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INTRODUCTION

The specifications contained herein are intended to describe the scope and nature of the
work required of the Consultant who will be engaged by the Honolulu Authority for Rapid
Transportation (hereinafter referred to as HART), to conduct: (1) a financial audit of the
transactions, accounts, and books of HART for the fiscal years ended June 30, 2012, 2013,
2014, and 2015; and (2) an examination of the systems and procedures for accounting,
reporting, and operational and internal controls of HART.

At the present time, the City and County of Honolulu (hereinafter referred to as CITY)
maintains all accounts and records of HART revenues and expenditures. The
CONSULTANT shall rely on the CITY’s accounting system for all records of
transactions.

HART was created as a result of a charter amendment contained in Article XVII of the
Revised Charter of the City & County of Honolulu and commenced operations on July 1,
2011.

All provisions of these specifications shall be considered to be a part of the contract
entered into by and between HART and the CONSULTANT.

FINANCIAL AUDIT AND REVIEW OF INTERNAL CONTROLS

A. Audit Objectives

The objectives of the audit are:

1. To provide a basis for an opinion by the CONSULTANT on the fair
presentation of the financial statements of HART.

2 To determine whether HART’s internal control structure is adequate in
ensuring that there is proper recordation of revenues, expenditures, assets,
and liabilities and whether HART complies with applicable laws and
regulations regarding internal controls. In the required reports on internal
controls, the CONSULTANT shall communicate any reportable conditions
found during the course of the audit. A reportable condition shall be
defined as a significant deficiency in the design or operation of the internal
control structure which could adversely affect HART’s ability to record,
process, summarize, and report financial data consistent with the
assertations of management in the financial statements. Reportable
conditions that are also material weaknesses shall be identified as such in
the report. Other conditions not required to be reported shall be presented
in a separate management letter, which shall be referred to in the reports on
internal controls.



3. To evaluate the adequacy, effectiveness, and efficiency of the systems and
procedures of accounting, reporting, and operational and internal controls
and to recommend improvements to such systems and procedures.

B. Audit Scope
The audit scope shall include:

1. Financial Audit

Conduct a financial audit of the transactions, accounts, and records of
HART for the fiscal years ended June 30, 2012, 2013, 2014, and 2015.

The CONSULTANT is not expected to verify every transaction, but may
base the audit on tests and samples as determined by its professional
judgment. There should be sufficient testing of the financial data to provide
the CONSULTANT with a basis to report on the fairess of the financial
statements, on the legality and propriety of the expenditures, and on the
accounting of all revenues and other receipts.

HART’s expenditures are represented by the following fund codes:
Fund 290, Transit Operating Fund
Fund 690, Transit Capital Fund
Fund 695, Capital Improvement Bond Fund
Fund 693, Federal Grants Fund
2. Internal Control Review

Examine existing systems and procedures of accounting, reporting,
operational and internal controls of HART and all operations for which
HART is responsible. Evaluate the system of internal control and assess the
extent to which the system can be relied upon to ensure accurate
information and compliance with laws and regulations, to provide for
efficient and effective operations, and to ensure integrity in HART's
receipting and expenditure of funds.

The CONSULTANT shall also identify findings of any material
deficiencies and weaknesses in the systems and procedures and make
appropriate recommendations for improvement.

C. Standards for Examinations and Reports

1. The examinations shall be performed and the reports thereon shall be in
accordance with the Generally Accepted Auditing Standards as prescribed
by the American Institute of Certified Public Accountants and the
Generally Accepted Government Auditing Standards issued by the



Comptroller General of the United States.

The report on internal control shall include the scope of the review; an
evaluation of the adequacy and effectiveness of the organization and
systems, including significant findings of any weaknesses and
inadequacies.

The report must disclose any significant losses or waste; any fraudulent use
of or improper or unauthorized expenditure of funds, or any failure to
account for revenues; any significant lack of efficiency in the operations,
and include recommendations for improvements in any material weaknesses
and inadequacies in the organization and systems.

Provide assistance to the CFO in preparing HART’s Annual Report by:

1.

Making every effort to ensure that such report is in accordance with the
reporting requirements of generally accepted accounting principles and the
pronouncements of the Governmental Accounting Standards Board (GASB).

Assisting in the preparation of the financial statements, schedule of
expenditures and related notes.

Assistance with the implementation of new GASB pronouncements
Assistance in researching issues and the applicability of GASB and GAAP

pronouncements which may impact HART’s financial statement reporting
requirements.

Legal Authority

In ascertaining whether or not the financial transactions of HART are in
compliance with applicable laws, ordinances, regulations and administrative
procedures in accordance with Government Auditing Standards, the
CONSULTANT shall become sufficiently knowledgeable with the applicable
section of the following as they relate to HART activities:

1.

2

Constitution of the State of Hawaii;

Hawaii Revised Statutes,

Session Laws of Hawaii;

Hawaii Administrative Rules;

Revised Ordinances of the City;

Revised Charter of the City and County of Honolulu;

Applicable rules, regulations, and administrative procedures issued
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by the Federal Transit Administration, the State of Hawaii, the
City, and HART relating to HART’s financial transactions,
accounting systems and controls, and operating procedures; and

& Collective bargaining agreements affecting employees of HART.

F. Working Papers

The working papers are the property of the CONSULTANT and constitute
confidential information.

The CONSULTANT shall, at any time, make available to HART for its inspection
and review, such of the working papers developed during the examinations as are
required to be disclosed under applicable professional standards, which may include
the following:

1. Audit program and internal control questionnaire (not to be copied);

2 Trial balances;

3 Schedules, recommendations, computations, analyses, audit notes;
confirmation letters and replies; and

4, Documents obtained in the course of the examination.

G. Number of Copies of Audit Reports

The CONSULTANT shall provide fifty (50) bound copies of the audited financial
statements, thirty (30) bound copies of the internal control report, and ten (10)
copies of the schedule of findings and questioned costs not later than November 30,
immediately following the fiscal year under the contract.

SPECIFIC AREAS OF CONCERN

During the contract period, HART may request the CONSULTANT to examine specific
areas of concern. Such additional services shall be performed by the CONSULTANT
after receipt of written authorization by HART. Such authorization shall contain the
additional scope of work to be performed and additional compensation to be paid. To the
extent practicable, the CONSULTANT will utilize CITY staff and other resources of
HART in order to keep the amount of additional compensation to a minimum.
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Purpose of
Presentation/ Update

 Update of FY15 independent audit of
financial statements

 Request approval to proceed with
drafting/updating Scope of Work
and preparing for procurement of

independent audit services
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Update of FY15
Independent Financial
Statement Audit

e KMH LLP current auditor
 FY15 Audit currently underway

e Audit to be submitted to HART Board by
KMH LLP at December 17, 2015 meeting
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Financial Statement Audit FY2015

Status Update as of September 24, 2015

October 2015- completion of field work by auditors and preparation of draft
of financial statements. Provide City with information needed for their CAFR
report

November 2015 (beginning)-review draft financial statements with HART
CEO an Audit Committee Chairman

November 2015 (end)-finalize draft financial statements. Draft provided to
the City for their CAFR report

December 2015 (beginning) — KMH meets with Audit Committee, Chairman
of the Board and other board members to review results of financial
statement audit

December 17, 2015 — presentation of the financial statements to Audit
Committee and HART Board of Directors for acceptance

December 18, 2015 — transmit financial statements to City

HONOLULU RAIL TRANSIT PROJECT HA=RT
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Request Approval to Proceed with
Preparing for Procurement of
Independent Audit Services

e Current multi-year (4 year) contract for audit services
expiring

e New Procurement and selection of auditors needed by
Spring 2016

HONOLULU RAIL TRANSIT PROJECT HA=RT
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Proposed Independent Financial Audit
Procurement Schedule

e QOctober 19, 2015 — Issue Requests for Proposals
e December 1, 2015 — Proposals Due

e December 18, 2015 - Evaluation Completed and Auditor
determined

e January 20, 2016 — Contract Award

e February 19, 2016 — Notice to Proceed

HONOLULU RAIL TRANSIT PROJECT HA™=RT
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Board of Directors
Input/Decisions

e Confirming use of current Scope of Work
e Four-year term of contract okay?

e Committee to review and approve RFP evaluation
criteria

e Recommendation of auditor selection by
Committee in January 2016
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(Assign.frm, 7/2014)

ASSIGNMENT OF CONTRACT

THIS ASSIGNMENT, executed this 14™ day of July, 2014, by and between PKF Pacific Hawaii
LLP, a Hawaii Partnership, whose principal place of business is 1132 Bishop Street, Suite 2500, Honolulu,
HI 96813 (hereinafter referred to as the "Assignor”), and KMH LLP, whose principal place of business is
1003 Bishop Street, Suite 2400, Honolulu, Hi 96813, (hereinafter referred to as the "Assignee"),

WITNESSETH:

That the Assignor, for good and valuable consideration to Assignor paid by Assignee, receipt
whereof is hereby acknowledged, and of the premises and covenants hereinafter set forth and on the part
of the Assignee to be faithfully observed and performed, does hereby sell, assign, transfer, set over and
deliver unto said Assignee, Assignee's successors and assigns:

All of Assignor's right, title and interest in and to Contract No(s).:

SC-HRT-1200054: Independent Financial Auditor Contract between the HONOLULU AUTHORITY FOR
RAPID TRANSPORTATION and PKF PACIFIC HAWAII LLP

(hereinafter referred to as the "Contract(s)") by and between Assignor herein and the party therein named.

TO HAVE AND TO HOLD the same with the benefit of all rights, powers, promises, covenants
and agreements which are in said Contracts set forth, and all of the right, titie and interest of Assignor as
set forth in said Contract(s) unto the Assignee, Assignee's successors and assigns, as aforesaid;

AND THE ASSIGNOR, in consideration of the premises, does hereby covenant and agree that the
Assignor is the lawful owner of the interest in said Contract(s) being assigned hereunder; that the same
are valid and enforceable and are in full force and effect and not in default; that the Assignor's interest in
said Contract(s) is free and clear of and from ali encumbrances other than those mentioned in said
Contract(s); that the Contract(s) has not been modified or amended except by change order; that Assignor
has good right to sell, assign, transfer, set over and deliver Assignor's interest therein as aforesaid; and
that Assignor shall WARRANT AND DEFEND the same unto said Assignee against the lawful claims and

demands of all persons whosoever.

AND THE ASSIGNOR hereby indemnifies and agrees to hold the Assignee harmless from and
against any and all obligations, liabilities, claims, accounts and demands (including, without limitation,
reasonable attorneys' fees) arising or accruing under said Contract(s) on or before the date hereof.

AND THE ASSIGNEE does hereby promise, covenant and agree to and with the Assignor that the
Assignee will observe and perform all of the covenants in said Contract(s) contained and on the part of the
Assignor to be observed and performed from and after the date hereof and will indemnify and hold
Assignor harmless from and against any and all obligations, liabilities, claims, accounts, and demands
(including, without limitation, reasonable attorneys' fees) arising or accruing under said Contract(s) after

the date hereof.

IT IS MUTUALLY AGREED that the terms "Assignor” and "Assignee”, as used herein, or any
pronouns used in place thereof, shall mean and include the named parties and their respective successors
and assigns, and shall be so construed that whenever applicable with reference to any of them, the use of
the singular shall include the plural, the use of the plural shall include the singular, and the use of any
gender shall include either or both of the other genders.

ASSIGNMENT OF CONTRACT 2



T IS FURTHER AGREED THAT ASSIGNOR AND ASSIGNEE shall remain liable for all
obligations to the Honolulu Authority for Rapid Transportation under the Contract(s); but that assignor
waives all rights under the Contract(s) as against the Honolulu Authority for Rapid Transportation.

IN WITNESS WHEREOF, the Assignor and the Assignee have executad these presents the day
and year first above written.

PKF Pacific Hawali LLP KMH LLP
: _éM J’ :‘"’1
By ___ By: (7. <
Patrick H. Oki Wileox Choy

its:
Managing Partner

(ALL SIGNATURES MUST BE NOTARIZED AND ACCOM
POWER OF ATTORNEY.)

ACCEPTED;
\

r 2/ LLﬁy
Chief Procurement Officer - / Datd’ gm:mﬁtx}m:mm
Honolulu Authority for Rapid Transportation Chty of Alezandria 8

On July 15, 2014 before me, Kyle Edword
Stephensan, personally appeared, Patrick Oki,
proved o me on the basis of satisfaciory evidenice to
be the person(s) whose name(s) is/are subscribed to
the within instrument and acknowledged to me thot
he/she/they executed the same in histher/their

APPROVED AS TO FORM AND LEGALITY authorized capacity(ies), and that by hissher/their
signature(s) on the instrument the person(s) or the

— entity upon behalf of which the person(s) acted,

[’1”6’__\ executed the instrument.

“Deputy Corporation Counsel WITNESS my hand and offjcial seal
City and County of Honolulu GARY Y. TAKEUCHI ;
ASSIGNMENT OF CONTRACT 3 6',‘.',..“.‘..n.",,‘%
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STATE OF HAWAII
ASSIGNEE'S ACKNOWLEDGMENT

STATE OF __Hawail )
) S.S.
Cityand COUNTY OF Honoluly )

On this 16™ day of JULY, 2014, before me appeared WILCOX CHOY, to me known, to be the
person described in and, who, being by me duly sworn, did say that he is a PARTNER of KMH LLP the
ASSIGNEE named in the foregoing instrument, Assignment Agreement, and that he is authorized to sign said
instrument on behalf of the ASSIGNEE, and acknowiedges that he executed said instrument as the free act and

deed of the ASSIGNEE.

(signatureﬂ )
C. AGENA
(Print name)

{Notary Stamp or Seal) .,
Notary Public, State of H:MH!

My Commission Expires: June 16,2018

NOTARY CERTIFICATE (Hawali Administrative Rules §5-11-8)
- . A9sranee s
Documentldammcauonoroescv_tuon. 3 1663

Undated at time
Doc. Date: _of notarization  No. of Pages:__ | Jurisdiction: FIRST
\4\ JUL ‘ s 20“ {Notary Stamp or Seal)
Signature of Notary Date of Certificate

C. AGENA

Printed Name of Notary




CONSENT TO ACTION
IN LIEU OF MEETING OF THE PARTNERS OF

PKF PACIFIC HAWAII LLP

The undersigned, being all of the Partners of PKF PACIFIC HAWAII LLP, a Hawaii
limited liability partnership (the “Partnership”), do hereby consent to the adoption of and do
hereby adopt the following actions and resolutions effective July 14, 2014, by this consent in lieu
of meeting as authorized by, in compliance with, and pursuant to Hawaii law and direct that this
consent be filed with the minutes of the proceedings of the Partners:

ASSIGNMENT OF CONTRACT

WHEREAS, the Partnership and the Honolulu Authority for Rapid
Transportation entered into an Independent Financial Auditor Professional
Services Contract No. SC-HRT-1200054 (“Contract™) on April 17, 2012;

WHEREAS, the Partnership now desires to assign and transfer all of its
rights, obligations and interests in the Contract to KMH LLP (“Assignee”)
pursuant to an Assignment of Contract, the form of which is attached hercto as
Exhibit A;

RESOLVED, that the Partnership hereby approves the assignment of the
Contact to Assignee; and

RESOLVED, that the Partnership and the Partners authorize and instruct
Mr. Patrick Oki, Managing Partner of the Partnership, to cxecute any and all
required documents, papers, or instruments, and to make all governmental filings
as necessary on behalf of the Partnership regarding this transaction.

This consent may be exccuted in multiple counterparts, each of which when executed will
be deemed an original, but all of which will constitute one and the same consent, which will be
binding upon all signatories notwithstanding that all parties are not signatories to the original or
to the same counterpart and irrespective of the date of each counterpart’s execution and delivery.

The parties hereto agree that facsimile and electronic signatures on this consent will be
binding and effective for all purposes and will be treated the same as signatures on the original
document.

The undersigned, being all of the Partners of PKF Pacific Hawaii I.LLP, a Hawaii limited
liability partnership, hereby approve the foregoing consent to all actions set forth herein, and
hereby consent to the action of the Partners by consent in lieu of meeting and waive all notice of
the time and place of said meeting.



IN WITNESS WHEREQF, the undersigned have cxccuted this Consent on the date first
above written.

PARTNERS:

PATRICK OKI

NAvwvenee R~

MAWRENCE CHEW
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State of Hawaii
County of HUWOI ula ss.
_ et Judicial Circuit

On this \9:” day of \Tl»‘«“/mlh .mli .

before me personally appeared

Document Description: (AViGen+p Actitm ) Dw. sy TA
InLigw o Mertviof Wriners Nl B

. 0114 204 . 2 and
Document Date: , No. Pages (2)| ) an 0(/ MW.T. W

Nams of Signer

to me personally known, who, being by me duly sworn or
affirmed, did say that such person(s) executed the foregoing
instrument as the free act and deed of such person(s), and if
applicable in the capacity shown, having been duly
authorized to execute such instrument in such capaclty

o Dhph % sl

Notery's Signalure ~
Jeon GM'LMKAU

Notary’s Printed Name

+5i ey i o Bl Ao My commission expires: 09/04(2018 -

A0 00 A0 G LU OB LTR XA N A QOO TSGR AU C AN K oL 2 DR OGTR TR A G kB e XA NK A Y .
© 2008 National Notary Assoctaiton » 8350 De Soto Ave., P.O. Box 2402 » Chatsworth, CA $1313-2402 « wwiv.NationalNolary.org ltem #5821 Ruorder: Cull Toh-Frae 1-800-876-5827




IN WITNESS WHEREOF, the undersigned have executed this Consent on the date first
above written.

PARTNERS:

N

\
PATRICK OKI

LAWRENCE CHEW

DWAYNE TAKENO



Certificate of Acknowledgement

Commonwealth of Virginia
City/County of Chesterfield

On _07/15/2014  before me, Henry Allen Smith personally appeared, _Patrick Oki ,
proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are subscribed
to the within instrument and acknowledged to me that he/she/they executed the same in his/her/their
authorized capacity(ies), and that by his/her/their signature(s) on the instrument the person(s) or the
entity upon behalf of which the person(s) acted, executed the instrument.

W,

WITNESS my hand and official seal S ALLEN 2,

- §§.--"Elzcrnoull':'"-( 3
$<7 nomamy %
s/ pusuc G

REG # 7668778
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HONOLULU AUTHORITY for RAPID TRANSPORTATION

Daniel A. Grabauskas
EXECUTIVE DIRECTOR AND CEO

BOARD OF DIRECTORS

van M. Lui-Kwan, Esq.
CHAIR

Donald G. Horner
VICE CHAIR

Certification of Board Approval
George |. Atta
Robert Bunda
Michael D. Formby
Ford N. Fuchigami
William “Buzz” Hong
Keslie W.K. Hui
Damien T.K. Kim
Carrie K.S. Okinaga, Esq.

I certify that the Board of Directors of the Honolulu Authority for Rapid Transportation
unanimously voted to approve the assignment of the Independent Financial Audit
Services Contract by PKF Pacific Hawaii LLP to KMH LLP on Thursday, July 17, 2014.

(U P 77

Board Acéry’bistrator

|zl

Date

_m___ m
T T e e e —————

CITY AND COUNTY OF HONOLULU, Alii Place, Suite 1700, 1099 Alakea Street, Honolulu, Hawaii 96813
Phone: (808)768-6159 Fax: (808)768-5110 www.honolulutransit.org



CONSENT TO ACTION
IN LIEU OF MEETING OF THE PARTNERS OF

PKF PACIFIC HAWAII LLP

The undersigned, being all of the Partners of PKF PACIFIC HAWALII LLP, a Hawaii
limited liability partnership (the “Partnership”), do hereby consent to the adoption of and do
hereby adopt the following actions and resolutions effective July 14, 2014, by this consent in lieu
of meeting as authorized by, in compliance with, and pursuant to Hawaii law and direct that this
consent be filed with the minutes of the proceedings of the Partners:

ASSIGNMENT OF CONTRACT

WHEREAS, the Partnership and the Honolulu Authority for Rapid
Transportation entered into an Independent Financial Auditor Professional
Services Contract No. SC-HRT-1200054 (“Contract”) on April 17, 2012;

WHEREAS, the Partnership now desires to assign and transfer all of its
rights, obligations and interests in the Contract to KMH LLP (“Assignee”)
pursuant to an Assignment of Contract, the form of which is attached hereto as
Exhibit A;

RESOLVED, that the Partnership hereby approves the assignment of the
Contact to Assignee; and

RESOLVED, that the Partnership and the Partners authorize and instruct
Mr. Patrick Oki, Managing Partner of the Partnership, to execute any and all
required documents, papers, or instruments, and to make all governmental filings
as necessary on behalf of the Partnership regarding this transaction.

This consent may be executed in multiple counterparts, each of which when executed will
be deemed an original, but all of which will constitute one and the same consent, which will be
binding upon all signatories notwithstanding that all parties are not signatories to the original or
to the same counterpart and irrespective of the date of each counterpart’s execution and delivery.

The parties hereto agree that facsimile and electronic signatures on this consent will be
binding and effective for all purposes and will be treated the same as signatures on the original
document.

The undersigned, being all of the Partners of PKF Pacific Hawaii LLP, a Hawaii limited
liability partnership, hereby approve the foregoing consent to all actions set forth herein, and
hereby consent to the action of the Partners by consent in lieu of meeting and waive all notice of
the time and place of said meeting.
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