
createdto providefinancial resourcesto protect and preservethebay.

Today, theHanaumaBay NaturePreservecontinuesto beoneof
Hawai‘i’ smost visited tourist destinationsand amajor sightseeing stop
for many tour groups. Whilebus oadsof peoplestill cometoHanauma
Bay NaturePreservethey aregenerally restricted tothescenic overl ook.
Thepreserve smanagement limitsactual beachandwater activity tono
morethan 2,000visitorsat any giventime. Attendanceat thepreserve
averagesaroundonemillionperyear.

Thecity’ sDepartment of Parksand Recreation (DPR) hasprimary
responsibilitiesfor thepreserve. Thedepartmentisassistedinits
management effortsby theHonol ulu Emergency ServicesDepartment
which providesocean safety and lifeguard services, andthe Department
of EnterpriseServiceswhichnegotiatesand managesconcessionaire
contracts. Under contract withthe Department of Parksand Recreation,
theUniversity of Hawai'i’ sSeaGrant CollegeProgram (UH SeaGrant
Program) managestheHanaumaBay Education Program. Thepreserve
alsoreceivescommunity support and advocacy fromtheFriendsof
HanaumaBay.
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Responsibilitiesof the Department of Parksand Recreation

TheDepartment of Parksand Recreationisresponsiblefor managing,
maintaining, andoperatingall city parksandrecreational facilities. The
department’ smissionistoenhancetheleisurelifestyleandquality of life
for thepeopleof O ahuthrough activeand passiverecreational
opportunities. Asstatedincity charter, thepowersand dutiesof the
director of parksandrecreationincludethefollowing:

e advisethedirector of designand constructionontheplanning
anddesignof theparksandrecreational facilitiesof thecity, and
maintainandoperateal | suchfacilities;

¢ deveopandimplement programsfor culturd, recreational and
other leisure-timeactivitiesfor thepeopleof thecity, except as
otherwiseprovideby law;

e beautify thepublicparks, facilitiesand streetsof thecity,
including, but notlimitedto, theplanting, trimmingand
maintaining of all shadetrees, hedgesand shrubsonsuchcity
parks, facilitiesand streets; and

* processpermitapplicationstousecity parksandrecreationa
facilitiesfor freeor affordablechildday careprogramsfor
consideration by thecouncil pursuant to Section 3-123of this
charter, providedthat thedirector findsthat such usedoesnot
interferewiththepublic’ suseof theproperty for park and
recreational purposes.

Inaddition, thecity ordinanceauthorizesthedepartment to promul gate
rulesandregulationsinaccordancewithHawai‘i Revised Statutes(HRS)
Chapter 91 necessary tocarry outitsresponsibilities.

Withrespect totheuniquerequirementsof theHanaumaBay Nature
Preserve, thedepartment promul gated visitor userulesandregul ationsin
1990toestablishcontrolsover arangeof activitiesincluding park hours,
park accessandfees, useof thepublic parkinglot, and theuseof the
commercial vehiclelotandrelatedsightseeingactivities. Inaddition, the
department enforcesrulesgoverningcommercial hikingtours, vehicular
traffic ontheaccessroad betweentheupper andlower portionsof the
preserve, andcommercial activitiesinthepreserve, including but not
limitedtosal eof message-bearing merchandiseby nonprofit
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organi zations, commercial scubadiving (toincludesnuba), snorkeling
activitiesandcommercia filming.

Responsibilitiesof the Department of Enter prise Services

Themissionof theDepartment of Enterprise Servicesistomanageand
market adiversity of community-orientedfacilitiesand servicesfor the
useand benefit of thepublic; andto support cultural, recreational and
educational opportunitiesand eventsonasel f-supportingbasis.

TheDepartment of Enterprise Servicesdirectly managescity-owned
facilitiessuchastheNeal Blaisdell Center, theHonoluluZooandthe
city’ smunicipal golf courses. Thedepartmentisalsoresponsiblefor
preparing, admini steringandenforcing approximately 36 contracts
betweenthecity and variousconcessionaires, of which4 areoperated
withintheHanaumaBay NaturePreserve.

TheDepartment of Enterprise Serviceshasbeenresponsiblefor
managingall concessioncontractssince 1998, whenacitywide
reorgani zation created thedepartment. Prior tothecreation of the
department, each city agency managed their own concessioncontracts.
Withanumber of concessionslocatedinpark facilities, theparks
department directly administered most city concessioncontracts. In
accordancewith Section 28-1.3, Revised Ordinanceof Honolulu
(ROH), aconcessionisdefinedas:

Concessionmeansthegranttoaprivateindividual, partnership
or corporationof theprivilegeto conduct operationsessentially
retail innature, involvingthesal eof goods, wares, merchandise
or servicestothegenera public, suchasrestaurants, retail
stores, parkingfacilities, golf drivingranges, canoestorage
facilities(halaus),inor onlandor buildingsowned or controlled
by the City and County of Honolulu.

Alsoinaccordancewith Section28-8.1, ROH, concession contracts
cannot beawardedfor aperiod exceedingfiveyears. Thespecific
concess oncontract respons bilitiesof theenterpriseservicesdepartment
aresetforthin Section 02.1 of the Department of Budget and Fiscal
Services Policiesand ProceduresManual. Theseresponsbilities
indude:

 initiatingtheconcessonbiddraft;
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* securingandanayzingtheannual grossrecel ptreportsfromBFS
Treasury Divisionfor thepurposeof settingforthminimum
concessionfeesfor theensuring contract period; where
applicable;

e determiningthenatureof theconcessioncontract andthe
appropriateconcessionfeestructurefor bid purposes;

« coordinatingwithBFSPurchasingDivisoninpreparingbid
specificationsand contract termsand conditions;

* reviewing,evauating,andprovidingcommentsonbid
applications, andforwardingthoseeva uationsand commentsto
BFSPurchasingDivison;

* maintainingafilefor eachconcessioncontract;
e aminigeringthecontract;
*  monitoringtheday-to-day operationsof theconcessionaire;

e ensuringthat thequality and pricing of goodsand services, the
recordationandaccountability of sales, sanitationand
housekeeping, aredoneincompliancewiththeconditionsset
forthinthecontract, applicablerulesandregulations, and
satutes,

»  conducting periodicinspectionsof concess ons; and

* reviewingcompliancewiththecontract specificationsincluding
adequacy of sal esregistration equipment and record keeping
procedures.

TheDepartment of Enterprise Servicesprovidesoversightfor theretail
salesand servicesoffered at concessionsfor food, shuttlebus, gift shop,
andsnorkel rental at theHanaumaBay NaturePreserve.

Responsibilitiesof theHonolulu Emer gency ServicesDepartment

Oceansafety andlifeguard servicesat theHanaumaBay Nature
Preserveareprovided by theOcean Safety and Lifeguard Services
DivisonwithintheHonoluluEmergency ServicesDepartment. The
powers, dutiesand functionsof thedirector of emergency services
pursuanttocity charterincludethefollowing:
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* developprogramsanddeliver servicesrelatedtoemergency
medical services,

* providetrainingandeducational programsrelatedtoemergency
medical services,

* beresponsiblefor ocean saf ety trainingand operationsincity
parks; and

* performother dutiesasmay berequired by law.

Operationally, inthedivisionof oceansafety and lifeguard services, the
islandisdividedintofour geographicdistricts. ServicesfortheHanauma
Bay NaturePreserveareprovided by theWindwarddistrict. One
captainandtwolieutenantsareresponsiblefor scheduling, genera
supervisonanddaily operationsof beachlifeguardsintheir respective
districts. Thedivisionof oceansafety andlifeguard servicesmaintains
threelifeguard stationsplaced onsiteat thelower bay area.

University of Hawai‘i SeaGrant CollegeProgram

TheUniversity of Hawai‘ i SeaGrant CollegeProgramisoneof 30 Sea
Grant programsnationwideconducting research, outreachand education
activitiestoimproveunderstanding and stewardship of coastal and
marineresources. TheNational Oceanicand Atmospheric
Administration’ sNational SeaGrant CollegeProgramandtheU. S.
Department of Commerceprovidecooperativesupport and fundingfor
thesenational programs.

TheHanaumaBay Education Programisoneof several marineresearch
and outreach projectsof the UH SeaGrant Program. It beganin 1990
asanadjuncttothecity’ snewly implemented general plan. TheUH Sea
Grant Programwastheprimefundingagency for theeducation program
from1990t01997. InFY 1997-98, thecity began underwritingthe
programusi ng preservefundsthroughanintergovernmental agreement
with UH SeaGrant Programto devel op and managean educationand
interpretativeprogramfor theHanaumaBay NaturePreserve. Thecost
tothecity tofundtheproject for thethreeyearsfrom FY 2003-04 to

FY 2005-06 was $250,000, $285,178, and $295,265, respectively.

TheUH SeaGrant Program’ sHanaumaBay Education Programisa
multi-faceted programthat deliversan educationmessagetoall preserve
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usersaswell asthroughoutreachtoalarger resident audience. Thekey
elementsof thisprogramare:

* maintainingastrongvolunteer programthatincludesrecruiting
andtraining of community docents,

* presentinganorientationvideotoall beachvisitorsat|east once
ayear;

* dispensingmarine-relatedinformationfromakiosk locatedon
thebeachand aninformationsitewiththeeducation center;

* developingmarine-related publications;
* maintaininganeducationwebsite;

* providingschool and community groupswitheducational toursof
thebay; and

* maintaininganoutreachprogramthat featurespopul ar weekly
marinelectureand naturefilm presentationsand off-site
presentati onsto areaschool sand community groups.

Therearesixfull-timeequivalent professiona staff intheprogram, but
theUH SeaGrant Program emphasi zesthat thestrength of theeducation
programcomesfromthevol unteer docent program, whichit had
developed. Withoutthevolunteers, itwould benext toimpossibleand
muchmoreexpensivetoannually educateapproximately onemillion
visitorstothebay. Approximately 100volunteerscontributeover
11,500 hoursannually totheeducation program. Theeducation
program hasbeenrecognizedwiththeU.S. Department of Interior
Volunteer ServiceAward (1993), the Chevron Conservation Award
(1993), theBritish Airway Tourismfor Tomorrow Award (1998) and by
thecity council for their commitment and dedi cation, most recently in
April 2005.

TheUH SeaGrant Programwasal soinvolvedincompletionof a
carrying capacity study of thepreserve. Thestudy, Carrying Capacity
Sudy for Hanauma Bay Nature Preserve, was completed in June
2000 by theUH Officeof Research Servicesthrough anindependent
servicescontract withtheparksdepartment. Thestudy teamwasled by
Dr. Richard Brock together with professiona staff fromtheUH Sea
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Grant program. The$100,000 study wasfundedfromthepreservefund
inaccordancewiththeprovisionsof Section6-51.2(3), ROH.

Thestudy’ spurposewastoidentify humanvisitationlevelstothe
preservethat could bepermittedwhilecontinuingto protect and maintain
theintegrity of thepreserve’ smarinecommunities. Thestudy reported
thatfromMay 1, 1999through April 30,2000, 1,004,833 visitors
enteredthepreserve; 114,763 wereresidentsand 890,070 were
nonresidents. Thestudy foundthat over onemillionpeoplevisitedthe
preserveannually or about 3,210 per day. About 1,075 or 33.5 percent
of thesevisitorsactually enter thebay’ swaters; but fewer than50 or
about 1.4 percent venturebeyondtheinner fringing reef. Thissuggests
that impactsdueto human useshould bemost evident onthe 19.7 acres
comprisingtheinner reef flat of thebay rather thaninthe81.3 offshore
acresconstitutingtheouter portionof thebay. Whilethestudy found
that therewassomedisturbancetothebay fromdaily humanuse, there
werenosignificant problemswithwater quality, andthelivecoralswere
not experiencing any negativeimpact. Thestudy concludedby
commending themanagement effortsto dateto protect the preserveand
providinganumber of recommendationsto ensurethecontinued
protectionof thepreserve’ snatural resources. Theseincludedreducing
thefreshwater runoff frompark facilitiesintothebay, continuingongoing
educational effortsfor preservevisitors, andmaintaining currentlimitson
thenumber of visitorstothepreserve.

Friendsof HanaumaBay

TheFriendsof HanaumaBay (Friends) isavol untary support

organi zation, formedin1990 and establishedin 1997 asanon-profit
501(c)(3), dedicatedto conservation of coastal/marineenvironments,
and emphasi zing stewardship of thenatural resourcesfoundinHanauma
Bay. Thegoalsof theFriendsare:

* tohelptoprotectthebay andthemarinelifefromtheimpact of
heavy human presenceandinappropriatehumanbehavior such
aswalkingonthereef andfeedingthefish;

* toenhancetheexperienceandsafety of visitorstothebay,
includingHawai‘ i residentsandtourists;

* tousethebaywithitsnatural recreational appeal asanexample
toother potential protected areasinorder toincreaseawareness
of themarineenvironment and conservationconcernsaswell as
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toincreaseappreciationof Hawaiianhistory and cultureandto
emphasi zethebay asamarinepreserverather thanapurely
recreationa beach;

* toassistandsupport scientificresearchand other datacollection
both about therecreational useof thebay and about themarine,
animal and plantlifethat may bestudiedthere; and

* tourgethecreationof moreMarineLifeConservationDistricts
bothtoreducethepressureontheHanaumaBay Nature
Preserveandto spread thebenefitsof conservationdistricts.

TheFriendsof HanaumaBay wasformedinresponsetothecity’s
effortstotightenrulesonaccessdueto heavy attendanceand general
abuseof thebay, andthepotential for irreversibledegradation of the
physical environment andfragilemarineecosystem. Originally formedin
1990, theFriendshavemadeanimpact concerning thepreservation of
thebay suchastestifyingat city council meetingsfor aban of smokingon
thebeachin1995, and al sotestifyingin 1997 insupport of aparkingfee
and anentrancefeefor non-resident visitorstothebay andfor a
separatefunding sourcesothat thebay would haveitsown budget and
ability topurchaseequipment critical tomaintainingthebay inan
excdlentmanner.

Hanauma Bay
Nature Preserve
Fund

In 1996, thecity enacted Ordinance 96-19 now codifiedin Sections6-
51.1t06-51.4, ROH, which created theHanaumaBay Nature Preserve
Fund. Entry and parkingfeesaswell asconcessionfeepaymentsare
depositedintothisfund.

Asprovidedin Section6-51.4, ROH, thedirector of the Department of
Budget and Fiscal Servicesisresponsi blefor theadministration of the
fundinaccordancewithappropriationsauthorizedintheoperating and
capital budget ordinances. TheDepartment of Parksand Recreationis
responsiblefor collectingtheparkingand admissionfees, and BFSis
responsiblefor recordingand verifyingtheaccuracy of thefeedeposits
intothecity treasury. Similarly, theDepartment of EnterpriseServicesis
responsi blefor monitoring day-to-day concessi on operationsand
compliancewithtermsof concessioncontractswhileBFSisresponsible
for recording fundtransactionsrel atingtothereview of grossreceipt
statementsfor appropriatenessand processi ng depositsof concession
feepaymentsintothecity treasury.
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Thepurposefor thepreservefund originatesincity Ordinance96-19,
which createdtheHanaumaBay Nature Preserve Fund and established
feesfortheHanaumaBay NaturePreserve. CodifiedinArticle51,
ROH, thefund providesspecifiedfinancial resourcesfor threestated
purposesinorder of priority asindicatedin Section6-51.2, ROH:

* first,fortheoperation, maintenanceandimprovement of the
HanaumaBay Nature Preserve,

* second, for educational and orientation programsfor visitorsto
thepreserve; and

* third,acarryingcapacity study andother studiesrelatingtothe
environmental conditionof thepreserve.

Ascurrently providedincity ordinance, thepreservefundreceives
revenuedepositsfromfeesimposed under Section10-2.11, ROH, and
all revenuesderivedfromtheHanaumaBay Nature Preserveconcession
feepayments. Accordingto Section10-2.11(a), ROH, feesassessed
for entrancetotheHanaumaBay Nature Preserveareasfollows:

e fornonresidentsof Hawai‘i, 13yearsof ageand ol der, toenter
thelower preserve (beyondthesceniclookout): $5.00 per
person; and

» forvehiclesenteringthepreserve, a$l.00 parkingfeeis
assessed, butisrefundedfor all vehiclesdepartingfromthe
preservewithin 15minutesof their entry.

Expendituresfromthefundareearmarked asprevioudy notedfor
purposesauthorizedinArticle51, ROH, based onappropriationsinthe
operatingand capital budget ordinances.

Accordingto Section6-51.4, ROH, thedirector of theBFSis
responsiblefor theadministration of theHanaumaBay Nature Preserve
Fundinaccordancewith prescribedlawsand proceduresapplicableto
theexpendituresof city funds. Overall, thedepartment reviewsthe
manner inwhich publicfundsarereceived and expended, preparesthe
operatingand capital budget program of each executiveagency, makes
budgetary alotmentsfor programaccomplishment withapproval of the

11
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Fund-related
responsibilities of the
Departments of Parks
and Recreation and
Enterprise Services
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mayor, and providesinformationpertainingtothefinancia affairsof the
city.

Theaccountsof thecity areorgani zed onthebasi sof funds, each of
whichisconsideredaseparateaccountingentity. All government
appropriationsand expendituresaremonitored and accounted for
throughthesefunds. Specia revenuefundsareestablishedtopermit
dedicated resourcesto be set aside by law for aspecified object or
purpose. TheHanaumaBay Nature Preserve Fundissuch aspecial
revenuefundthatisuniquely identified, separatefromother city fund
accounts, andtracked based onthecity’ schart of accountsasfunding
sourcecodeHN or 230. For comparison, thefunding sourcecodefor
the General FundisGN or 110.

Aspart of thecity'sbudget process, BFSprovidesestimated revenue
projectionsonthefundtoassist inassessing theadequacy of thefundto
financeexisting preserveoperationsand thedevel opment of new
facilities, asrequired. Thedepartment al soissuesfinancial statements
andother reportssuch asthecity’ sComprehensive Annual Financial
Report (CAFR), theFinanceDirector’ sQuarterly Financia Reports,
andtheDetailed Statement of Revenuesand SurplusontheHanauma
Bay NaturePreserveFund. Inaddition, BFSal soperformsperiodic
auditsonDPR cashhandling procedures.

TheDepartmentsof Parksand Recreationand Enterprise Serviceswork
incooperationwithBFSby providingfund-related dutieslimitedto:

¢ Department of Parksand Recreation—collectionof admission
andparkingfees. Themonetary itemscollected by DPR cashier
staff at thepreservearepicked updaily by armored car for
deposittothebank. Thetransactionto apply thedeposittothe
preservefundissubsequently processed by thefiscal and
treasury divisionsof theDepartment of Budget and Fiscal
Services.

*  Department of Enterprise Services—nodirect cashhandling
responsibility. However,inaccordancewiththeBFSPolicies
and ProceduresManual, Index Code02.1, enterpriseservices
determinesthenatureof theconcessioncontract andthe
appropriateconcessionfeestructurefor bid purposes.
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Hanauma Bay
Nature Preserve
Long Range Plan

The general plan
provides guidelines

Longrangeplansareuseful tohel pensurethat fund expendituresarein
accordancewiththepurposesestablishedincity ordinance. Longrange
plansprovideaframework needed to support and protect thefragile
environment, and particularly, guideplanningeffortstosustainand
improvetheoperationsandfacilitiesat theHanaumaBay Nature
Preserve. A longrangeplanal soprovidestheopportunity toclosely
examinetheoperationsnecessary toidentify theroleof thecity inthe
management of thepreserve. Moreimportantly, alongrangeplancan
support andjustify budget requestsand explainwhy fundsareneeded,
what they will support andwhowill benefit.

Currently, theparksdepartment hastwo exi sting planstoguidethe
management of the preserve: 1) Hanauma Bay—General Plan, dated
June 12, 1990, whichwas prepared by the parks department and 2)
Hanauma Bay Nature Park Master Plan, dated May 1992, which
wasprepared under contract for the parksdepartment by consultant,
Wilson Okamotoand Associates, Inc.

Theseplansaresignificantinthat they providetheframework for how
theparksdepartment should conduct theoperations, maintenance, and
improvementsof the preserveand hel psthedepartment stay focused on
appropriatepriorities. Theplansproviderequiredfocusontheintended
purposesand may haveassi stedinmaking somedifficult choicesinthe
mai ntenanceandimprovement at thepreserve.

M ajor elements contained intheHanauma Bay - General Planareas
folows

* Establishesmanagement objectives. Theprimary objectiveof
boththecity and statefor HanaumaBay isto preserveand
enhancethenatura qualities, providemeaningful recreational
opportunitiesand provideeducationa andinterpretive
experiences. Thefollowingpolicies, regulationandcontrolshave
been establishedtomeet thesegoals:

1. General Management—DPRisresponsiblefortheoverall
management. Anonsitepark manager will beassignedto
manageal | aspectsof thepark.

2. ConservationManagement—Enforceall stateconservation
laws, pertainingtothebay andtheMarineLifeConservation

13
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District. Inaddition, city park rulesandregul ationswill be
enforced.

3. Vistor Management—Providecontrolledandlimitedaccess
tothebay.

Identifieschallenges. Problemswereclarifiedinseven
categories.

1. Genera Management Problems. Nomanagerisassigned
specifically tothebay which posesaproblemreatingtofull
timemanagement, monitoring and controllinguseof thepark,
conservationenforcement, and monitoring of the
performanceof concess onairesand contractors.

2. ConservationRelationProblems. water quality issues
relatingto bacteriaand turbidity; reduction or damageof
coral, crustacean, limu, etc.; heavy litter probleminocean
and onbeach; uncontrolledfishfeeding; imbalanceinthe
number and popul ationsof fish; erosion (sandanddirtfrom
upper leve); andillegd fishing.

3. Vigtor Related Problems: overuseof thepark; vehicular
traffic problems; declineinuseof thepark by local residents
becauseof over-crowded conditions.

4. RecreationRelated Problems:. lack of formal educational
programs,; lack of visitorinformationcenter.

5. Commercial UseProblems: illegal commercial useof park;
concessionsand contractsarepoorly operated and needto
bemonitoredmoreclosely.

6. MaintenanceRelated Problems: effectivemaintenance
cannot beperformed becauseof over-crowded conditions,
vanddismandmisuse.

7. Sdfety Related Problems: highlevel of water safety
accidents; ineffectivewater safety Signage.

Providesspecificrecommendationstomanagement. The
recommendationslisted below providefor protectingand
maintainingthebay’ snatural qualities; providebetter overall
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control of thepark; reduceillegal commercial usage; encourage
increased usageby | ocal residents; improvemaintenance,
providebetter informationto park users; andrequireclose
coordinationwithvariousgovernmental agencies, commercial
groupsandloca community groups.

1. Establishpark hoursforvehiculartraffic.

2. Closethepark until 12:00noonon\Wednesdays(for
maintenance).

3. Indtitutetrafficcontrol s—trafficattendant.

4. Redtrictall commercial vehiclesfromdroppingoff visitorsat
HanaumaBay (exceptfor sightseeing).

5. Vidtorinformationcenter.
6. Variousinfrastructureimprovements—sewage/erosion.
7. Control of fishfeeding.

8. Other control programsnow beingimplementedsuchas
creationof HanaumaBay manager position, trappingand
removing pigeons, continuationof water quality sudieswith
thestate, and devel opment andimplementation of new multi-
lingua water safety Signage.

Similar tothegeneral plan, theHanauma Bay Nature Park Master
Plana soexamined current problemsassociated with high-intensity use
and establishedananalytical framework for planningfuturepark
development. Themaster planidentifiesthreegoal sfor thepreserve:
1) continueto preserveand enhancethenatural qualitiesand
opportunitiesuniquetoHanaumaBay anditsenvirons, 2) optimizethe
useof HanaumaBay asanimportant recreational resourcefor the
peopleof the Stateof Hawai ‘i, and 3) promotepubliceducationand
appreciationof HanaumaBay NaturePark’ snatural environment by
providing opportunitiesfor thesafeenjoyment of park resources. To
achievethesegod s, themaster plan proposed thefollowing objectives:

1. Limitoverall park user volumesasameansof controllingimpactson
natural resourcesandpark facilities.

15
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Audit Objectives

Scope and
Methodology

Better matchintensitiesof park usagewithavailablepark resources.

Providenew park facilitiesandimproveexistingfacilitiestoreduce
theirimpact onnatural park resources.

Achievesafer participationinpark activities.
Foster park user respect for natural resourcesand park facilities.

Developinformational basesonwhichtoformulatefuturepark
policy.

Establish publiceducationand awarenessasaprimary purposeof
park policy.

Theseobjectiveswereintended to meet theplangoal sby suggesting
improvementsto physical design, publicprograms, and park ruleswith
emphasistoregul ate park user volumesat theentry tothepark,
accommodatepark usersat |evel sachi evedthroughaccesscontrolsin
theupper park, andimprovemonitoring of park user volumesandthe
ability tocontrol accessintothepark toalleviatecurrent problems
associ ated with overburdened support facilitiessuch asshowersand
comfortstations.

Theobjectivesof theaudit wereto:

1

Review andeval uatetheeffectivenessby whichrevenuesand
expendituresof theHanaumaBay Nature PreserveFundare
tracked, monitored and eval uated.

Review and assesstheeffectivenessfor ensuring that theHanauma
Bay NaturePreserveFundismeeting operational and capital
improvement program needsof theHanaumaBay Nature Preserve.

M akerecommendationsasappropriate.

Wereviewed applicablesectionsof theHawai‘ i Revised Statutes,
Revised Charter of Honolulu, Revised Ordinancesof Honol ulu, policies
and procedures, administrativedirectives, and other applicable



Chapter 1: Introduction

departmental documentsrel atingtotheadministration of theHanauma
Bay NaturePreserveFund. Wealsoreviewedthecity’ sstandardsof
administrativepracticepursuant tothefund revenue, expenditures, and
transfersbetween city accounts, financial recapsand summariesand
supporting processesand documentation asit pertainstothe
identification, verification, monitoringandeval uationof revenues,
expendituresandtransfersof thespecial fund account. Weassessedthe
extenttowhichadministrativepracti cesensured compliancewith
intended purposesof thefund pursuant to Sections6-51.2t06-51.4,
ROH. Wedidnot performarevenueaudit and assessment of rel ated
controlsover thecashiering dutiesof preservefeesand concession
operations.

Our auditfocused onfinancial and budget recordsrelevanttothe
HanaumaBay Nature Preserve Fundfor theperiod of FY 2003-04to
FY 2005-06. Wereviewed planning documents, studiesonthe
HanaumaBay, annual agency reports, HanaumaBay Education Program
reports, concession contracts, and material provided by the Friendsof
HanaumaBay. Weinterviewed departmental anddivisional
administratorsand staff to obtainfund and preserveoperations
information concerning budgetingfor operationsat thepreserveand
utility of thespecial fund. Inaddition, weinterviewedofficial sfromthe
Friendsof HanaumaBay andtheUniversity of Hawai* i’ sSeaGrant
CollegeProgramtoassesstheir perception of thefundinsupport of the
purposesintended for theHanaumaBay NaturePreserve. Wea so
touredthefacilitiesat theHanaumaBay Nature Preservewiththe
manager of theHanaumaBay NaturePreserve. Excludedfromthis
review wereeval uationsor assessmentsof management practices.

Thisauditwasconductedinaccordancewithgenerally accepted
government auditing standards.

17
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Chapter 2

Revenues and Expenditures of the Hanauma Bay
Nature Preserve Fund Appear to be Appropriate,
But Coordinated Planning for the Continuity of
This Fund Needs Improvement

TheHanaumaBay NaturePreserve(preserve) isasignificant city asset
recognizedasaplacefor recreational snorkelingwithinaprotected
natural marineenvironment. Designated asthestate’ sfirstMarineLife
Conservation District to protect nativeand resi dent aguati c speciesin
thelr marinehabitats, therearestrict regul ationsapplicabletoHanauma
Bay prohibitingthefeedingof fishor removal of marinelifeor geological
specimensfromthewatersof thebay. Infurther recognitionof the
uniquerequirementsto preservethebay and, toensureadequatefunding
and management of thepreserve, thecity council established aspecial
fundfortheHanaumaBay NaturePreserveviacity ordinancewhich
specifiedfeesand paymentsfor depositintothefund.

For FY 2003-04 to FY 2005-06, therevenuesand expendituresof the
HanaumaBay NaturePreserve Fund (fund) wereappropriately being
accountedfor. Fundrevenuesfromfees, paymentsand miscellaneous
receiptsappear appropriate. Inaddition, fund expendituresappear tobe
limitedto costsfor theoperations, maintenance, andimprovementstothe
preserveasrequiredby law. Wecommend thebudget andfiscal
servicesdepartment and theother operating agenciesfor maintainingthe
fiscal integrity of theHanaumaBay Nature PreserveFund. However,
wefoundthat master planning documentsfor thepreserveareoutdated,
andtherespons bilitiesfor managingfundrevenuesand expendituresare
fragmented betweenthe Department of Budget and Fiscal Servicesand
operatingagencies. Tomaintaintheuniquecharacteristicsof the
preserveand continuity of thisfund, theDepartmentsof Parksand
Recreationand Budget and Fiscal Servicesshouldinitiateplanningefforts
toensurethemost effectiveuseof thepreservefundto support preserve
requirements.
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Summary of
Findings

1. TheDepartmentsof Parksand Recreationand Budget and Fiscal
Servicesareproperly accountingfor fundrevenuesand expending
programfundsunder thelaw.

2. TheDepartment of Parksand Recreation shouldimproveitsplanning
effortsinidentifying current and projected needsof thepreserve.

3. TheDepartmentsof Parksand Recreationand Budget and Fiscal
Servicesneedtobetter coordinatetheir planningefforts.

The Departments of
Parks and
Recreation and
Budget and Fiscal
Services Are
Properly Accounting
for Fund Revenues
and Expending
Program Funds
Under the Law

Revenues are effectively
tracked by BFS and DPR

For the period FY 2003-04 to FY 2005-06, the Departments of Parks
and Recreation (DPR) and Budget and Fiscal Services(BFS) properly
accountedfor fund revenuesand expendituresassociatedwiththe
HanaumaBay Nature Preserve Fund asrequired by law. Revenues
fromall fund sourcesincludingfeesfrom parking, admissionand
concessionsoperating at thepreservearetracked and monitored by
variousBFSand DPR personnel. Additional fundrevenuesduethefund
fromacourt order and other reimbursementswereal sotracked and
properly applied. ExpendituresfortheHanaumaBay Nature Preserve
including operatingand capital improvementswereproperly accounted
for by BFSandrelated operating agencies. Further, therevenues
attributedto and expendituresfromthefund appear to beappropriate.
City officersand employeeswhoareassi stinginthemanagement of the
fundaredoingacommendabl ejob of maintai ningthefiscal integrity of
thisspecia revenuefund.

Revenuesfromincomegenerated at thepreserveconsi st of theparking
andadmissionfeesfor entranceaswell asmonthly concessionfee
paymentsfrom concessionairesfor food, shuttle, gift shop, and snorkel
rental concessionsat thepreserve. TheDPRisresponsiblefor collecting
parking and admissionfees, keeping accurateaccount of cash
transactions, keeping dataontotal feepaying and non-feepayingvisitors
tothepreserve, and managingthecashvault. BFSpersonnel work with
DPR personnel toensurethat appropriate cash handling practicesare
followed. Onadaily basis, personnel fromtheBFSFiscal Services
Divisonwill verify andmonitor daily revenuedeposit transactions
prepared by DPR personnel at HanaumaBay. Periodiccashhandling
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auditsareconducted by personnel fromthe BFSInternal Control
Divison.

Another revenuesourceisthemonthly concessionfeepaymentswhich
aresentdirectly toBFSTreasury Divisionfor processing by accounts
recelvablestaff. Pursuanttothetermsof theconcession contract, each
concessionairesubmitsmonthly grossrecel pt statementsandfee
paymentsdirectly toBFSTreasury Division.

Wereviewedtheexecution of theseresponsibilitieswiththepersonnel in
BFSTreasury Division. Thesedutiesappear appropriately performed.

L astly, another revenuesourcetothefund consistsof other
miscellaneousrevenues. During FY 2003-04to FY 2005-06, therewere
two miscellaneousrevenuestothefund—afederal court ordered
reimbursement tothefundandarefundfromaprior year’ scontract.

Our review of BFSpracticestotrack parkingandadmissionfees,
concess onfeepaymentsand miscellaneousrevenuesindicatedthat the
feeswerebeing adequately trackedandmonitored. Finally, thefund
balanceavailableat end of thefiscal year iscons stently referencedinthe
city’ sannual financial statementsastheUnreserved—Undesignated
Fund Balance—June 30 (GAAP basis). Accordingly, thefund balance
onJune 30, 2003wasidentified as$531,000 and endingwithafund

bal ance on June 30, 2006, of $2,908,000. Inreview of theUnreserved
—Undesignated Fund Bal ances, Exhibit 2.1 presentsthetotal fund
revenues, expendituresand carryover fund balancesfor thethreefiscal
yearscovered by thisaudit.
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Exhibit 2.1

Hanauma Bay Nature Preserve Fund Revenues, Expenditures and Unreserved Balance

FY2003-04 to FY2005-06

Description FY2003-04 FY2004-05 FY2005-06
Unreserved-Undesignated Fund
Carry-over Balance From Previous
Fiscal Year $531,000 $1,416,000 $2,546,000
Revenues
Admission $3,210,000 $3,575,000 $3,209,000
Parking $201,000 $212,000 $206,000
Concession - Food $265,000 $199,000 $244,000
Concession - Gift Shop $28,000 $62,000 $70,000
Concession - Shuttle $15,000 $15,000 $35,000
Concession - Snorkel $724,000 $790,000 $855,000
Concession - Refund $42,000 $0 $0
Non-Revenue Receipt $500,000 $500,000 $500,000
Total Revenues $4,985,000 $5,353,000 $5,119,000

Expenditures

Operating - DPR
Operating - HESD
Operating - DES
Retirement/Health
Debt Service Financing
CASE fee

Capital Improvements

Total Expenditures

Unreserved-Undesignated Balance,
June 30 (budgetary basis)

Adjustments
Encumbrances
Prior year encumbrances
Accrued expenditures

Increase in reserve for encumbrances
Decrease in reserve for encumbrances

Total Adjustments

Unreserved-Undesignated Balance,

June 30 (GAAP basis)

($1,549,000)
($414,000)
($10,000)
($252,000)
($1,505,000)
($191,000)

($3,921,000)

$1,595,000

$196,000
($137,000)

($200,000)
($38,000)

($179,000)

$1,416,000

($1,845,000)
($518,000)
$0
($247,000)
($1,602,000)
($216,000)

($4,428,000)

$2,341,000

$128,000

($192,000)
$200,000

$69,000

$205,000

$2,546,000

($1,689,000)
($546,000)
($2,000)
($289,000)
($1,583,000)
($237,000)
($425,000)

($4,771,000)

$2,894,000

$125,000

($124,000)
$0

$13,000

$14,000

$2,908,000

Source: Office of the City Auditor based on various BFS financial statements, schedules and worksheets.
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BFSverifiesDPR revenuerecepts

Parkingand admissionfeerevenuescounted and prepared for deposit
by DPR staff areverifiedand monitored by staff inBFSA ccounting
Division, Fiscal ServicesSection. Located behindthecashier’ swindow
atthepreserveisalockedfacility withintheDPR manager’ soffice.
Under thesupervisionof thepreservemanager, thesupervisingclerkis
responsiblefor al cashiering operationsincluding providing supervison
tothecashiering staff inperforming dutiesof receiving over-the-counter
admissionsand parkingfees. Additional dutiesof thesupervisingclerk
involveauditsof cashier’ sreceiptstoregister, preparationof monetary
recel ptsforarmored car pick up, submissionof fiscal and statistical
reports, investigating and reporting cash overagesor shortages, and
maintaining visitor attendancerecords. A photo of thecashierwindows
at theHanaumaBay NaturePreserveisshowninExhibit2.2.

Exhibit 2.2
Photo of Cashier Windows to Pay Admission Fee at the
Hanauma Bay Nature Preserve

Source: Office of the City Auditor
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After receipt and verificationof DPR cashier reports, BFSfiscal staff
preparethecity treasury deposit summary formstoissuethedepositinto
thecity treasury. Wefoundthat recordationfor thesetransactionswas
appropriatetoaccount for sourcesof fundrevenuefrom cashand credit
salesrecelved fromadmissionand parkingfees.

BFSrecordsthetransactionson depositsand accountsfor
concession fee payments

BFSpersonnel intheaccountsreceivablesectionof the Treasury
Divisionreceivethemonthly paymentsdirectly fromtheconcessionaires
operatinginthepreserveandrecordthepaymentsfor deposittothecity
treasury. AccordingtotheBFSPolicy and ProceduresManual, the
BFSTreasury Divisionisrespons blefor directly receiving payments
fromconcessi onairesand processing concess onfeepaymentsby
preparingthetreasury deposit dipnolater thanthefollowingbusiness

day.

Inaccordancewith Section 02.1 of theBFSPolicy and Procedures
Manual, BFSTreasury Divisiondutiesinclude, but arenot limitedtothe
following:

maintai nafilefor each concessioncontract;
* recelvepaymentsfromconcessionaires;
* processconcess onfeepayments,

*  maintainsubsidiary accountingrecordsby postingthe
transactionsinappropriatespreadsheet files;

* reviewgrossreceipt statementsfor appropriatenessandthus,
ensuringthat concessionaire sreportingispreparedin
compliancewithcontract specifications; and

* notify theDepartment of Enterprise Servicesof any
concessionairenotincompliancewithreporting requirements.

Inaccountingfor thepaymentsfrom HanaumaBay Nature Preserve
concess onaires, personnel intheaccountsreceivablesectionat the
Treasury Divisiona somaintainconcess onaccounting recordsthat
identify grossrecei ptsreported by theconcessionairesaccordingtothe
concessioncontract terms. Theconcessionrecei pttransactionsare
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recordedandfiledinTreasury Divisionfiles, reconciledinaccounting
spreadsheet summaries, and copiesareprovided monthly tothe
Department of EnterpriseServicesfor their reference. Amountsfrom
thesummariesprepared by BFSpersonnel showingtotal grosssales
recel ptsreported from concessi onairesand thetotal revenuesrecorded
tothefundfrom concessionfeepaymentsreceivedfor eachfisca year
ending FY 2003-04to FY 2004-05 areshownin Exhibit 2.3.

Summary of Concessionaires' Gross Sales Receipts and Fee Payments at the Hanauma Bay
Nature Preserve—FY2003-04 to FY2005-06

FY2003-04 FY2004-05 FY2005-06
Gross Concession Gross Concession Gross Concession
Sales Fee Sales Fee Sales Fee
Concession Receipts Payments Receipts Payments Receipts Payments

Food $1,073,151 $264,880 $1,160,152 $198,660 $1,016,151 $244,445
Gift Shop $370,498 $28,327 $628,976 $62,092 $695,421 $69,356
Shuttle Bus $254,500 $15,500 $252,381 $15,000 $217,628 $34,703
Snorkel $1,360,000 $723,800 $1,648,937 $789,600 $1,733,037 $855,400
Total $3,058,149 $1,032,507 $3,690,446 $1,065,352  $3,662,237 $1,203,904

Note: Food, shuttle bus and snorkel concessions pay a fixed monthly concession fee. Gift concession pays a
percentage rent of not less than ten percent of adjusted gross monthly income for the preceding month.

Source: Department of Budget and Fiscal Services, Treasury Division

BFSrecordstransactionsand accountsfor revenuesfrom all
other sour ces

BFSpersonnel intheFiscal/L ong RangePlanning Branch of theFiscal/
Capitd Improvement Program Administration Divis onmonitorsand
recordsmiscellaneousrevenues. For theperiodfrom FY 2003-04to
FY 2005-06, miscellaneousrevenuesincludetwoitems:

¢ reimbursementtothefund pursuanttoaNovember 2002 federal
courtdecision; and

e arefundfromthepreviousyear’ seducation programcontract
withtheUniversity of Hawai‘i.
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Pursuant to afederal court order, thecity wasorderedto repay
approximately $3,166,589 expended prior to 2002 fromthefund for
neighboring park andrecreationareas. A federal courtdecisionfiledin
November 2002 concluded that such usewasnot permitted and ordered
thereimbursement tothefund of prior moniesexpendedinsuchmanner.
Based uponinformation provided by theBFS, thecourt determined that
thefund should bereimbursed $3,166,588.84. Thiscreateda
temporary sourceof revenuetothefundinincrementsof $500,000 per
fiscal year, whichbeganinFY 2003-04, andwill continueuntil thefundis
fully reimbursed by FY 2008-09.

Inaddition, another miscellaneousrevenueitemwasrecordedin

FY 2003-04for $41,760whichrepresentsasundry refundreceivedin
October 2004 fromtheUH SeaGrant Programrelatingtoitsprevious
FY 2002-03 education program contract.

Expenditures are Expendituresfromthefundwereproperly accountedfor accordingto

properly accounted for BFSexpenditureandall ocationplans. Pursuant to Sections
9-106(2)(a) and9-106(3)(a), Revised Charter of Honolulu (RCH),
executiveagenciesareauthorizedtoincur obligationsor expenditures
under theoperatingand capital improvementsbudget ordinancefor
proper purposestotheextent that moneysareavailable. Further,
Section6-51.3, Revised Ordinancesof Honolulu (ROH), providesthat
thepreserve' sfundscanonly beexpendedfor purposesauthorized by
thisarticle, based on appropriationsintheoperating and capital budget
ordinances, or anendmentsthereto. Asthecity’ scentral financial and
budget agency, BFSstaff ass stsagencieswith operatingand capital
improvement budget requirementsappropriatetoexpenditures
authorized accordingtothebudget ordinance. Besidesthese
appropriated expenditures, other expenditurespertainingto support
servicesarecal culated and deducted fromthefund. Theseinclude
retirement and health benefitsfor whichall city employeesaredligible,
debt serviceamortized paymentstothefund and reimbursementsfor
central administrativeserviceexpenses(CASE) feesfor treasury,
personnel, purchasingand other servicesthat thecity providesonan
ongoing basi sand deducted fromthepreservefund.

Resour cesfrom thefund cover expenditur esitemized in operating
and capital budget documents

Expendituresfromthefund must beallocated accordingtoprovisionsin
theapproved budget appropriationbillsadopted by thecity council.
Pursuant to Sections9-106(2)(a) and 9-106(3)(a), RCH, executive



Revenues and Expenditures of the Hanauma Bay Nature Preserve Fund Appear to be Appropriate, But

Coordinated Planning for the Continuity of This Fund Needs Improvement

agenciesareauthorizedtoincur obligationsor expendituresunder the
executiveoperatingand capita improvementsbudget ordinancefor
proper purposestotheextent that themoney areavailable. Section
6-51.3, ROH, providesthat thepreserve’ sfundscanonly beexpended
for purposesauthorized by thisarticle, based onappropriationsinthe
operatingand capital budget ordinances, or amendmentsthereto.

TheappropriationsfromtheHanaumaBay Nature PreserveFundare
primarily expended throughthe DPR budget for itsmanagement of the
operations, maintenanceandimprovement at thepreserve. Inadditionto
theparksdepartment, fundexpendituresarea soauthorizedin
appropriationsfor ocean saf ety and lifeguard servicesintheoperating
budgetsfor theOcean Safety Divisionat Honolulu Emergency Services
Department and for monitoring concessioncontractsby theenterprise
servicesdepartment. Emergency servicesprovidesocean safety and
lifeguard servicesat thepreservewnhil eenterpriseservicesinitiatesand
monitorstheday-to-day operationsof concessionairesaccordingtothe
termsand conditionsof their contract. Alongwithfundrevenues, Exhibit
2.4 providesasummary of fund expenditurespertainingtooperationd
servicesperformedby thethreedepartmentsfor FY 2003-04to

FY 2005-06. Exhibit 2.5 providesposition countsfinanced by thefund
toDPRandemergency servicesonly tooperateand maintainthe
HanaumaBay Nature Preserve.
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Exhibit 2.4
Summary of Total Fund Revenues and Expenditures of the Hanauma Bay Nature Preserve
Fund—FY2003-04 to FY2005-06

Description FY2003-04 FY2004-05 FY2005-06
Revenues
Admission and Parking Fees
Hanauma Bay - Admission $3,209,909 $3,575,476 $3,208,955
Hanauma Bay - Parking $201,252 $211,667 $206,400
Sub-total $3,411,161 $3,787,143 $3,415,355
Concession Fees
Hanauma Bay - Food $264,880 $198,660 $244,445
Hanauma Bay - Gift Shop $28,327 $62,092 $69,356
Hanauma Bay - Shuttle Bus Service $15,500 $15,000 $34,703
Hanauma Bay - Snorkel Rental $723,800 $789,600 $855,400
Sub-total $1,032,507 $1,065,352 $1,203,904
Total Fees $4,443,668 $4,852,495 $4,619,259
Other Miscellaneous Revenues
Transfer from the General Fund* $500,000 $500,000 $500,000
Non-revenue receipts** $41,760 $0 $0
Total Miscellaneous Revenues $541,760 $500,000 $500,000
Total Fund Revenues $4,985,428 $5,352,495 $5,119,259

Expenditures

Operating Agency
For DPR:
Salaries and Wages $764,882 $770,972 $820,973
Current Expenses $762,535 $1,074,139 $866,070
Equipment $21,246 $0 $2,564
Sub-total for DPR $1,548,663 $1,845,111 $1,689,607
For HESD:
Salaries and Wages $340,987 $430,493 $442,648
Current Expenses $27,890 $33,100 $30,734
Equipment $45,317 $54,000 $72,749
Sub-total for HESD $414,194 $517,593 $546,131
For DES:
Salaries and Wages $0 $0 $2,058
Current Expenses $10,019 $0 $0
Equipment $0 $0 $0
Sub-total for DES $10,019 $0 $2,058
Total Operating Agency Expenditures $1,972,876 $2,362,704 $2,237,796
Other Miscellaneous Expenditures
Retirement and Health Benefits $252,000 $247,000 $289,000
Debt Service $1,505,000 $1,602,000 $1,583,000
Central Administrative Service Expenses (CASE) $191,000 $216,000 $237,000
Capital Improvement $0 $0 $425,000
Total Miscellaneous Expenditures $1,948,000 $2,065,000 $2,534,000
Total Fund Expenditures $3,920,876 $4,427,704 $4,771,796
Net Revenues $1,064,552 $924,791 $347,463

*Court order repayment in $500,000 installments until the original amount of $3,166,589 is fully reimbursed by
FY2008-09.
*Reimbursement from FY2002-03 education program contract.

Source: Office of the City Auditor based on various BFS financial statements, schedules and worksheets.
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Exhibit 2.5
Summary of Full-Time Equivalent Positions Financed by the
Hanauma Bay Nature Preserve Fund—FY2003-04 to

FY2005-06
FTE Positions FY2003-04 FY2004-05 FY2005-06
DPR:
Permanent 18.00 14.00 17.00
Temporary 13.60 13.60 13.60
Contract 5.00 5.00 5.00
Sub-total 36.60 32.60 35.60

Emergency Services:

Permanent 6.00 6.00 6.00
Temporary -0- -0- -0-
Contract 1.50 1.34 1.34
Sub-total 7.50 7.34 7.34
Total 44,10 39.94 42.94

Source: Department of Parks and Recreation and Honolulu Emergency
Services Department

Preserve fund also covers other expenses

Thepreservefund al so coversexpensesassociated with other non-
agency specificexpendituressuchasemployees’ health benefit costsand
retirement benefit contributions, annual debt serviceamortized payments,
and CA SEfees. Fiscal accountingofficialsinBFSFiscal/CIPDivision
determinetheproportionof retirement, FICA, healthandfiscal support
servicecostsapplicabletothefund. For example, duringthethreefiscal
yearscovered duringthisaudit, retirement costswerebasedon 13.7
percent of total payroll, health costswerebased on projected healthfund
rateincreasesthen splitamongall fundsbased on certain percentageof
total payroll costs, debt servicewashbased ontheamortized debt service
schedulesfromthetotal costsof prior capital projects, andthe CASE
feewashased on 5 percent of estimated expendituresintheagencies
operatingand capital budgets. Exhibit 2.4 a sodepictsfund expenditures
for retirement and heal th benefits, debt serviceand reimbursement for
CASE amountsper fiscal year identifiedin BFSfinancial statementsas
other miscellaneousexpensesassociated withtheHanaumaBay Nature
Preserve Fund from FY 2003-04 to FY 2005-06.
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Revenues and
expenditures appearto
be properly tracked and
accounted for

The Department of
Parks and
Recreation Should
Improve Its Planning
Efforts In Identifying
Current and
Projected Needs of
the Preserve

Asthecentral budgetingand accounting agency for theexecutivebranch,
BFSaccountsfor al revenuesand expendituresassociatedwiththe
HanaumaBay Nature Preserve Fundinaccordancewithrequirementsin
Section6-51.4, ROH. After review of fundresponsibilitieswithvarious
BFSofficiasinAccounting, Treasury, Fiscal/CIPAdministrationand
Internal Control Divisions, aswell asapplicableoperatingagency
respons bilitiestothepreservefund, wefoundthat thoseresponsibilities
wereproperly executed. Inaddition, BFSgeneratedfinancial reports
appear tocorrectly reflect theresulting preservefund balancesas
reportedinquarterly andannual financial statements. Wecommendthe
department and operating agenciesfor appropriately trackingand
monitoring revenuesand expendituresapplicabletotheHanaumaBay
NaturePreserveFund.

TheDepartment of Parksand Recreation needstoimproveitsplanning
effortsto properly meet theneedsof thepreserve. Proper planningfor
themaintenance, operationsandimprovementstothepreserveensures
that thepreserveoperationsand park facilitiesaremeeting theneedsof
HanaumaBay anditsuniquecharacter. Thepreserveisnot only valued
asarecreational beach but asignificant and protected natureresource
area. DesignatedthefirststateMarineLifeConservation District, the
preserveisregul ated and eval uatedfor compliancewith state
conservationrulesandregul ationsspecifictomaintainingitsquaitiesasa
marinesanctuary. Sustaining conservationeffortstoprotect natural
resourcesuniquetotheHanaumaBay continuesto beachallengethat
requiresproper planningtoguidefutureoperati ons, maintenanceand
improvementstotheprotecteddistrictanditssurroundingfacilities.

P anning documentsareuseful tool sthat can providetheframework for
implementing preserveoperationsandeval uatingtheir resultsagainst the
required purposesincity ordinance. However, themost recent master
plan preparedin 1992 isoutdated and obsol etebecauseits
recommendationshaveal ready beenimplemented. Meanwhile, the
preservefundisrestricted to support threeprioritized supportiveuses,
but lacksauseful planning document uponwhichtoassessandeva uate
expendituresneeded to continueprotection of bay marineresourcesand
itssurroundingfacilities. Asthelead agency inthemanagement of
protection of thepreserve, theparksdepartment needstoimproveits
planning effortstoidentify current and projected needsof thepreserve
andusesof thepreservefund.
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Thecity recognized the
unique character and
needs of Hanauma Bay
by creating the preserve
and the preserve special
fund

HanaumaBay haslong beenrecognized asoneof thestate’ sfew
remaining natural resources. Itsuniquecharacter and needsrequirestrict
regulationsto protect thebay fromadverserecreational impacts. The
city recognizedthisuniquenessby creating the preservefundbecausethe
preserverequiresuniqueand special treatment. Today, thisfundamental
commitment totheprotectionof marineliferesourcesof HanaumaBay
continuestobeobservedwhileofferingrecreationa opportunitiesunlike
any other destinationon Q' ahu.

Preservefund established to support needsof the preserve

Thecity council enacted Ordinance96-19in 1996, institutingafee
schedulefor entrancetothepreserve, and subsequently in Ordinance
00-25includedall concessionrevenuesfromon-siteconcession
operations. Toprotect thepreserve’ suniquecharacter, theHanauma
Bay haslong beenregarded asaspecial placewithgreat potential for
viewingandstudyingthediversity of marinelifeinthespecia habitat of
itsunique, shelteredbay. AsaMarineLifeConservationDistrict,
HanaumaBay isprotected from certainactivitiesthat couldalter, deface,
destroy, or removeuniquely recognized marinelifeor other geological
features. Recognizingtheneedto protect theval uablenatural resources
of thebay, thecouncil foundthat thecity park facilitiesinandaroundthe
bay requireauniquedegreeof quality maintenance, operationsand
improvementstoharmonizethemwiththeexistingandfuturenatural
resourcesintheshelteredbay. Moreover, thecity ordinanceestablishes
aspecia revenuesourceand delineatesthe purposesfor how thefund
moniesareto beexpendedto supportthemarinelifeconservation
aspectsof thepreserveinpriority order.

Master plan established asguiding document for thecareand
maintenanceof thepreserve

The Hanauma Bay Nature Park Master Plan was prepared for the
parksdepartmentinMay 1992. 1t examined theproblemsassociated
with operationsof the preserveand established ananal ytical framework
for planningfor thecare, mai ntenanceand futuredevel opment of the
preserve. Initsintroduction, theplanreiteratesseveral key
characteristicsuniquetothepreservewithin O* ahu’ ssystemof parks
andrecreationaress:

* rankssecondtoWaikiki BeachasO' ahu’ spopular beach
recregtionares;
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Current master planis
dated and ineffectiveas a
guide

* amgor sightseeingstopfor many tour groups,

* establishedin1967 asthefirstmarinelifesanctuary for scientific
study; and

* theplaceof muchappreciationof marinelifeby thepublic.

Theelementsand concluding recommendationsof theplanserveasa
meansto clearly reinforcetheintended purposesand requirementsas
codifiedin Section6-51.1, ROH. It hasservedthe parksdepartment as
aninformativereferenceaswell asaguidingdocumentinitseffortsto
devel opand executenoti ceableimprovementsinthecareand

mai ntenanceof thepreserve.

Whilethecurrent master plan hasservedtheparksdepartment well in
guidingmanagement’ splanningeffortsand devel opment of thepreserve
inthepast, wefoundthat theplanisoutdated and currently ineffectiveas
aplanningguide. Recommendedimprovementstothepreserve
containedinthe 1992 master plan havebeen completedonan
incremental basissince1992 such asthecompl etion of construction
surroundingthenew MarineEducation Center, overall improvementsto
thephysical designand publicprogramsand appropriatepark rules
based on scientificresearch studiesabout environmental impactstothe
bay. Wereviewed each of therecommendationscontainedinthemaster
planwiththemanager of thepreserve, who concludedthat the
recommendati onshad been sufficiently mettobeconsidered achieved.
TheFriendsof HanaumaBay a sorecognizethat theexistingplanis
ineffectiveand obsol eteand hasal ready initiated preliminary meetings
withthepreservemanager to updatethemaster planning document to
meet current needsand futurerequirementsfor thepreserve.

Plan should beused toidentify and justify needsand budgetary
requirementsof thepreserve

Anupdated master plan should contai n planning el ementsthat provide
management with reasonabl eexpectati onsfor meetingintended purposes
and definetherel ati onshi psbetweentheuniqueconservationand
educational characteristicsof thepreserveanditsfinancingand
budgetary requirements. After gatheringall ideas, thecompleted plan
shouldformul ateshort andlongterm needsfor thepreserve. For the
budgetary process, an updated master planwouldfacilitate

management’ scoordinationwith other operatingagenciestoachieve
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greater effectivenessand efficiency of operationsat thepreserve,
includinggreater emphasi soninterna controls, reliability infinancial
reporting, and compliancewithapplicablelawsandregul ations.

Plan should establish goalsand benchmarkstoevaluatethe
effectiveness of the preserve' sprograms

Theupdated master plan shouldincludegoal sand performance
benchmarkstoeval uatetheeffectivenessof thepreserveprogramsin
meetingtheintended purposesand requirementsascodifiedin Section
6-51.1, ROH, asfollows:

Thereshall bedepositedintotheHanaumaBay Nature Preserve
fundall recei ptsfromthefeesimposed under Section 10-2.11
andall concessionrevenuesfromtheHanaumaBay Nature
Preserveconcessions. All moneysdepositedintothisfundshall
beusedfor thefollowing purposesintheorder of priority as
indicated:

» firgt, fortheoperation, maintenanceandimprovement of the
HanaumaBay NaturePreserve;

» second, for educational and orientation programsfor visitorsto
thepreserve; and

 third, foracarryingcapacity study of thepreserveandfor other
studiesrelatingtotheenvironmental conditionof thepreserve.

Inaccordancewiththesepurposes, theplanwoul d set goal's, obj ectives
andindi catorsof achievement or benchmarksto measureprogressand
justify financing requirementsfor themaintenanceof thebuildingsand
surrounding aress.

Recommendationscontainedin current master planimplemented

Improvementstothepreservehad taken placeonanincremental basis
sincethemost recent master planwaspreparedin 1992. Sincethen,
improvementstothephysical design, publicprograms, park rules, and
executionof scientificstudiesonenvironmental impactstothebay have
beenimplemented. Boththepreserveand Friendsof HanaumaBay, a
community advocacy groupfor continued protection of thebay, agree
that existing planisobsol etesinceitsrecommendationshavebeen
redized.
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The parks department’s
management team
should be actively
involvedinidentifying
and updating operational
and capital needs of the
preserve

Carryingcapacity providesuseful data

Elementsidentifiedinthecarrying capacity study of 2000 haveyettobe
formally incorporatedintoplanningefforts. Thisstudy, calledforinthe
required expensefromthefund, providesvaluabledatafor parks
department officials. Moreimportantly, thereport providesspecific
considerationsfor devel oping benchmarksandindicatorstofacilitatethe
planning processesinachievingthefund and preserve’ spurposes.
Therefore, acurrent master planthat incorporatescarrying capacity
informationisuseful and shouldbepart of theparksdepartment's
strategiesin ng proj ected needsand devel opingfinancial
requirementstosustainthepreserve.

Theparksdepartment’ smanagement team shouldbeactively involvedin
identifyingtheoperational and capital needsof thepreserveto support
theeffortsof thepreservemanager. Thedepartmentisorganizedinto
districts. Themanager of thepreserveisapart of theDistrict 1
management team supported by thesupervision of thepark maintenance
andrecreationservicesdivisonadministrator. Additional supportis
providedfor thedistrict and division management team by executive
servicesofficialswho providebudget, contract, fiscal, personnel and
other administrativesupport. For example, general buildingandfacility
repair and mai ntenanceneedsof thepreserveareforwardedinternally to
thepark mai ntenancemanagement staff for further actionandresol ve.

Thepark maintenanceadministrator overseestheDistrict 1 manager and
thepreservemanager. Themajor functionof thisdivisionistoprovidea
comprehensivepark mai ntenanceand community recreation programfor
thecity by managingand coordinatingtheactivitiesof fivegeographic
districts, and two support sections—Recreation Support Servicesand

M ai ntenance Support Services. Preservestaff maintainsalmost daily
contact withtheMai ntenance Support Servicesstaff tomeetthemany
repai r and maintenanceneedsto buil dings, grounds, and equi pment at
thepreserve. Preservestaff areal so supported by thedepartment’s
Urban Forestry Divisionfor landscaping needsat the preservethrough
thecity’ streeprogram, nurseries, andlandscaping systems. Lastly, the
department’ sExecutive ServicesDivis onprovidesadminigtrative
supporttopreservemanagementinareasrelatingto: 1) budget
management; 2) parksplanning; 3) property management; 4) public
permits, and 5) rel ated parksresearch, saf ety, personnel management
andlabor relationg/training. Alongwiththesesupport services, the
department’ smanagement team should bedirectly involvedinsupporting



Revenues and Expenditures of the Hanauma Bay Nature Preserve Fund Appear to be Appropriate, But

Coordinated Planning for the Continuity of This Fund Needs Improvement

theuniqueandspecia characteristics,includingidentifyingand updating
operational and capital needsof thepreserve.

However, wefoundthroughinterviewswith officersand employeesthat
documentationto measurewhether theneedsof thepreservearebeing
met waslimited. Thiscanbeproblematicfor determiningthe
appropriatebudgetary needsfor uniqueand specia conservationand
educationrequirementsestablishedfor thepreserve. Exceptforthe
preservemanager, staff wereunawareof planning documentsand not
presented aspart of their review and approval functions. While
administrativesupportintheparksdepartment havecontributed tomany
positiveoutcomes, moreactiveparticipationby thedepartment’s
management teaminidentifyingandupdating operational needsof the
preservewiththepreservemanager isencouraged.

District and departmental staff must continuetowor k closely with
preserve staff and other sto evaluate existing programsto meet
preserve' srequirements

Inrecognition of uniquecircumstancespertai ningtothefundfor the
management of thepreserve, district and department staff must work
closely with preservestaff and otherstoidentify needs, andeval uate
existing programsandtimelinesto meet preserve’ srequirements. For
exampl e, theexecutiveservicesofficia sintheparksdepartment provide
oversightfor theintergovernmental agreement betweenthedepartment
andthe UH SeaGrant Programto operatetheeducation program. The
management of thisadmini strativecomponentisanimportant function
sinceit utilizesfundresourcesasintendedincity ordinance. The
partnership devel opedwiththeUH SeaGrant Programfor theeducation
program hashistorical andinstitutional originsatthebay. This
partnershipreceivessupport fromcommunity citizenvol unteersand
groups, who advocatefor theprotection of thefragileresourcesof the
bay and preservation of itspresent environmental condition. The
professional relationshipsdevel opedfromwithinthevariouslevel sinthe
parksdepartment and theeducati on program agreementsareintegral not
only tothesuccessand stability of theeducation programbut alsofor
complyingwith Section6-51.2(2) ROH. Whilethedistrictanddivision
staff provides gnificant administrativesupport, they must continueto
work closely with preservestaff and otherstoimprovecoordinationand
understanding of preserveneedsand engagein eval uationsof existing
programs, carrying capacity studiesandtimelinesto meet preserve
requirementsestablishedincity ordinance. Inaddition, aFriendsof
HanaumaBay representativeexpressed concernthat existing staff with
many yearsof serviceand expertisemay soonretire, and personnel
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success on planningwould beinthebestinteresttothefuturestability of
thepreserve'soperations. Webelievethat proactivereview and
reassessment of overall personnel needsmay al sobeneededtomaintain
theintegrity of goal sestablishedto protect theenvironmental conditions
of thepreserve.

Department should ensur eover sight of concessionair econtracts
for compatibility with obj ectivesand pur poseof thepreserve

Theparksdepartment’ smanagement shouldbeproactively involvedin
providinginput, review, andtheinclusion of special conditionsfor any
concess onairecontractsactivitieslocatedwithinthepreserve. BFS
Policy and Procedures, Index Code02.1 listsresponsibilitiesof agencies
suchastheparksdepartment when concessionairecontractsare
negotiatedfor activitieslocatedindepartmental facilities. Theseinclude:

* receivingsuggestionsfromother departmentsandthepublicon
thedesirability of establishingaconcession,;

* investigatinganddeterminingneedfor aconcessionata
particular Site;

* approvingor disapprovingtheproposed concession;
* preparingamapdesignatingaconcessionarea; and

e coordinatingwiththe Department of EnterpriseServicesfor
draftingof biddocument.

Whiletheparksdepartment may not berequiredto monitor

concessi onaireoperationsfor compliancewith concession contract
terms, thedepartment’ sownrul esstatethat thedepartment should
enforcerulespertainingtocommercial activitiesinthepreserve. During
our review wefoundthat the preservemanager wasunawareand
consequently had noinput onthemost recent concession contract
negotiationsfor thepreserve sshuttlebus. Thereforetherewasno
opportunity to provideinput or adviceonany specificconditionsor
termsinthecontract whichisnecessary toensurecompatibility of the
concessionaire’ soperationswiththepreserve' sobjectives. Concession
operationsat thepreserve should beoperatedinamanner consi stent and
inconcert withthegoal sand objectivesof thepreserve. Toensurethis
compatibility, thedepartment needsto proactively provideinpui,
includingany special conditionsand operational requirements,inthe
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Budget and Fiscal
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Better Coordinate
Their Planning
Efforts
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specia termsof any concessionairecontract withinthepreserve' s
operations. Exhibit 2.6 providesaphoto of thesnorkel rental
concessionat theHanaumaBay Nature Preserve.

Exhibit 2.6
Photo of the Snorkel Rental Concession at the Hanauma Bay
Nature Preserve
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Source: Office of the City Auditor

TheDepartmentsof Parksand Recreationand Budget and Fiscal
Servicesneedtobetter coordinatetheir planning effortstoensurethe
most effectiveuseof thepreservefundinsupport of thepreserve' s
marineconservationand educationrequirements. Fundinformationisan
essenti al eval uation component to assesshow to meet theshort andlong
termneedsof thepreserve. Whilethedepartmentsal ready haveuseful
and pertinentinformationindifferent formats, thereneedstobeaccurate,
timely andmostimportantly, user friendly financia informationabout the
preserve, includinginformationonthepreserve srevenues, expenditures
and unreserved fundbal ancefor budget devel opment.
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Realistic,accurateand
user friendly information
about the preserve fund
is essential for parks
departmentto effectively
budget for the preserve’s
needs

Redlistic, accurate, timely and user friendly financial reportsonthe
preservefund can promoteawarenessonthefundbalancefromyear-to-
year, whichisnecessary for theparksdepartment to properly manage
thepreserve. BFSofficia sshouldbeprovidingpertinentfinancial
informati onsuchasinformationonthefiscal integrity andlongterm
financia planning considerationsto DPR officialsfor consderationin
their planning for theneedsof thepreserve. Thismay alsohelpDPRto
effectively budget annual andfuturefundresourcesearmarkedfor the
operationand maintenanceof thepreserve. Whilesuchinformation
exists, itiscurrently difficulttoretrieveinauser friendly form. We
reviewedfinancia informationandreportsavailableandfoundthat
severa statementsand schedulesmust bereferenced from separatecity
reportsinorder todeterminefundrevenues, expendituresandfund
balance. Also, theparksdepartment doesnot includeeval uationsof the
preservefund’ sability tomeet projectedlong-termneedsaspart of its
budget review process. Thedepartment’ sreview of itsbudgetary needs
for thepreserveisbased onthepreviousyears request and new budget
itemsinthecurrent budget request, andlackssupplemental factsor data
specifictothecurrent requirementsof thepreserveandthefund. While
financial informationand dataarereadily accessiblefromcity websites,
improvementsareneededto summarizefundinformationcontainedin
budgetary comparisons, statisticsand other financia dataintosimpler,
realisticandmoreuser friendly reportswhichwouldfacilitateutilization
by parksdepartment personnel inbudgetingfor thepreserve’ scurrent
andlong-termneeds.

Preservefundisintended to providethefinancial resour cesto
meet needs of the preserve

Thefund providesthefinancial resourcesto meet theneedsof the
preservebased on specified purposesprioritizedin Section 6-51.2,
ROH, aslistedearlier. Thistypeof fundisusedtoaccountforthe
proceedsof specificrevenuesources, that arelegally restrictedto
expendituresfor specified purposes. If thefundisintendedtoprovide
thefinancial resourcesof thepreserve, thenfinancid informationshowing
how thisfund had been utilized to meet theintended needsof the
preserveshouldbepresented. However, whilefinancial transactionsare
being recorded andreportedinfinancial statements, therearenoclear
indicatorsor benchmarksprovidedin current master planningdocuments
toascertainwith somecertainty that thefundismeetingtheneedsof the
preserveand protectingitsuniquecharacter, and supportingfacilities.



Chapter 2: Revenues and Expenditures of the Hanauma Bay Nature Preserve Fund Appear to be Appropriate, But
Coordinated Planning for the Continuity of This Fund Needs Improvement

BFSpreservefund informationisnot user friendly and not easily
identified

Thefinancial documentsthat account for thespecial fundrevenues,
expendituresandfund balancesarenot user friendly or easy toreference
fromvariousfinancia statementspreparedby BFS. The
Comprehensive Annual Financial Report (CAFR) wasreferenced by
BFSofficial sasacompletesourceof referenceonfundrevenues,
expendituresand fund balanceand specifictotheHanaumaBay Nature
PreserveFund, including the Balance Sheet, Schedul e of Revenues,
Expenditures and Changesin Fund Balance, Budget and Actual,
Schedule of Revenues—Budget and Actual. Inadditiontothe CAFR,
BFSofficia sprovidedreferencestofundinformationlocatedin
statementsand schedul esof other fiscal and accounting documentssuch
as TheExecutive Program and Budget, and theBudget and Fiscal
ServicesDirector’ sFinancial Report. Therefore,inordertoderivea
completefundaccountingfor thethreefiscal years, FY 2003-04to

FY 2005-06, several statementsand schedulesneedto bereferenced.
For requestson how monieswerespent for preserveneeds, BFS
officia ssuggested contacting theoperating agencies, but BFScould
provideinformationonmiscellaneousexpendituresor revenues. While
theseseparatefinancial documentswerereadily access bleand contain
necessary information, wefoundthat thesereportsweregenerally not
user friendly andlacked similar comparisonfor prior years information.

Fundinfor mationisnot effectively communicated between
departments

Fundinformationonrevenues, expendituresandresulting unreserved—
undesignatedfundbalanceat fiscal year endisnot effectively
communicated between departments. Many staff fromBFSand DPR as
well astheemergency servicesand enterpriseservicesdepartmentswere
notinformedor familiar withthepreservefundbal ancewhen asked.
However, inany specia fundedtypeoperation, somereview of fund
balanceshould beaccessibleand shared with staff indepartmentsif it
impactstheoperationsof thepreserve. Whilethereisnoformal
definitionfor surplus, BFSofficial sreferencedthemoreaccurateterm of
Fund Balance, Unreservedwhichisdefined asfollows:

Actual or estimated, unreserved fundbalancecarried over from
thepriorfiscal year andavailablefor appropriation. The
estimated fund bal ancetogether withtheestimated revenuesand
inter-fundtransfersfor theupcomingyear determinethe
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Parks department
budgeting process forthe
preserve needs some
improvement

maximumamount availablefor appropriationintheproposed
year’ sbudget.

Wenotedthat for thethreeyear fiscal periodincludedinthisaudit, the
prior administration madereferenceto surplusrevenuesinthefundwhen
reportingrevisionstotheir ExecutiveOperating Budget and Program
duringthebudget processfor FY 2004-05. Inaddition, it noted that due
tothenon-passageof Bill 19inJune2004, which sought toremove
concess onrevenuesdepositedintothefund, concessionrevenuesfor the
year intheamount of $1,135,200 weredel eted fromthegeneral fund
and placed back intotheHanaumaBay Nature PreserveFund. Ina
cover |etter signed by theformer mayor, headdedthat, “ Thisaction
thereforecreatesapotentially unlawful surplusof revenuesinthe
HanaumaBay NaturePreserveFund.” Without furtherinformation
provided by themayor inhisletter, weareunabl eto determinewhat this
means. Asmentioned earlier for budget review purposes, theterm
surplusrevenuesor fundsasused inthe BFS Detailed Statement of
Revenuesand Sur plusfor theHanaumaBay Nature Preserve Fund
eachyear isactually theamount referenced astheUnreserved Fund
Balanceremainingat theend of eachfiscal year for budget review
purposes. Staff wespoketofrom BFS, DPR aswell asemergency
serviceswerenotinformedor familiar withtherevenuesurplus
comparedtothefund balancewhen asked.

Theparksdepartment budgeting processfor thepreservefailsto

eva uatethepreservefundsprojected ability tofundfuturepreserve
needs. Thefundwascreatedto providethefinancial resourcesto
properly managetheoperati ons, mai ntenance, andimprovementsof the
preservetofinanceeducati onal and orientation programsfor visitorsto
thepreserve, andfor studiesrelatingtocarrying capacity andthe
environmental conditionof thepreserve. | dentification of projected
preserveneedsisinadequateandthereislittleattempt todetermine
whether thefundwill beableto adequately meet theneedsthat are
identified.

Budgeting doesnot includea compr ehensiveevaluation of the
preservefund and ability to meet preserve sneeds

Generally, theparksdepartment doesnot includeacomprehensive
evaluationonthefundbal anceand ability of thefundtomeet preserve's
needsaspart of itsbudgeting processes. Weinquiredwithdistrict and
department of ficersandfound that most werenot awareof the
preserve sfund balanceover theyearsand had not seenany evaluative
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report onthefund revenues, expendituresand fundbalances. The
budgeting processfor thepreserve sneedsnormally startswith
instructionstothepreservemanager to submit abudget request tothe
district supervisor. Thissubmittal thenreceivesreview and approval by
theParksM ai ntenanceand Recreati on Servicesadministrator by
approximately June30of eachyear. After thedistrictteam budget
requestisreviewed and approved by thedistrict management team,
meetingsareschedul edwith executiveservicesofficialsandtheparks
director toreview and subsequently approvethepreserve sbudget
request. Thedepartment’ sfinal budget requestissubmittedtotheBFS
director or Department of Designand Constructiondirector for capital
improvement programrequests. Theparksdepartment andassigned
budget anal yst do meet aspart of thebudget preparation processprior
tosubmissionof thefina budget. Themayor normally submitshisfina
city budget request tothecouncil by thefirst week of March. Thecity
council adoptsthefiscal year’ scity budget normally by mid-Juneand
agenciessubmittheir final budget expendituresreportsbeforethe
beginning of thenew fiscal year. Thepreservemanagerisgiventhe
opportunity tocomment onthepreserve sneedsbut therewaslittle
evidencethat higher level department official swereascogni zant of these
needs. Thus, further review and scrutiny of budgeted needsfor the
preserveweregenerally based oninquiriesand perceptionssurrounding
whether theexpenditurejustifiesaneed or want for thepreserve
operationsrather than on benchmarksbased on preserveobjectivesand
plans.

Whilethismethod may beappropriatefor higher level managersin
review of thepreservemanager’ sexpendituresfor preserveneeds, we
foundat | east onesituationwherethepreservewasneed essly impacted
by arestrictiononan approved budget expenseallocation. Wewere
informedthat theformer director of DPR hadimposed spending
restrictionsduringfiscal year 2004 whichwasappliedtoall parks
divisons. A DPRofficial informed usthat theoperationsat thepreserve
andthepreservefundwerenot excludedfromthedirective, although
fundswereavailableinthepreservefund andthedepartment’ sgeneral
fund expenditureswerenotimpacted. Inthisinstance, officefurniture
had been approvedfor purchaseby thepreservemanager anddelivery
had been completedfor thepurchase. However, whentheformer DPR
director becameawareof theofficefurniturepurchaseanddeliveryin
violationof thespendingrestrictiondirective, theformer DPRdirector
directedthat theitemsbereturned. Moreover, theDPR official added
that thecity wasassessed afeefor thereturn of theitems.
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Weobservedthat theadministrativeofficesat thepreservewerenot
furnishedwith city-purchased desks, chairsand bookcases. When
asked about thefurniture, preservestaff explainedtheoriginsof furniture
intheoffice, most of whichwerepersonal bel ongingsor surplusitems
brought totheofficesfromtheir homeor from other sources. Froman
appearanceperspective, theofficewasfurnishedwithusedchairs
repairedwithduct tapewhiledesksvary fromclassroomsizemetal
deskstowood desksin need of repair. Also, wenotethat computer
equipment and softwareappear outdated, and thecopy machineis
inefficientfor theneedsof thepreserve’ sofficecausingthepreservestaff
totravel toother district officesto producemediumto highvolumecopy
material. Wealsonotethat whilesuchrestrictionsappear tohavebeen
removed under the present administrationtherehasbeennoactionto
addresstheseunmet needs. Finally, anevaluationonthepreservefund
balanceand projected revenuesaswell asother preserveplansshould
beincorporatedintothebudgeting processesfor thepreserve.

Preservebudget requestsshould bebased on amaster plan and
evaluated accor dingto needsestablished in preserve splanning

Thepreserve’ sannual budget request for executivemanagement review
and approval shouldbebased onthemaster planand beevaluated
accordingtoneedsestablishedinbenchmarksor indicatorsof
accomplishment. Thefundwascreated and establishedfor thepurposes
of theoperation, maintenance, andimprovement of thepreserve,
educational and orientation programsfor visitorstothepreserve, and
studiesrel atingto carrying capacity andtheenvironmental condition of
thepreserve. Despitethoseguidelines, thepreserve’ sfundandbudgetis
loosely constructed and may becomeunnecessarily guided by
instructionsprovided by BFSinbudget request guidelinesthat are
general toall city agencies. Asnotedearlier, theexistingmaster planning
document isalsoobsol ete. Withtheexception of themanager of the
preserve, planning documentswerenot used asreferenceby other
district or department officerswho haveauthority to approveor reject
preservebudgetitems.

Assessment of preserve entrance fees, concessionair e contract
paymentsand other fund revenuesour cesshould beintegral to
budgeting process

Pertinentinformationto preserverequirementsconcerning theadequacy
of feeassessments, sourcesand statusof miscellaneousrevenues,
concession contract concernsandissues, and other preserveandfund
relatedinformationareal sointegral tothebudgetingand planning
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process. Updatesonfiscal concernsandissues, concessionmonitoring
activities, or other preserveinformationresultingfromfunctions
performed by departmentsother thanthe DPR shouldbeal so
incorporatedinplanning effortsby DPR, aslead agency for thepreserve.
For exampl e, theachi evementsand resul tsinmonitoring complianceto
concess on contract termsby theenterpriseservicesdepartment should
becomeintegral tothebudgeting processfor theparksdepartment since
thisinformationisequally concerningtothemanagement of thepreserve.
Inaddition, businessinformati on suchasthesubmissionof monthly gross
recel pt statementsaresubmitted directly toBFSTreasury Division, with
summariesforwardedto DESbut notto DPR. Moreover, therecei pt of
required annual SaleAudit Reportsfrom concessionairesareforwarded
toDESwith copiesto BFS, but againno copiesprovidedto DPR.
Furthermore, copiesof concess on contractsand pertinentinformationto
negotiated termsarenot providedfor referenceto DPR, thelead
operatingagency at thepreserve. Such productsand servicesprovided
by theconcession operationsat thepreserveareanintegral component
totheon-siteoperationsand management of thepreserveby DPR.

Althoughareview and assessment of management practicesfor i ssuance
of theconcession contract and monitoring theday-to-day operationsof
concessionaireswasnot includedinthescopeof thisaudit, wehave
severa concernswithmonitoring effortsby thedepartments. Wefound
incompleteconcession contract filesand thel ack of documentationand
adherencefor concession contract policiesprovidedintheBFSPolicy
and ProceduresManual. Inorder tomaintaintheconsi stency of quality
needed to adequately support theuniqueoperational needsat the
preserve, increasedinvolvement by DPRisneeded.

For the period FY 2003-04 to FY 2005-06, the Departments of Parks
and Recreationand Budget and Fiscal Serviceswerefoundtobe
properly accountingfor fund revenuesand expending programfundsas
requiredby law. Inreview of BFSresponsibility for overseeingthe
administration of theHanaumaBay NaturePreserveFund, wefoundthat
revenuesfrom parkingandadmissionfeesaswell asconcessionfee
paymentsweretracked and summarized appropriately. Inaddition, we
foundthat staff involvedinuitilizingfund resourcesfor operations,
maintenanceandimprovementsat thepreserveproperly tracked and
summarized expendituresfor thefund’ spurposes. Wecommendthe
budget andfiscal servicesdepartment and other operatingagenciesfor
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Recommendations

maintainingthefiscal integrity of theHanaumaBay NaturePreserve
Fund.

Thepreserveisrecognizedasasignificant city asset. Thepreserve
continuestosteadily provideapproximately onemillionvisitorsthe
uniqueopportunity tolearnandexploreitsnatural resources. Designated
asthefirstMarineLifeConservationDistrict, theHanaumaBay is

regul ated by and eval uatedfor maintainingthequalitiesof amarine
sanctuary inaccordancewith stateconservationrules. Wefoundthat
master planning documentsfor thepreservewereoutdated. Although
thepreservemanager hasacknowledged theneedto updatepreserve
needsand devel op new planning documents, thedepartment should
improveitsplanning effortsto ensurethat needsof thepreservearebeing
met asintended. Inaddition, theconcession contract guidelinesprovide
adequateauthority for thepark’ sdepartment to provideinput relatingto
concessionoperationsat the preservehowever thepark’ sdepartment
shoulddomoretoproactively participateand provideinput for

consi derationintheconcession contract processestoensure
compatibility withobjectivesof thepreserve, inaccordancewith stated
purposesfor theuseof thespecial fundsin Section6-51.2, ROH, and as
providedinIndex 02.1 of theBFSPolicy and ProceduresManual. We
alsofoundthat responsi bilitiesfor managing fundresourcesearmarkedto
preserveneedsarefragmented between thedepartmentsof budget and
fiscal servicesand operating agencies. Financia reportsonthefundare
not reader-friendly andnot easily identified. Severd statementand
schedulesmust bereferenced to devel opamorecomprehensive
understanding of fund revenues, expendituresfor operations, and
resultingcarry over fundbalance. Proper planningfor thefutureneedsof
thepreserveiscompromised by thelack of coordinated planning efforts
and should beimprovedtomaintaintheuniquecharacteristicsof the
preserve.

1. TheDirector of the Department of Parksand Recreation shoul d:

a. ensurethat anew or updated master planfor theHanaumaBay
NaturePreserveiscompletedwhichwill serveasabasisfor
devel opment andidentificationof specificprogramsanditems
necessary to achievethemaster planobjectives,
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b. ensurethat theupdated master planbeused asthebasisfor
specificdevel opment and budgetary e ementsthat will achieve
objectivesof master plan;

c. ensurethat budgetingisbased uponel ementsdevel opedto
implement thepreserve’ smaster plan;

d. assesspastand projected preservefundrevenues, expenditures
andfundbalances,

e. assessadequacy of fund revenuesand projected expensesin
accordancewith preserve’ sgoalsand objectives;

f.  ensurethat preservestaffisactivelyinvolvedinall level sof
planningfor preserve suse; and

g. ensurethat copiesof theconcessioncontractsand current
detailedinformationrel atingto concessionrevenuegross
recel pts, paymentsand amendmentsto contract termsare
providedtotheappropriate parksdepartment personnel for
budget planning and program eval uation purposes.

2. TheDirector of the Department of Budget and Fiscal Servicesshould
ensurethat copiesof thefollowinginformationareprovidedtothe
appropriateparksdepartment personnel for budget planningand
programeval uation purposesregardingtheHanaumaBay Nature
PreserveFund:

a. BFSAccountingDivisonsummary worksheetsonHanauma
Bay Revenuesand Depositsand monthly Monarchreport
Revenue Summary by Sub-Class;

b. BFSFisca/CIPAdministrationreportonHanaumaBay Nature
Park Capital Improvement Projectsandrel ated debt service
caculator schedules;

c. BFSTreasury Divisionaccountsreceivableannual worksheet

summarieson concess onairegrossrecel ptsand payment recap;
and

d. BFSPurchasingDivisionconcessioncontractsandamendments.
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Comments on
Agency Responses

Responses of Affected Agencies

Wetransmitted draftsof thisreport tothe Departmentsof Budget and
Fiscal Servicesand Parksand Recreationon May 24, 2007. A copy of
thetransmittal | etter tothe Department of Budget and Fiscal Servicesis
includedasAttachment 1. OnJune7, 2007, thedepartments' directors
submitted acombinedwrittenresponsetothedraft report dated May
31,2007, whichisincluded asAttachment 2. Intheir response, the
directorsthanked theauditor for recognizing effortsto properly account
forandmaintainthefiscal integrity of thefundandfurther expressed
appreciationfor feedback receivedthrough anindependent audit
process. Thedepartmentsnoted that whilethey havebeenworking
together onbudget-rel atedissues, thebudget andfiscal services
departmentwill now furnishtheparksdepartment with monthly copiesof
variousreportsfor budget planningand program eval uation purposes.
TheDepartment of Parksand Recreation stated that it woul d address
recommendationsrel atedtotheHanaumaBay Nature Preserve M aster
Plan. Weareencouraged by thedepartments' willingnesstoactively
work together for planning, budgeting and eval uation eff ortsnecessary to
ensurethat thepreservefund continuesto beutilizedto meet the
HanaumaBay NaturePreserve' soperational and capital improvement
requirements.
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ATTACHMENT 1

OFFICH OF THE CITY AUDITOR

CITY AND COUNTY CF HONOLULU
1000 ULUCHIA STREET, SUITE 120, KAPOLEI HAWAI 96747 / PHONE: (B0B) 692-5134 / FAX: (808) 692-5135

LESLIE |. TANAKA, CPA

48

CITY AUDITOR

Ms. Mary Patricia Waterhouse, Director
Department of Budget and Fiscal Services
530 South King Street, Room 208
Honolulu, Hawai‘i 96813

Dear Ms. Waterhouse:

Enclosed for vour review are two copies (numbers 14 and 15) of our confidential draft audit report,
Audit of the Hanawma Bay Nature Preserve Fund. If you choose to submit a written response to our
draft report, your comments will generally be included in the final report. However, we ask that you
submit your response to us no later than 12:00 noon on Friday, June 8, 2007.

For your information, the mayor, managing director, parks and recreation director, and each
councilmember have also been provided copies of this confidential draft report,

Finally, since this report is still in draft form and changes may be made to it, access to this draft report
should be restricted to those assisting you in preparing your response. Public release of the final report
will be made by my office after the report is published in its final form.

Sincerely,

(res - Jlal

Leslie I. Tanaka, CPA
~ City Auditor

Enclosures



MUFI HANNEMANN

MAYOR

ATTACHMENT 2
DEPARTMENT OF BUDGET AND FISCAL SERVICES

CITY AND COUNTY OF HONOLULU

530 SOUTH KING STREET, ROOM 208 ¢ HONOLULU, HAWAII 96813
PHONE: (808) 523-4616 e FAX: (808) 523-4771 e INTERNET: www.honolulu.gov

MARY PATRICIA WATERHOUSE
DIRECTOR

PATRICK T. KUBOTA
DEPUTY DIRECTOR

May 31, 2007

07 JN-7 P4:6
Mr. Leslie |. Tanaka, CPA
City Auditor 5
Office of the City Auditor C&C
1000 Uluohia Street, Ste 120 ¢
Kapolei, Hawaii 96707

Dear Mr. Tanaka:

Thank you for recognizing the City’s efforts to properly account for and
maintain the fiscal integrity of the Hanauma Bay Nature Preserve Fund. Budget
and Fiscal Services (BFS) will abide by your recommendation that monthly copies
of Hanauma Bay revenues, deposits, expenditures and concession contracts be
transmitted to the Department of Parks and Recreation (DPR) for budget planning
and program evaluation purposes. In the past, both agencies worked together as
needed to achieve these results. In addition, DPR will address your
recommendations related to the Hanauma Bay Nature Preserve master plan.

We are committed to fiscal accountability and integrity and appreciate the
feedback through your independent audit process.

Sincerely,

Mary Patricia Waterhouse, Director
Budget and Fiscal Services

éﬂw "
éﬂ 2 [
Lester K. C. Chang@r
Department of Parks anfid Recreation

MPWY/LKCC/ve
APPROVED:

b

Wayne M. Hashiro,/.E.
Managing Director
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