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INTRODUCT ION

Government finance is concerned with the complete cycle of raising and
spending public funds, including tax levying and collection, budgeting, appro-
priation, expenditure controls, the handling and disbursing of funds and the
gudit of expenditures, as well as many other minor but closely related func~
tions. Revenue functions, primarily concerned with tax»levying and collecting,
ars largely centralized for the Territory of Hawaii in the office of the tax
commissioner, Expenditure functions of budgeting, purchasing, accounting,
executive control over expenditures and the handling of money, are presently
divided among three territorial agsencies--the budget bureau, auditor's office
and treasurer's office. Appropriation of funds is in all cases & lsgislative
function.

Many mainland states, in recent reorganizations, have combined revenue
end expenditure functions in one department under an administrator appointed
by the governor. However, most of the states reorganlzing in such & manner do
not have the highly developed and centralized tax structure which characterizes
Hawaii'g revenue system, Since the present territorial organization for reve-
nus adminigtration apparently is generally satisfactory, it is felt that there
would be 1ittle advantage in combining revenus and expenditure functions at
this time. Therefore, this study is confined to consideration of the expendi-
ture function., HNone of the obgervations or recommendations contained herein
pertain to tax administration, unless specifically stated.

This report incorperates the recommendations of reports numbers 1 - 5 of
this series,l which should be referred to for detail concerning many of the

proposals made herein.

lDuglicating Services, Meil and liessenger Services, Stenogrephic Services,
Printing and Purchasing Services.




A.

" PRESENT ORGANIZATION FOR FINANGIAL ADMINISTRATION

I. Bureeu of the Budget

Organization

The bureau of the budget, under the supervision of a dirsctor
appointed by the governbr, wag esteblished in 1925, with a supplies divi-
slon being added in 1933, The bureau employs 12 persons, most of whom
are executive and administrative personnel in the examining, fiscal, and
gupplies divisions. Appropriations for the current biennium total
$212,217.

Functiona
1. Budgeting

The principal function of the budget bureau is the preparation and
execution of the biemnial budget, which is prepared for the governor under
rules and regulations prescribed by him. The budget 1s based on budget
astimates submitted by the various departments, showing their actual ex-
penditures for the last three bienniums, their estimated expenditures for
the current biennium and their estimated needs for the next biennium., The
budget director consolidates these estimates and may revise them in any
way he sees fit., He prepares the budget document setting forth the follow-
ing summary information for all funds:

(1) actual expenditures fof past 3 bienniums;

{(2) approprietions for current biennium;

(3) estimated expenditures for next biemmium;

(4) departmental requests for next biennium;

(5) governor's recommendations for next biennium;



(6) increase or decrease of recommended appropriations over current
appropriations.

In addition, estimated expenditures are broken down to show ing
dividual items of expenditure, including payroll data. The budget also
contains information pertaining to receipts, anticipated revenues and the
amount of bonded indebtedness.

The bureau also prepares any supplemental or deficiency estimates
which may be necessary. It further acts as financial advisor to the
governor, recommending new sources of revenue, when necessary, gathering
information and making recommendations on other financial matters, parti-
cularly those pertaining to the budget.

After appropriations are approved by the legislature, the budget
bursau makes quarterly allotments to the various agencies of the terri-
toriel goVernment based on allotment requests submitted by them.

2. Administrative analysis

The bureau is chargad with continuous investigation of the adminis-
tration of all territorial agencies, particularly procedures and personnel
matters, with a view to recommending to the governor and legislature
changes to achieve greater economy or efficiency. However, in practice,
such analysis has been carried out only in connection with specific re-
quests relative to increased staff or appropriations.

3. Purchasing

The bureau is charged with certain centralized purchasing and dis-

posal functions.t

1piscussion of these functions may be found in Report No, 5 of this
Beriass,




4. Miscellaneous

The 1949 regular session of the legislature (Act 389) gave to the
bureau the responsibility for regulating the use of territorially owned
and controlled motor vehicles. Procedure has been established in this
matter and the buresu now issues tenmporary and regular permits for the
use of such automobiles.

A1l eclaims for legislative relief, such as refunds or reimbursge-
ments, must be filed with the bursau at lsast 30 days before the legis-
lature convenes, for study and recommendation.

The director of the bureau is a member of a specisl board which
handles the purchase of federal government surplus material, and is
chairman of the board of disposel which is charged with the disposal of

unususd or suplus public property.

ITI. Audit Department

Organization
The Hawaiilan Organic Act provides that the governor shall appoint
an auditor and deputy auditor. Principal functions of the department are
auditing, both pre-audit and post-sudit, accounting and disbursing.
Thirty-five positions are authorized for the department, and appro-

priations for the current biennium total %396,638.

Functions
1, Auditing
The law makes no clear distinetion between the auditor's pre-audit

aend pogt-audit functions,? He is authorized to record "gettlements, . . .

2The pre-audit of accounts is a financial check of proposed expenditures

bafore oblipations are entered into. The post-audit is a check of transactions
after they have been completed. _ :
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salaries, . . . bids, . . . and prices current wholesale and retail of
same," to compare 51113 or claims with such records and "strike out . . .
all amounts in excess of the current rates and prices . . . or that in his
Judgment are excessive,"3 to "audit every receipt and disbursement of
money made to by or through the treasury. . . . He shall have the power,
by withholding his approval when necessary, to prevent the misappropria-
tion of public funds, as well as the disbursemsnt of public moneys in
excess of specific appropriations."4 He is also specifically charged
with the audit of publie school accounts and accounts of the clerks of
the circuit courts dealing with minors and certein other classes of per-
gons,

In practice, all vouchers are routed through the auditor for check
and approval before payment is made, although usually after the commodity
has been received by the using department.”’ In addition, a continuous
audit of departmental records and accounts is carried out by a staff of
field auditors which visits each agency once a year and auditsall transec-
tions for the past l2-month period.

2. Accounting

The auditor supervises accounts of the Territory and its political
subdivisions. He maintains accounts for all territorial fumds, recording
ell appropriations and other revenues, and all expenditures, transfers or
other transactions. In general, the accounts are maintained on a cash

bagis, which records transactions after funds have actually been expended,

3sec, 1586, Revised Laws of Hawnii 1945.
hSec, 1564, Revised Laws of Hawaii 1945.

5Discussion of this procedure mey be found in Report No. 5 of this series.
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rather than at the time they are obligated, as they would be under an en-
cumbrarnce system; He prepares annual financial statements from these
accounts,

In order to gather nécassary financial data, he is authorized to
approve, standardize and catalogue all "business and accounting" forms.6
3. Disbursing

The auditor has certain responsibilities in connection with payments
into and out of territorial funds, He ias charged with enforcing payment
of public moneys by the various agencies into the treasury and receives
reports of all such payments, He issues and signs all warrants, includigg
payroll warrants. He establishes and supervises petty cash funds whenever
he believes they are necessary.

4. Miscellaneous

Among his miscellaneous duties, the auvditor

1. Makes estimates of non-tax revenues to the budget bureau before
each legislative session.

2. Assists in the counting of money and securities in the terri-
torial treasury at the end of each guarter.

3. 1Is custodian of inventory records of territorial property.

4. Ts member of the board which handles the purchase of federal
government surplus property.

5. Is member of the board of disposal.

.. 6Disaussian of this fnnction.may,be‘foun& in Report No. 4 of this series.
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A.

B.

III., Treasury Department

Organization

The Organic Act provides that there shall be a treasurer appointed
by the governor. The treasurer is, ex officio, bank examiner, insurance
commissioner, fire marshal and commissioner of securities. The bureau of
conveyances is also a part of the treasury department, althoush independent
of control by the treasurer in many respects. Approximately 70 persons
are employed in the treasury department, about half of whom are in the
bureau of conveyanceg, The department's biennial operating budget is
approximately $750,000, of which more than $300,000 goes to the bureauof

conveyances.

Functions
1. Treasurer's office

The treasurer is charged with Ygeneral supervision over the finan-
cial affairs of the Territory", "the enforcement of all revenue laws and
the collection of taxes", and "the safe-keeping and disbursement of the
public moneys."7

Under this authorization, he collects and disburses territorial
funds and is custodian of various securities and deposits required by law,
He issues territorial bonds and invests certain territorial funds in short~
term securities.

All articles of incorporation and atatements of partnership are
filed with the treasurer and he grants charters to certain corporations

not organized for profit. He administers regulatory laws relating to

#See. 5802, Revised Laws of Hawaii 1945,
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both foreign and domestic corporations and partnerships and also issues
certificates of registration in connection with applications for trade
marks, trade names or labels.

The treasurer administers the inheritance, estate gnd insurance
tax laws® and determines the real property tax rats for the counties of

- Hawaii and Kauai, from data submitted by them.
2. Bank examiner

The principal function of the bank examiner is an annual examina-
tion of the "condition and resources" of every bank, trust company, build-
ing and loan association, fiduciary company and industrial loan and in-
vestment company in the Territory. The examination goes into "the mode
of managing its . . . business and conducting its . . . affairs, the
action of its officers and directors . . . in the investment, management
and disposition of its funds, . . . and whether such bank . . . is comply-
ing with the laws of the Territory.9 It has also been the practice of
the treasurer to delegate certain functions relating to the examination
of insurance companies to this division,

The bank examiner conducts a semi-annual audit of the books and
accounts of the eity and county and the three counties. By gspecial man-
date, the division has also been called on to audit legislative records
and accounts.

3. Insurance commissioner

The insurance commissioner is authorized to "supervise all insurance

LY

8411 other functions of tax administration within the territorial govern-
ment have been transferred to the office of the tax commissioner, created in
1932,

95ec. 5823, Revised Laws of Hawaii 1945.
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transactions within the Territory, or affecting property situate therein,"10
He issues certificates of authority to companies desiring to transact
insurance business and may revoke such certificates for certain causes.
All companies are required to post bonds and file annual statements with
the commissioner, who administers all insurance laws of the Territory.
4. Fire marshal

Somevwhat connected with his duties relating to fire insurance are
the treasurer's functions as fire marshal, He collects information on all
fires occurring in the Territory and investigates them as he sees fit; he
makes and enforces regulations relating to fire prévention, the handling
of explosives, fire alarm systems, fire escapes and exits. He supervises
fire safety in such public places as schools and hospitals and in certain
businesses, such as paint shops and dry-cleaning plants. He enforces the
fire code and has general supervision over ell fire safety matters through-
out the Territory.
5. Commissioner of securities

The principal duty of the securities commissioner is the registra-
tion of all securities sold in the Territory, except certain kinds speci-
fically exempted by law, and of all dealers and salesmen engaged in selling
such securities. Dealers are required to post a $5,000 surety bond, unless
members of an exchange in existence more than five years prior to April 29,
1931, or dealing in certain infrequent small sales. Registration may be
revoked by the commissioner under circumstances prescribed by law, The

work of this division is performed by personnel of the treasury division,

10ge,, 8452, Revised Laws of Hawaii 1945,
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6. Bureau of conveyances

The Organic Act delegates to the treasurer povwers and duties for-
merly assigned to the minister of the interior of the Republic of Hawaii
relating to the "registry of conveyances,"ll which accounts for the
bureau of conveyances being a part of the treasury department. The
registrar of conveyanceg, nominated by the treasurer, is appointed by
and serves at the pleasure of the governor, This organizational pattern,
plus the fact thét there is little relationship between the functions of
the bureau and those of the treasury, results in a relatively autonamous
bureau, There is some administrative or Y“housekeeping' supervision by
the department, but the substantive work of the bureau is largely inde-~
pendent of control by the treasurer. )

The bureau is an archives for the recording and filing of documents

" reflecting title, conveyances and encumbrances of lands on all the islands,

with the registrar of conveyances serving as the assistant registrar of |
the land court. The bureau has two major divisions, one dealing with
unregistered land and one with registered. It receives, files and copies
records and maps, issues certificates of title for registered land and

collects fees.

1lgec, 72, Hawaiian Organic Act.
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ANALYSIS OF PRESENT ORGANIZATION

The most important objective of administrative organization is to secure
an efficient framework for the performance of duties and responsibilities, The
principal financial duties and responsibilities of the exscutive are the follow-
ing:

(1) Budgeting: the preparation and execution of the executive budget.

(2) Accounting: the development of an adequate accounting procedure for
and the recording of fiscal transactions,

(3) Pre-auditing: the determination, before the obligation of funds, that
a transaction is legal, proper and that unencumbered funds are available,

(4) Purchasing: the expenditure of public funds for supplies, equipment
and contractual services to the best advanitage of the Territory.

(5) Administration and handling of moneys and securities: the collection,
aafe-keepiﬁg, investment and disbursement of all public funds,

Also closely related to these financial functions are certain administra-
tive responsibilities which are being recognized in many jurisdictions as belong-
ing in a central staff agency., These functions include the following:

(1) Property control: the custody, supervision of government property,
including assignment of space in public office buildings.

(2) Administrative research and analysis: the contimmous study of govern-
ment functions and organization, to develop and encourage improved administrative
methods,

(3) Housekeeping functions: providing certain services, such as duplice-
ting, mail and messenger services, for the use of all departments,

(4) Contract approval: the clearing of all contracts through one agency

to determine their legality and the availability of funds,




(5) Transportetion and travel regulation: the control of the use of
public motor vehicles and the establishment of standards regarding the travel
of public officers and employees,

(6) Printing and form.controlg the control of all forms in use by the
governmental unit and the supervision of the form of all public printing.

Some of.thesa functions, such as administrative research and transporta-
tion regulation, have already been integrated in the Territory's financisl admin-
istration, Others, such as housekeeping services, are presently handled by the
various agencies. The property control function is presently vested in the public
works department under an administrator appointed By the governor,

All of these functions are of a staff and service nature, That is, they
are not, in themselves, an aim or end of government. The Territory does not exist
to prepare budgets, keep accounts or print forms. Each function mentioned above
is performed so that the legitimate purpose of government--service to the people--
can be performed as effectively and efficiently as possible,

All of the functions are closely related to financial administration, and
there is a definite trend in most recently reorganized state governments toward
placing all such functions in a staff agency under the governor, with a title sucﬁ
a8 "Department of Finance and Administration.“\

The Territory's present finance organization had its beginning long before
Hawaii was a modern American community. It was no doubt sufficient for the few
functions carried on by government fifty years ago. It is not sufficient for the
complex government of Hawaii in 1950, 1In 1900, the Territory's total govermmental
expenditures were $3,500,000. During the 1949-50 fiscal year, they totaled more
than $75,000,000 or 20 times the 1900 amount,

Finance functions are presently allocated to three distinct departments--

the budget bureau, the audit department and the treasury, with certain allied



administrative duties being performed by public works and the individual agenciés
themselves.

0f the three financial agencies, the budget bureau is the only one which
does not contain miscellaneous or unrelated functions, probably because it was
established the most recently, However, not all functiona of the budget bureau
have been adequately staffed and carried out. The present supplies division does
not function as a modern and effective purchasing agency.l2 Although the budget
bureau is charged with administretive analysis, a comprehensive study and research
program hes never been provided for, and the bureau is not staffed to conduct such
research,1 Individual studies are sometimes made, but they are underteken only
in connection with particular budgetary problems which have arigen.

The auditor's duties violate a well recognized principle of government
administration: that of complete separation of the pre~sudit and post-audit func-
tions, preferably placing the post-audit agency outside the executive branch of
the government so that it is not responzible to the chief executive, 14 At present,
the auditor checks his own work, since he approves payments before they are made-~
by means of a pre-audit--and also checks transactions and accounts at the end of
the fiscal period, Pre-audit, properly & tool of the executive in the controel of
expenditures, is closely related to budgeting, purchasing and accounting. Post-
audit, however, can best be utilized by the legislature as a valuable aid in fur-
nishing information as to executive operations and as an independent check on such

operations, If this is not possible because of constitutional restrainte, the

12piscussion of this may be found in Report No. 5 of this series.

' Lirhe type of continuing research which could be undertsken, if adequate
staffing were provided, is illustrated by Reports Nos. 1 through 5 of this series,

. Lirhis is reflected in the provisions of Article VI, sec. 8, The Constitu-
tion of the State of Hawaii, which establishes a legislative (post-) auditor.
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post-audit should be separated from the pre-audit within the executive branch,
The collection, handling and disbursing of money are generally recognized
treasury functions, but the Territory's treasurer is burdened with many duties
1érgely unrelated to such functions, He is charged with the regulation and in~-
spection of banks and insurance companies, the regulation of the sale of securi~
ties, the investigation of fires and the registrétion of land instruments., It is
not & satisfactory answer to say that the present system is working well enough,
It works because it has to work, not because it is well considered and properly

designed for efficient administration,
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RECOMMENDATIONS

In order to achieve effective and efficient finance administration, it is
recommended that there be established a single department concerned with financial
and edministrative functions to be headed by a treasurer, appointed by the
governor by and with the consent of the senate. Principal functions of the depart-
ment would be responsibility for budgeting, accounting, pres-auditing, purchasing
and property management, treasury functions, administrative enalysis, and certain
other administrative services, The employees' retirement system would also be
located in the department for "housekeeping® purposes only.15 This is because the
retirement system is principally a financial orgenization, and it is believed that
economy could be effected through the joint use of clerical, bookkseping and
accounting personnel end equipment. The board of trustees would retain complete
control over the retirement system's substantive program.

A proposed organization chart for such a department is shown in Figure 1.
Proposed regrouping of finance functions is shown in Figure 2, In brief, the pro~-
posed regrouping of functions would be as follows., All functions of the budget
bureau would be transferred to the proposed tressury department with considerable
strengthening of the purchasing unit., All functions of the suditor, except that
of the post-sudit, would be transferred to the proposed department, The post-
audit function would remain the function of & separate executive depariment, under
the supervision of an auditor and deputy suditor, appointed by the governor in

compliance with the Organic Act,

15The recent reorganizstion plan of New Jersey placed the employees! retire=-

ment board in the finance depasrtment. A recent study in Neveda recommended that
employees' retirement be placed either in the finance or personnel department.




Such an organization would provide for the consolidation and coordinstion
of the principal finance functions and still be in accordance with the Hawaiian
Orgenic Act, which requires the appointment by the governor of a treasurer, audi-
tor and deputy suditor. With an amendment to the Organic Act, or under the pro-
posed Constitution of the State of Hawaii, complete financial integration would
be possible by means of only one additional orgenizational change--that is, trans-
fer of the post-audit function to an auditor appointed by the legislature,l6

The legislation recommended for present enactment consolidates finance and
administrative functions to such a degree that an efficient and workable system
can be established, It effects & major part of the reorgenization desirable to
consolidate and modernize the financial structure, snd, at the same time, lays the
foﬁndation for such further change as will be necessary and desirable under the
state constitution.

16This change would be mandatory under the provisions of Article VI, sec. 8,
~ Of the Constitution of the State of Havaii,
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FIGURE 1,
RECOMMENDED FINANCE AND ADMINTISTRATION REQRGANTZATION UNDER PRESENT ORGANIC ACT
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FIGURE 2,

RECOMMENDED REGROUPING OF FINANCE AND ADMINISTRATIVE FUNCTIONS

B Functions to Functions to Ageney
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Bill No. 1
APPEIDIY A

AN ACT

RELATING TO THE ORGANIZATION OF CERTAIN EXECUTIVE AGENCIES OF THE TERRITORY
OF HAVAII; REORGANIZING THL DEPARTMENT OF THE TREASURY; DEFINING ITS
PO"ZRS AND DUTIES; ABOLISHING CERTAIN AGENCIES &ND TRANSFERRING CER-
TAIN POWERS AND DUTIES.

BE IT ENACTED BY THE LEGISLATURE OF THE TERRITORY OF HAVAII:

SECTION 1. Ghaptér 110 of the Revised Laws of Haweli 1945, as amended,
is hereby amended to read as follows:

WSECTION 5801, Definitions. Therever used in this chapter, unless
the context clearly indicates otherwise, the word 'deparitment' or 'treasury
department' shall mean the departuent of the treasury established herein.

The term 'territorial agency' or 'agency' shall include any office, depart-
ment, board, council, commission, institution or other division of the execu~-
tive department of the territorial government.

"SECTION 5801.01. Department of treasury. There is hereby created a
department to be knowmn as the department of the treasury.

TSECTION 5802. Treasurer. The department of the treasury shall be
under the supervision and control of a treasurer to be appointed by the
governor, with the advice and consent of the senate. He shall hold office
for four years and until his successor is appointed and shall qualify., The
governor may remove the treasurer with the advice and consent of the senate.t
He ghall receive such salary as shall be provided by law. [ﬁé shall furnish
a bond to the Territory in the sum of _ o which shall
be filed with the secretary of Hawaii,/<

"SECTION 5802.01. Appoinitments by the treasurer, The treasurer is
hereby authorized to appoint an assistant or deputy treasurer and such divi-
sion directors as he may see fit, including, but not limited to, a budget

IThese provisions relating to term of office and removal conform with
provisions of the Organic Act. It would be highly desirable to make the term
of this officer coterminous with that of the governor and provide for his re-
moval by the governor, for cause, in accordance with the provisions of Article
iV, sec, 6, The Constitution of the State of Hawaii, vhen that is possible.

2In the event that the Territory adopts a blanket bond provision for
all territorial officers and employees, this provision should be removed.




director, a controller and a purchesing agent, and he may delegate to such
assistant, deputy or division directors full authority %o perform any of the
duties imposed on hinm, The treasurer may also appoint such other technical,
professional or clerical personnel as he mey deem necessary to carry out the
provigions of this chapter. 411 such appointments shall be made in accord-
ance with the provisions of chapters 2 and 3, Revised Laws of Hawaii 1945.

[If an assistant or deputy treasurer be appointed under the provisions of this
section, such assgistant shall furnish a bond to the Territory in the sum of

. Like provisions shall epply to the purchasing agent, except

that the sum of his bond shall be set at s to the con-
troller, the sum of vhose bond shall be set at , and to
the budget director, whose bond shall be set at . &ny

such bonds shall be filed in the governor's office./’

"SECTION 5803. Powers and duties of the treasurer. The treasurer
shall have the power and authority, and it shall be his duty, subject to the
provisions of this chapter:

(1) To formulate a budget plan and prepare a budget for each fiscal
period.

(2) To maintain the territorial treasury; to collect, provide for the
safekeeping of, invest and disburse all territcrial funds in accordance with
law,

(3) To control expenditures under such system of allotments as may be
prescribed by law,.

(4) To approve requests for and to effect the transfer, within any
agency, of funds appropriated to that agency.

(5) To investigate and study continuously the organization and adminis~
tration of the various territorial agencies and keep the governor fully in-
formed concerning such organization and administration; to recommend to the
governor any changes in organization, administration, methods, procedures or
techniques for the purpose of improving effectiveness and econory in the
conduct of the government. To meke such investigations, studies end recom-
mendations for the legislature, or any committee thereof, upon request.

(6) To examine every receipt, account, bill, claim, refund and demand
against the Territory arising from activities carried on by all territorial
egencies; to approve each legal, correct and proper claim, to designate the
account to be charged therefor, and to issue a warrant in payment thereof in
the manner provided by law.

(7) To maintain centralized accounting records for the Territory,
keeping the general books of account on a double entry basis, and maintain
such accounts as will reflect, in detail or in summary, all assets, liabili-
ties, reserves, surpluses, revenues and receipts, appropriations, allotments,

35ee note 1, supra.
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expenditures and encumbrances. The accounting records and procedures shall
be such as will provide complete fiscal control over all agencies of the
Territory and over all activities carrled on by them,

(8) To furnish each agency periodic reports showing the status of 1is
appropriations and allotments.

(3) To make such financial reports as he may deem necessary or as mey
be requested by the governor or legislature; so prepare and submit to the
governor and publish in a newspaper of general circulation in the Territory
immediately following the close of each fiscal year, a general financial
report for the year for all funds including the unemoumbered balance on hend
in each of such funds,

(10) To prescribe the system of accounts, statements and estimates,
end the form of all financial records and documents used by all territorial
agencies, and to requlre, supervise and control the use of such systems and
forms by all such agencles. To prescribe the system of accounte used by all
political subdivisions of the Terrltory. To prescribe such accounting stand-
ards as mey be necessary for all quasi-public bodies or institutions which
receive territorial funds.

(11) To provide for the printing and distribution of all territorial
publications and printed material of whatsoever nature, including printing
required by the legislative and judicial departments. To supervise and
control the form of all such printed materlal for the purpose of effecting
economy and efflciency, coordinating such material, avoiding duplication and
making it useful and informastive to the public.

(12) To control, supervise and approve all forms in use in all terri-
torial agencies and to maintain a complete and continuous record of all such
forms,

(13) To operate a central duplicating service and central mail and
messenger services and such other central administrative services as may
hereafter be established., To determine, with the approval of the governor,
which agencles may economically and practically perform duplicating service
and to effect the transfer all other territorial duplicating equipment owned
or in use by any agency 4o the central duplicating service. To approve at
any future time the use of duplicating equipment by an individuael sgency, if
such should be necessary or practical,

(14) To supervise the allocation of all space, including buildings
and offices, whether owned, rented, leased or otherwise held by the Territory,
but this shall not apply to any hospital, educational, correctional or penal
institution,

(15) To have custody of and operate the territorial office building,
board of health building, territorisl tax building, Library of Hawaii, public
- archives building, Queen Lilickalani building, Iolani Palace, and all tempo-
- Tary structures located on the palace grounds, and the grounds appertaining
- %o all such buildings, also, when decmed advisable and practicable by the



treasurer, any other building or premises owned, rented or otherwlse in
use by any terriiorial agency; but this shall not apply to eny educational,
penal or correctiocnal agency.

(16) To promulgate with the approval of the governor, rules and regu-
lations relative to travel of territorial officers and employees on terri-
torial business and the expenses incurred therein.

(17) To control and supervise the use of all motor vehicles owned or
in use by the Territory, and to make and enforce rules and regulations rela-
tive to their use by all territorial agencies and employees.,

(18) To canvass all sources of supply and to contract for the purchase
of all supplies, materials and equipment required by all agencies of the
territorial government, under competitive bidding in the manner hersinafter
provided; to provide for inspecting and testing the same. Supplies, material
and equipment shall be interpreted to include, without limiting the generality
of the foregoing, all printing, binding and legal notices, repairs, rentals,
insurance, fidelity bonds and all utility services.

(19) To adopt and enforce standard specifications wherever possible
for the purchase or use of supplles, materisls and equipment for all {erri-
torial agencies and to make, or cause to be made, any test, examination or
analysis necessary therefor. Hach gtendard specification shall, until revised
or rescinded, apply in like terms and effect to each future purchase and
contract for such commodity.

(20) To rent or lease, with the approval of the governor, all ground,
buildings, offices or other space required by all territorial agencies for
terms in excess of two years, or without such approval, for terms of less
than two years.

(21) To approve all contracts entered into by or on behalf of the
Territory or any ‘agency thereof, certifying as to the availability of funds
and the complisnce of such contracts with law and with regulations issued
in accordance with Section 5803.01 (7) herein, but such contracts shall be
approved as to form by the atiorney general, To prescribe the amount of any
certified check, deposit or bond to be submitied in connection therewith.

(22) To have custody and supervision over all central storercoms of
the Territory.

(23) To maintein complete inventories covering all territorial property.
To require all territorial agencies to report the property in their custody
or possession in such form and at such intervals as he may deem necessary.

(24) To transfer to or between any territorial agencies, or to sell
or otherwise dispose of any surplus, unused, discarded or cbsolete supplies,
equipnent or materials in the mamner most advantageous to the territorial
government, All monies received from the sale of any such property shall be
credited to the general revenuss of the Territory.
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(25) To establish, vhenever necessary, petty cash funds for the use
of any territorial agency, upon application by the,agency, but no such petty
cash fund shall exceed the sum of L

(26) To expend the monies from the revolving fund established by 4ct
207, Session Laws of Hawaili 1945, for the purposes of and in accordance with
the provisions prescribed therein,

(27) To supervise certain clerical and recording personnel of the
employees' retirement system, as set forth in Section 5817 (4) herein.

(28) To perform any or all services or functions herein set forth for
the legislative or judicial deparitments or anr agency thereof upon its request.

USECTION 5803.01. Rules and regulations., The treasurer sghall have
the power to make, emend or rescind rules end regulations, not inconsistent
with law, respecting any matter within the scope of the powers and duties
hereby conferred, which rules and regulations shall have the force and effect
~of law; but any such rules end regulations affecting any person or agency,
other than a member of the treasury department, shall not take effect until
they have been filed with the governor., He shall make rules and regulations
as follows:

(1) To prescribe the mamner in which purchases shall be made in accord-
ance with Section 5804 of this chapter.

(2) To prescribe the menner in which all supplies, materials and
equipnent shall be delivered, stored and distributed.

(3) To prescribe the manner of inspecting deliveries of supplies,
materials or equipment and making chemical or physical tests of samples sub=
mitted with bids and samples of delivered supplies to determine their com-
pliance with specifications.

(4) To prescribe the mamner and form in which requisitions and esti-
mates are to be submitted and the manner of their authentication.

(5) To require and prescribe the form of regular reports by all agen-
cies of stocks of supplies, materials and equipment, including such items as
may be unused, surplus or discarded.

(6) To provide for the iransfer to or between all agencies of any
gupplies, materials or equipment which is surplus or unused or has been dis-
carded by one agency.

(7) To prescribe the method of obtaining bids and the procedure for the
letting of contracts on behalf of the Territory or any agency thereof.

 t——

4Present amount is /5,000, Sec. 1567, Revised Laws of Hawaii 1945.
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(8) To determine whether a deposit or bond is to be submitted with a

bid or contract and to prescribe the emount and form of such deposit or bond,
if required.

(9) To prescribe the procedure and form for determining the responsi-
pility of bidders.

(10) To prescribe the procedure for supservision and approval of all
forms controlled by the treasurar.

(11) To prescribe standards of form for all territorial printing end
the manner in which the form of all guch printing or proposed printing shall
be controlled.

(12) To preseribe the manner in vhich all territorial funds shall be
collected, handled and disbursed.

(13) To prescribe the manner in which all financial documents shall
be presented to the treasurer for review and recording.

(14) To prescribe the manner in which each central administrative
service shall be operated. .

(15) To prescribe the manner in which peétty cash funds shall be re-
quested and established and the method of disbursing the same; and

(16) To provide for all other matters which may be necessary to effect
the provisions and the rules and regulaticns of this chapter,

WSECTION 5804. Purchasing. (a) It shall be the duty of the treasurer
to contract for the purchase of all supplies, material and equipment required
by all agencies.

(b) The treasurer msy avthorize any agency, under rules and regulations
prescribed by him, to purchase directly specified supplies, material and
equipment ; but, in making such purchases the agency shall call for bids and
proceed otherwise in like manner as herein required in case of purchases by
the treasurer.

(¢c) The treasurer may purchase, or may authorize any agency to purchase,
in the open market, without filing requisitions or estimates, aspecific sup~-
plies, materials or equipment for immediate delivery to meet emergencies aris-
ing from unforeseen causes, including delays by contractors, delays in trans-
portation and an unanticipated volume of work, The conditions constituting
such an emergency shall be defined by regulation. & written account of the
circumstances of each such purchase shall be submitted to the treasurer and
- be available to the public at eny remsonable time.

. “SECTION 5804.01, Competitive bids, All purchases of, or contracts
for, supplies, materials, equipment or contractual services shall be based
Oh oompetitive bids whenever possible. The treasurer shall solicit sealed
bids by sending notice to prospective suppliers and by posting notice on a
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public bulletin board in his office. He may solicit bids in any other reason-
sble manner which is designed to secure wide competition on each purchase,
taking into consideration the amount of the purchase and the particular market
conditions, Vhenever the treasurer considers it necessary or desirable, he
shall solicit sealed bids by publication of a notice including all pertinent
facts thereto in & newspaper of general circulation in the Territory, once each
week for two consecutive weeks before the final date for submitting bids. When-
ever possible, all purchases shall be based on at least three competitive bids.
The treasurer may solicit bids from suppliers outside the Territory. All bids
shall be opened by the treasurer, or his authorized representative, at the

time and place specified in the call for bids,

"SECTION 5805, Award of contracts., No expenditure of public funds
ghall be made for any project contained in any capital improvement budget ex-
cept under contract let in the manner prescribed by this chepter. 411 such
contracts shall be in writing end shall be executed by the treasurer in the
name of the Territory, All purchases and contracts shall be awarded to the
lowest responsible bidder, taking into considerstion ressonzble variations of
prices in various parts of the Territory, the qualities of the articles to be
supplied, their conformity with the specifications, their suitability to the
requirements of the Territory, any discounts allowed, transportation costs,
and delivery terms, If eny such bidder shall, within ten days, refuse to ac-
cept a contract awarded to him, such contract may be awarded to the next lowest
responsible qualified bidder, and so on until such contract shall be awarded
and sccepted, Vhen, in the opinion of the treasurer, the best interest of the
Territory will be served thereby, he mey order that any or all bids may be
rejected, If all bids shall be so rejected, the treasurer shall advertise
again for proposals and such proposals shall be opened, awarded and approved
in like manner as herein provided, If sll bids received on a pending order or
contract shall be for the same unit price or total smount, the treasurer shall
have authority to award the contract to one of the tie bidders by drawing lots
in public, or to order the rejection of all bids and to order the purchase of
the required supplies, materials, equipment or contractual services in the
open market, but, in such an event, the price paid in the open market shall
not exceed the bid price., Each bid, with the name of the bidder, shall be
entered on a record, and each record, with the successful bid indicated there-
on, shell, after the award of the order or contract, be open to public
inapection,

USECTION 5805.01, Unlawful purchases, Vhen any agency shall purchase
or contract for any supplies, materials, equipment or contractual services
contrary to the provisions of this chapter, or to the rules and regulations
Promulgated in pursuance thereto, such order or contract shall be void and of
no effect. The sdministrative head of any such agency shall be personally
lieble for the costs of such order or contract, and, if already paid for out
of territorial funds, the amount thereof may be recovered from any such ad-
ministrative head by the Territory in a civil action,

"SECTION 5806. Preference to home products. The treasurer shall give
Preference to contracts with and purchases from citizens of the Territory.
‘In giving such preference, no sacrifice or loss in quality shall be permitted.
Vhenever it shall be established that any purchase cannot be made within the
erritory, or thet the lowest bid received for such supplies, materials,
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equipment or contractual service from citizens or firms which maintain regu-
larly established places of business in the Territory exceeds by more than
per cent a bid received from a firm or individusl outside the Terri-
tory, then such purchases may be made outside the Territory,

WSECTION 5806.01. TFinancing. Money shall be appropriated to the
agencies bagsed on estimates of their purchasing needs. However, the expendi-
ture of such funds shall be effected by the itreasurer, and shall be based on
estimates sgreed on jointly by the treasurer and the individual agency.

Except in emergencies, no purchase or order for delivery on a contract
shall be issued until the treasurer shall have certified that the unencumbered
balence, in excess of all unpaid obligations, is sufficlent to defray the
i amount of gsuch order,

RSECTION 5807. Advisory board on standardization. There is hereby
created an advisory board on standardigation referred to hereinafter as
'board', to be composed, ex-officio, of the heads of all principal agencies,
or such representatives as they shall appoint.

The treasurer shall serve as chairman of such board, and the board
ghall adopt rules and regulations for its functioning. The board shall advise
the itreasurer in the adopiion, amendment or modification of standard specifi-
cations, Standard specifications adopted by the treasurer shall, insofar as
possible, follow the recommendations of the board.

MSECTION 5007.01. Budget estimates. (a) It shall be the duty of the
treasurer {0 prepare the budget for all territorial agencles, subject to the
approval of the governor.

(b) The treasurer shall furnish %o all territorial agencies, at such
time as he may prescribe, but not later than the day of
preceding each session of the legislature, budget estimate forms on which he
shall show, in such detail a2s may be appropriate, for each of the last two
completed fiscal years, the actual receipts of such territorial agency by
source and the actual expenditures for the administration, operation, mainte-
nance and support of such agency; and he shall also show for the current fis-
cal year the appropriations and the receipts &s estimated in the budget.

(¢) On or before the day of 5 of each fiscal period,
every territorial agency shall submit to the treasurer a written statement on
the said budget estimate forms furnished by the treasurer showing in such detail
&s the treasurer may direct the following:

(1) For the current fiscal year: the most recent estimate of

receipts of such agency by source and the estimated expenditures to be made
for the administration, operation, maintenance and support of such agency;

5Under present law, this is October 15.
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(2) For the next ensuing fiscal period: the total estimated
receipts of such territorisl agency by source and the estimated expenditures
necessary to be made for the administration, operation, maintenance and sup-
port of such agency;

(3) & written statement setting forth the necesssity for all
such clagses or types of estimated expenditures as the treasurer may require;

(4) Proposals for expenditures for new projects, construction,
additions, buildings, improvements, undertakings or expansions of the work of
the agency which require capital outlays;

(5) Data concerning the source of a&ll monies which are available
for expenditure by the agency;

(6) A statement of the work program accomplished during the
current fiscel period and of the work program proposed to be accomplished
during the next fiscal period; and

(7) iny other related estinates, data or information which the
governor or treasurer may request.

The treasurer shall prepare estimates for all agenciles which fail to
file requests.

(d) on or before the day of 6 of emch fiscal period,
the territorial tax commissioner shall submit to the itreasurer a written
statement in the form and in such detall as shall be prescribed by the treas-
urer, showing the egtimated tax recelpts and collections under existing laws
for the next fiscal period. '

v (e) The treasurer may from time to time call for any additional or more
‘detailed information from any agency, and shall have auvthority to make or
cause to be made such examinations or investigations into the operation of any
such agency as in the discretion of the treasurer may be necessary to enable
him to determine intelligently the estimates for appropriationswhich should be
recommended and included in the budget.

WSECTION 5808. Budget document. The governor shall transmit to the
legislature on 7 the budget which shall be
compiled in two parts, one relating to operating expenditures and one to
capital improvements. The budget document shall contain:

(a) & message by the governor including his recommendations with

Oshould be seme date as specified in Section 5807,01 (c).

Present lav reads as follows: "The governor shall transmit to the
vjlegialatura on the first day of each regular sessgion, and to each of the mem-
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raspect to the fiscael policy of the Territory for the next fiscel period,
describing the important features of the budget plan, embracing a general
budget summary which shall include a statement showing the following: (1) a
statement of total anticipated revenues end total proposed expenditures;

(2) the meens of financing the government; and (3) comparsble figures for the
present fiscal year snd at least the last two completed fiscal periods,

(b) Detailed budget estimates of expenditures, revenues and debt serv-
jce, including a statement of bonded indebtedness of the Territory as of
December 31, next preceding the legislative session and compsrable data for at
least the last two fiscal periods., It shall also include appropriations, -
estimated expenditures and estimsted receipts for the current fiscal period,
A1l such figures shall be in detail, clessified by agency, and shall include
gll territorisl funds and receipts, as well as any federal funds or other in-
come. It shall contain a1l informetion which, in the opinion of the governor,
is necessary or desirable to make lmown in all practicel detail the financial
condition of the territorial government, It shall contain en item to be known
as the "contingent fund" which sum shall be available for allocation by the
governor during the ensuing fiscal period to meet contingencies as they srise,

(c) Detailed plans relsting to any projects, construction, improvements,
additions, buildings, underteking or expansion of the work of the Territory
requiring capital outlays,

(d) Bills to provide for the financing of the budget.

The treasurer shall, upon request, furnish the governor or the legisla-
ture with any further information concerning the budget, and shall, upon re-
quest, and may et other times, attend legislative committee meetings or hearings
concerning the budget,

USECTION 5808.01. Supplementel or deficiency estimates, The governor
from time to time mey transmit to the legislature supplemental or deficiency
estimates for such asppropriations or expenditures as in his judgment may be
necessary on account of laws enacted sfter the transmission of the budget, or
are otherwise in the public interest, He shall eccompeny such estimates with
a statement of the reasons therefor, including the reason for their omission
from the budget, and proposed means of financing such proposed supplemental or
deficiency appropriation,

YSECTION 52808.02, (Same as present Section 1626, Revised Laws of Hawaii
1945, "Claims for legislative relief must be filed with; conditions®).

USECTION 5808.03, (Seme s present Section 1633, Revised Laws of Hawail
1945, "Estimates or requests not submitted by department officers or employees
except by request").

"SECTION 5808,04. (Same as present Section 1634, Revised Laws of Hawaii

1945, "No expenditures to be made for items not specifically authorized by the
legislature or the governor"),

-27-




"SECTION 5809, Allotment system. For the purposes of the quarterly
allotment system, each fiscal year shall be divided into four quarterly allot-
ment periods, beginning, respectively, on the first days of July, October,
Jamiary end April; provided thet in any cese where the quarterly allotment
period is impractical, the treessurer may prescribe a different period suited
to the circumstances, not extending beyond the end of the fiscal year,

Every sgency shall submit to the treassurer at such times and in such
form as he shall prescribe, an estimete for the next allotment periocd of the
amount required for each activity to be carried on snd the purposes for which
the money is to be expended,

If the estimate is within the terme of the approprietion ass to emount
and purposes, having due regard for the probable further needs of the asgency
for the remainder of the fiscel year or other term for which the appropriation
was mede, the treasurer shall approve the same and ellow the estimated emount
for expenditure, Otherwise the treasurer shall modify the estimete so as to
conform with the terms of the appropriation and the prospective needs of the
agency and shall reduce the smount allotted accordingly. The treasurer shall
notify every agency of its allotments at least five deys before the beginning
of each allotment period; he shsll also notify the territorial auditor, The
total aemount allotted to any agency for the fiscal year or other terms for
vhich the appropristion was made shall not exceed the amount appropriated for
such year or term,

The treasurer shell, with the approval of the governor, and sfter notice
to the agency concerned, reduce the amount allotted or to bs allotted to any
agency by the amount of eny saving which can be effected upon previous esti-
mates through a reduction in prices or other causs,

"SECTION 5809,01. Accounting system. The treasurer shall maintsin an
accounting system which shall show at all times, for all agencies and all funds,
amounts appropriated, estimated revenues, amounts allotted and available for
expenditure, smounts of expenditures or obligstions authorized to be incurred,
actual receipts and disbursements, actusl balances on hand snd the unencum-
bered balances after deduction of all actual and authorized expenditures.

USECTION 5810. Pre-audit of expenditures. No payment shall be made and
no obligation shall be incurred against any fund, allotment or appropriation
unless the treassurer first certifies that there is a sufficient unencumbersd
belence in such fund, allotment or eppropriation to meet su¢h payment or obliga-
tion, Any payment made in violation of this provision shall be void and of no
effect, and every official authorizing or making such payment, or taking part
- therein, and every person receiving such payment, or any pert thereof, shall
~ be jointly and severally liasble to the Territory for the full smount so paid or
~ Tecelved,

"SECTION 5810.01. Appropriations to revert to territorial treasury;
exceptions, Except as otherwise provided by law or in any appropriation act,
- €very appropriation or part thereof of any kind hereafter made subject to the
- Provisions of this section remsining unexpended and unencumbered at the close
T eny fiscal period shall lapse end be returned to the general fund, except




that an appropriation for construction or other permanent improvements shall
not lapse until the purpose for which the appropriation was made shall have
been accomplished or abandoned,unless such appropriation has stood for a period
of four years without any expenditure therefrom or encumbrance thereon,

"SECTION 5811, Receipts deposited with the treasurer, All territorial
receipts from any source shall be deposited with the treasurer each day, unless
otherwlse provided by law, except that the treasurer mey provide for payments
at other specified periods whenever necessary or desirable, At the time of
deposit, a report of all receipts since the last previous report and of the
disposition thereof shall be made by the depositing agency to the treasurer
and to the territorial auditor, All monies received by the treasurer during
any month shall be credited by him to the proper funds not later than the last
day of the following month,

"SECTION 5811,01, (Same as present Section 5802.01, Revised Laws of
Hawaii 1945, "Short term investment of territorial moneys").

"SECTION 5811.02. (Same as present Section 5803, Revised Laws of
Hawaii 1945, "Fiscal Agents"),

"SECTION 5812, (Same &s present Section 5807, Revised Laws of Hawaii
1945, "Responsibility for moneys").

"SECTION 5812.01. (Same as present Section 5809, Revised Laws of Hawaii
1945, "Treasurer may administer oaths"),

"SECTION 5812,02, (Same as present Section 5810, Revised Laws of Hawaii
1945, "Treasurer's certificate, evidence"),

"SECTION 5813, (Seme as present Section 5812, Revised Laws of Hawaii
1945, as amended, "Purchese of county bonds"),

"SECTION 5813.01. (Same as present Section 5813, Revised Laws of Hawaii
1945, "Fees").

"SECTION 5813.02., (Seme as present Section 1575, Revised Laws of Hawaii
1945, "Payment to Territory under protest").

"SECTION 5814. (a)(Same as present Section 1582, Revised Laws of Hawaii
1945, “Pay rolls, ete."C).

(b) (Same as present Section 1581.01, Revised Laws of
Hawaii 1945, "wuditors to meke certain deductions vhen"9),

. 8The word "auditor" when appearing in this section shall be a&mended to
Tead "treasurer",

95ee Note 8, Supra,



"SECTION 5814.01, (a) (Same as present Section 1583, Revised Laws of
waii 1945, "Supplies, incidentelsn 10

(b) (Same es giesent Section 1584, Revised Laws of
waii 1945, "On account of contracts"

ﬁé(Same as present Section 1585, Revised Laws of
waiil 1945, "To assignees" . ,

} "SECTION 5814.02. (Seme as present Section 1592, Reviged Laws of Hawaii
1945, “"Werrants, payment, issue of treasurer's warrant notes"l3).

e USECTION 5815. (Seme as present Section 1593, Revised Laws of Hawaii
1945, "Interest designated on warrant note"),

USECTION 5815.01, (Same as present Section 1594, Revised laws of Hawaii
1945, "lotice of payment; warrant notes advertised by number),

USECTION 5815.02. (Seme as present Section 1597, Revised Laws of Hawaii
1945, "Warrants barred when")

"SECTION 5816 ilail service, All official meil of any agency designated
by the treasurer under Section 5803 (13) hereof as being under the jurisdiction
of the central mail service established by him, shall be delivered unsealed and
unstamped to the central mailing station or stations. Account may be kept of
the postage required on such mail, which may, for the purpose of maintaining
edequate cost records, be charged asgainst the respective agencies, Funds for
the payment of all postage shall be appropriated to the treasurer but he may,
from time to time, allot sufficient sums to cover postage obligations of agen-
cies not included in the central meil service,

WSECTION 5816,01., Cooperative agreements with city snd county. The
treasurer is hereby authorized to enter into any cooperative agreement, after
aprroval by the governor, with the city snd county of Honolulu, of any other

- ‘public body, concerning the purchese of supplies, meterial and equipment, when-
ever, in the opinion of the treasurer, benefit would accrue to either the Terri-
ry or the other public body and no loss would thereby accrue to the Territory,

"SECTION 5817. Fowers transferred to treasurer., The following powers
nd dquties are hereby transferred to the treasurer,

(1) All powers and duties presently vested in the director of the bureau
of the budget,

10see Note 8, Supra. 123ee Note 8, Supra,
lsee Mote 8, Supra,

rhe portion of this section prescribing the form to be used shall be



(2) The powers and duties presently vested in the auditor, except those
relating to a post~audit of accounts, '

(3) The powers and duties presently vested in the superintendent of
public works relating to the custody snd operation of the public buildings and
grounds specified in Section 5803 (15).

(4) The authority vested in the board of trustees of the employees!
retirement system of the Territory of Hawaii relating to the engaging, employ-
ing or dismissing of clerical or recording personnel, except any secretary or
actuary, Persons so appointed by the treasurer under this authorizstion shall
be assigned to such duties as the treasurer shall prescribe,

(5) All powers and duties presently vested in the board of disposal.

(6) All powers and duties presently vested in the tressurer, auditor,
budget officer and superintendent of public works by Act 207, Session Laws of
Hawaii 1945, relstive to the expenditure of the revolving fund estaeblished for
the purchase of federal surplus property,"

SECTION 2, Transfer of personnel, equipment, records, All personnsl
and properiy, including, but not limited to, equipment, supplies and records,
of any territorial officer and agency, the functions, powers and duties of
which have been herein assigned to the treasury, asre hereby transferred thereto.

SECTION 3, Conflicting acts repealed, Chapter 25 of the Revised Laws
of Hawail 1945, as amended, is hereby repealed., All other laws or parts of laws

inconsistent herewith are hereby smended to conform to the provisions of this
Act,

SECTION 4. Short title., This Act may be cited as the "Treasury Reor=
ganization Lct of 1951V,

SECTION 5. This Act shall take effect July 1, 1951,
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