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INTRODUCTION 
 
Part VIII of Act 51 "Reinventing Education Act of 2004" (Act 51) was enacted with the 
purpose of scrutinizing the services performed by specified state agencies for the 
Department of Education (DOE), with the objective of reducing bureaucracy and 
improving responsiveness and service delivery.  Act 51 created the Interagency 
Working Group (IWG), whose objective is to submit plans to the Legislature regarding 
the transfer of rights, powers, functions, duties, and resources, including positions, from 
the Department of Accounting and General Services (DAGS), the Department of Human 
Resources Development (DHRD), the Department of Budget and Finance (B&F), the 
Department of the Attorney General (AG), the Department of Human Services (DHS), 
and the Department of Health (DOH) to the DOE. 
 
In meeting this requirement, this report provides: 

• an update on the successful transfers of functions from DAGS and DHRD in 
2005; 

• actions taken with respect to improving operations between the AG and the DOE 
since Act 51 was amended by the 2006 legislature to repeal the transfer from the 
AG, and repealing the transfer from DHS as the DOE has taken on its statutory 
responsibilities; and  

• recommendations for the transfers of functions from B&F and DOH in 2007.  
 
Thanks to the on-going efforts at DAGS, DHRD, AG, DHS, and the DOE, improvements 
continue to be made in the areas identified by Act 51.  What is especially heartening is 
that these advances have expanded and continue to build on the efforts started by the 
Investigative Committees (ICs) created by the IWG.   
 
A great deal of time and effort has been invested by the ICs to develop 
recommendations regarding the functions at B&F and DOH identified in Act 51.   The 
ICs' recommendations are the product of the work of the ICs and their respective 
transition teams, discussion groups, or work groups. If interested, readers of this report 
may obtain information from the participating departments; the DOE has the working 
papers of all the ICs.   A contact list is contained in Appendix D.    
 
The IWG is grateful for the legal advice and counsel provided by Deputy Attorney 
General Randall Nishiyama and the staff support provided by Kate Stanley of the DOE, 
and Kathryn Matayoshi, consultant for the DOE. 
 
I wish to express my personal appreciation to the Directors of the Departments, Union 
leaders and representatives, and community members for their participation in the work 
of the IWG. 
 
David Carey 
President and Chief Executive Officer of Outrigger Enterprises 
Chair 
Interagency Working Group 
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EXECUTIVE SUMMARY 
 
The IWG met four times in 2006 to review progress made and focus discussion 
and action towards the objective set forth by Act 51 for the IWG, namely the 
reduction of bureaucracy through analysis and focus on responsiveness and 
service delivery. The continued utilization of the ICs has been critical to 
accomplishing the work required in Act 51.  The ICs were tasked with reviewing 
the functions to be transferred to the DOE, exploring alternatives for the transfer, 
and providing recommendations to the IWG. 
 
A. Progress Since the 2005 Transfers of Functions - DAGS, DHRD 
 
The ICs for DAGS and DHRD formed Transition Teams in December of 2004 to 
plan and implement the transfer of functions.  
 
The DAGS functions were transferred on July 1, 2005.  This resulted in 207 
positions moving to the DOE, along with all construction projects and repair and 
maintenance work for the island of Oahu. On the Neighbor Islands, DAGS 
provides repair and maintenance work to the DOE under a Service Level 
Agreement (SLA).  The initial SLA defined roles and responsibilities, expectations 
and accountability for the DAGS and the DOE personnel. The SLA has since 
been revised to improve the work flow and communication between DAGS, the 
DOE, and the schools they serve.  Maximo, the work flow information system 
started at DAGS and further developed and  implemented by the DOE for Oahu 
schools in 2005, was implemented on the Neighbor Islands, and the work flow 
processes have been standardized across the state.  The DOE's Factrak 
information system for capital improvements and major repairs and maintenance 
has also been implemented on the Neighbor Islands. 
 
The transfer has resulted in significant improvement in the work and support for 
facilities at the school level.   Among the measures of success:   
• the repair and maintenance work order backlog on Oahu was reduced from 

2,949 in July 2005 to 1,120 in January 2006 and has been maintained at the 
target level of approximately 1,000 (or two weeks of work). 

• Metrics have been established and are being met for completing work orders, 
emergency requests and trouble calls. 

• Maximo, an on-line work flow system, has streamlined the processing of 
work, handling Oahu work orders in Fiscal Year 2005-2006 and enabling 
schools to request and monitor work orders on-line. 

• Red tape has been reduced at schools, including consolidating five request 
forms (work order requests, repair and maintenance projects, and CIP 
projects) to one. 

• Productivity of crews has improved through more accurate scoping of work, 
efficiency in scheduling jobs, and decreasing paperwork - all resulting in 
faster response to schools. 
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• Facilities condition assessments were conducted to improve accuracy of 
replacement schedules, identify potential problems, and to more accurately 
budget and plan for major repairs. 

• The Factrak information system has been implemented which allows all 
stakeholders to see and monitor progress on capital improvement projects. 

• Major project processes were streamlined and facilitated while alternative 
procurement methods such as design/build were also explored. 

 
None of this would have been possible without leadership and commitment from 
all the individuals involved, from the DOE, DAGS, the Hawaii Government 
Employees Association (HGEA), and the United Public Workers (UPW).  
 
Indeed, the groundwork for positive change began in numerous instances with 
DAGS' recognition of issues and potential solutions. For example, the focus on 
work orders versus repair and maintenance capital improvement work began at 
DAGS prior to the transition. 
 
The DHRD functions were also transferred on July 1, 2005.  Seven Memoranda 
of Understanding (MOU), covering the range of human resource functions, aided 
in the smooth transition.  All seven MOUs have ended, but there continues to be 
cooperation and communication between the DOE Office of Human Resources 
(OHR) and DHRD.  The departments have entered into a Letter of Agreement for 
specific services to be provided by DHRD to the DOE in areas where DHRD 
provides services to other state departments:  training services, benefit 
administration services, and labor relations services. 
 
B. Status of the 2006 Transfers of Functions - AG, DHS 
 
Four departments had functions scheduled to transfer to the DOE on July 1, 
2006:  B&F, AG, DHS, and DOH.  Based upon the recommendations of the ICs, 
as reviewed and adopted by the IWG, legislation was introduced to repeal the 
transfer from the AG, DHS, and B&F, and delay the transfer from DOH by one 
year.  Act 225, Session Laws of Hawaii 2006, repealed the provisions relating to 
the transfer from the AG and DHS to the DOE, and delayed the transfers 
scheduled for B&F and DOH to July 1, 2007.   
 
With respect to transfer from the AG to the DOE, the discussions proved to be 
valuable in and of themselves.  The candid and open discussion resulted in 
increased understanding and appreciation of the role and responsibilities of each 
department, as well as the barriers and burdens each can impose on the other in 
the areas of workers’ compensation, labor relations, and employee relations.  
The departments have signed a Service Level Agreement (SLA) that further 
clarifies roles and responsibilities, and describes accountability measures, 
protocols, and procedures. 
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The oversight of the IWG in keeping the departments focused on performance 
measures, objectives, and improvement was critical to the on-going improvement 
in communication, accountability, and understanding.  The SLA that the DOE and 
AG have developed will serve as the foundation for on-going improvement 
started by Act 51, as amended. 
 
The work of the AG and the DOE will continue through June 2007, focusing on 
imbedding in the departments, through the SLA, the importance of continuing this 
process of improving communication, accountability, and responsibility.  The 
function of Act 51, as amended, as a critical catalyst for analysis and discussion 
of functions, responsibilities, roles, and procedures, has been and continues to 
be fulfilled. 
 
The IC for the DHS transfer clarified that the statutory responsibilities of the DOE 
include responsibilities for employment background checks for all the DOE 
employees.  This clarification also resulted in the recommendation to repeal the 
portion of Act 51 relating to the transfer of the DHS function. 
 
Both of these recommendations (repeal of the provisions as it relates to DHS and 
AG) were embodied in Act 225, Session Laws of Hawaii 2006. 
 
C.  FINDINGS AND RECOMMENDATIONS FOR THE 2007 TRANSFER OF 
FUNCTIONS TO THE DOE - B&F, DOH 
 
Act 225, SLH 2006, which amended Act 51, delayed the transfer of functions 
from B&F and DOH to the DOE to July 1, 2007. 
 
With respect to the transfer of functions (the allotment process and other fiscal 
functions) from B&F to the DOE, the Legislature wanted the transfer to be 
considered further. 
 
The departments actually practiced the allotment processes agreed upon, to test 
the efficacy of the process improvements during the 2006 fiscal year.  The year 
of testing and clarifying proved useful, and the MOU that was signed between 
B&F and the DOE on  June 28, 2006 embodies the basic concepts agreed to 
previously with regard to the allotment process and operations of other fiscal 
functions.  In fact, B&F and the DOE have gone beyond the specific areas in Act 
51, as amended, to other areas (such as debt service) where clarity in roles and 
responsibilities has aided both departments in the performance and 
understanding of their respective duties. 
 
With respect to the transfer of functions from DOH to the DOE, the departments 
spent significant time reviewing the issues of oversight and support for the school 
health aides.  The DOE and DOH have agreed to transfer the health aides and to 
recommend the repeal of the provisions related to the transfer of public health 
nurses.  However, the DOE has stated that it will withdraw support of the transfer 
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of the health aides if the pending issues surrounding the employees' ability to 
transfer are not resolved. The HGEA opposed the transfer because of the 
possibility that the positions would be subject to allocation to the schools through 
the weighted student formula. 
 
Based upon the recommendations of the ICs, as reviewed and adopted by the 
IWG, recommended legislation is attached to this report to repeal the transfer of 
functions from B&F and the transfer of the public health nurses who supervise 
the health aides from DOH to the DOE.  See Appendix A. 
 
One aspect of the transfers that deserves mention is how the improvements in 
one area positively affected others, and vice versa.  The improvements in the 
allotment process allowed the Facilities Development Branch, Office of Business 
Services (OBS), at the DOE to plan projects and expend funds in accordance 
with Board of Education (BOE) priorities, and to move forward more quickly and 
in a planned sequence.  Similarly, the improvement in the planning of the 
projects and prioritization of the numerous capital improvement projects and 
repair and maintenance projects gave stability and support for a scheduled 
allotment process.   
 
The end result is improved responsiveness, timeliness and efficiency in building 
and repairing schools, thus improving the learning environment for students. 
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CHAPTER I 

OVERVIEW OF THE INTERAGENCY WORKING GROUP 
 

Act 51, passed by the 2004 Legislature and known as the "Reinventing 
Education Act of 2004," included a coordinated set of initiatives to implement 
comprehensive education reform in Hawaii's public schools.  
 
Part VIII of Act 51, as amended, addressed the concern that many state 
agencies perform services for the DOE and that this may not be the most 
efficient and effective organizational structure. The Legislature required the 
transfer of functions from various departments to the DOE in order to improve the 
responsiveness and service delivery of the DOE. The Legislature established the 
IWG, charged with the responsibility of developing plans for the transfer of rights, 
powers, functions, duties and resources, including positions from the various 
departments to the DOE. 
 
The transfer of functions was set to occur in phases.  On July 1, 2005, the 
functions relating to expending capital improvement funds, contract 
administration relating to capital improvement projects (CIP) and the repair and 
maintenance functions that had not been transferred July 1, 2004, were 
transferred from DAGS to the DOE.  Also, the functions relating to the operation 
of a centralized human resources system including recruitment, certification, 
examination, management, classification and compensation of the DOE 
employees were transferred from DHRD to the DOE.  On July 1, 2006, functions 
from B&F, AG, DHS, and DOH were to be transferred to the DOE.   
 
The membership of the IWG as required by Act 51 includes: 
 

Mark Bennett, Attorney General, Department of the Attorney General 
Chiyome L. Fukino, M.D., Director, Department of Health 
Patricia Hamamoto, Superintendent, Department of Education 
Georgina K. Kawamura, Director, Department of Budget and Finance 
Lillian B. Koller, Director, Department of Human Services 
Russ K. Saito, Comptroller, Department of Accounting and General Services 
Marie C. Laderta, Director, Department of Human Resources Development 
Dayton Nakanelua, State Director, United Public Workers 
Russell Okata, Executive Director, Hawaii Government Employees 
Association 

 
Act 51 also provided the Superintendent with the authority to appoint community 
members to the IWG.  Superintendent Hamamoto appointed the following 
community members: 

 
Joshua Agsalud Ed.D., Former Administrative Director of the State of Hawaii 
      (July 2004 through August 2005) 
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Robert Alm, Senior Vice President, Public Affairs, Hawaiian Electric Company   
 (commencing October 2005) 
David Carey, President and Chief Executive Officer, Outrigger Enterprises 
Donald Horner, President, First Hawaiian Bank 
Alan Oshima, Senior Vice President and General Counsel, Hawaiian Telcom   
Linda Smith, Senior Policy Advisor, Office of the Governor   

 
The IWG met four times in 2006, and continued the use of the ICs as an effective 
organization approach to accomplish its work.  The ICs for the remaining 
functions to be transferred (B&F and DOH) met and as needed, established 
working groups, discussion groups and transition teams to review the transfer of 
functions and develop recommendations for the IWG.  The recommendations 
regarding the functions to be transferred July 1, 2007 are contained in Chapter IV 
of this report.  During the year, the IWG also received status reports from DAGS, 
DHRD, the DOE, and AG.  A review of these transfers is contained in Chapters II 
and III. 
 
The IWG developed a work plan that sets forth the work from December 2005 
through June 2007 when the IWG, as provided by Act 51, as amended, ceases 
to exist.  The work plan is contained in Appendix B. 
 
As the recommendations adopted by the IWG require amendments to Act 51, 
this report contains the proposed legislation that would accomplish this by June 
2007, when the IWG ends, in Appendix A. 
 
The IWG has worked diligently to fulfill the requirements of Act 51, as amended.  
In the process, communication and understanding between departments, unions 
and the community have improved.  The structure of State government has been 
realigned, requiring internal improvements within the DOE.  The stage has been 
set for continuous improvements in responsiveness and service delivery of the 
DOE. 
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CHAPTER II 

Progress Since the 2005 Transfers of Functions to the Department of 
Education 

 
Act 51, as amended, called on the IWG to oversee the transfer of various 
functions from DAGS and DHRD to the DOE effective July 1, 2005, with the 
objective of improving the responsiveness and service delivery of the DOE.  The 
resulting reorganization of State government moved responsibility and improved 
accountability for the capital improvement and repair and maintenance functions 
and the personnel functions to the DOE.  Through the hard work of the many 
individuals involved and with the focus and support of the IWG, the transfers 
made in 2005 have succeeded in improving the level of service to the schools 
and students.   
 

A. DEPARTMENT OF ACCOUNTING AND GENERAL SERVICES 
 
Act 51, as amended, called for the transfer of repair and maintenance and the 
design and construction for all schools from DAGS to the DOE.  This function at 
DAGS was largely divided between the Public Works Division (PWD) and the 
Central Services Division (CSD). The overall Fiscal Year (FY) 2005-2006 budget 
for capital improvement projects and major repair and maintenance was 
approximately $215.6 million.  In addition, capital improvement projects at DAGS 
of approximately $155.4 million appropriated in prior years were transferred from 
DAGS Public Works Division to the DOE.  The FY 2005-2006 operating budget 
for personnel and operational expenses was approximately $16.2 million.  The 
monumental task of transferring the functions, personnel and operations took the 
cooperation, open-mindedness, and hard work of many individuals in both 
departments.    
 
This section is divided into two segments:  progress and outcomes in the first 
year following the transfer, and progress and outcomes in the second year 
following the transfer. 
 
1. Year One (July 1, 2005 - June 30, 2006) 
 
In the year following the July 1, 2005 transfer date, progress was made on many 
fronts. 
 
DOE-OBS Facilities Maintenance Branch continued DAGS’ shift in focus to work 
orders, resulting in a reduced backlog of work orders from 2,949 on July 1, 2005 
to its goal of two weeks of incoming work orders, or approximately 1,000 work 
orders.  This was accomplished through collaborative teaming with district 
managers and work crew foremen, and additional appropriations requested by 
the Governor and appropriated by the Legislature for repair and maintenance.  
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More efficient work order scheduling arising from this collaboration resulted in the 
backlog being reduced to the goal one month ahead of schedule. 
 
DOE-OBS Facilities Maintenance Branch also initiated and completed rollout of 
the Maximo work management system to all 160 schools on Oahu. This web-
based system allows schools to directly initiate work orders and emergency 
requests on-line via a single Response Center.  It provides schools with on-line 
status reports; tracks work flow, and tracks labor and material costs.   It has 
helped the DOE-OBS Facilities Maintenance Branch achieve its goal of 
emergency call response time of two hours or less, and trouble call response 
time of 48 hours or less. 
 
All Oahu schools are now on cycle maintenance (an eight week cycle for repair 
and maintenance that is not of an emergency or urgent nature), and because the 
Response Center is in place, the schools now have one point of contact and a 
single form for work requests. 
 
As part of the DOE, the OBS Facilities Development Branch works directly with 
the schools and involves them in the capital improvement projects.  The direct 
link to their customers is exemplified in how federal funds for Americans with 
Disabilities Act improvements have been managed.  The funding goes directly to 
the school, but the design, construction and contracting is handled by Facilities 
Development Branch. These steps provide support to the schools, allowing the 
school staff more time to focus on students, not buildings. 
 
The DOE's Capital Improvement Projects also weathered its initial transition 
period after July 1, 2005, and is back at the level of output previously maintained 
at DAGS. In FY 2005-2006, the OBS-Facilities Development Branch initiated 558 
new projects, selected design firms for 141 projects, sent 278 projects out to bid, 
accepted 240 construction projects, and closed out 202 projects.   
 
The DOE is now looking to accelerate project development.  As part of the 
process, the OBS Facilities Development Branch is connecting with the schools – 
moving projects at an accelerated pace with the involvement of personnel from 
the school complex and the individual schools. 
 
At the same time, the DOE-OBS developed and implemented Factrak, an 
information system that is used to track milestone events and projects.  This will 
allow OBS Facilities Development Branch  to not only get the projects out, but 
monitor quality, cost, timelines and overall progress on any given capital 
improvement project.  School personnel and the general public have read-only 
access to Factrak. 
 
As part of the overall system approach, the DOE-OBS developed a baseline 
assessment of the condition of school facilities, called the Facilities Asset 
Management System.  With the addition of professional engineering staff, the 
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assessments will be a major foundation for systematic maintenance of facilities.  
Asset management will allow the DOE-OBS to forecast more accurately future 
maintenance needs and costs. 
 
Finally, the DOE-OBS Facilities Development Branch has used innovative 
approaches to delivering projects faster, with higher quality and being more 
responsive to the needs of their customer.  For example, work under $100,000 is 
being undertaken under a new process that combines design and construction, 
to integrate the process and expedite getting work out.  It is being evaluated for 
efficiency and cost-effectiveness. 
 
Much of this work is possible because of the smooth transfer of functions from 
DAGS to the DOE.  DAGS’ efforts and cooperation provided a firm foundation for 
the DOE's success. 
 
The DAGS Neighbor Island District Offices were kept intact, and personnel were 
not transferred to the DOE.  It was mutually agreed that during the first years of 
the Act 51 implementation, services on the Neighbor Islands would be handled 
through a Service Level Agreement (SLA).  As anticipated, the SLA has been 
revisited by both departments as further improvements have been identified and 
addressed. 
  
The SLA has performance measures that are being met.  One of the issues that 
previously hampered progress is the lack of funds for necessary repair and 
maintenance, equipment maintenance contracts, and capital improvements.  
Additional funds asked for by the Governor and appropriated by the Legislature 
have helped to address this problem. 
 
2. Year Two (July 1, 2006 - December 2006) 
 
The IWG and the DOE were interested in seeing how the improvements made in 
the facilities repair and maintenance processes and procedures were affecting 
schools. To measure that result, a survey of schools was conducted. 
 
Overall, the responses reflected a high level of satisfaction with the facilities 
maintenance branch work, performed by the DOE personnel on Oahu and DAGS 
personnel on the Neighbor Islands.  Generally, the responses were positive (over 
90%) in all areas surveyed.  (See results in IWG September 5, 2006 meeting.)  In 
response to the question "In general, the service provided by the work crews has 
improved since July 1, 2005", 94% strongly agreed (55%) or agreed (39%).  "I 
don't know" was 2%, and "Disagree" was 4%.  No one strongly disagreed.  
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In 2006, the DOE and DAGS amended the Service Level Agreement covering 
the Neighbor Island schools.  The amendments did the following:  

1) clarified processes and procedures for 3-quote contracts up to $100,000;  
2) revised the "U" (transfer) fund reimbursement policy for DAGS Neighbor 

Island District Offices;  
3) agreed to continue to use DAGS forms and specifications until the DOE 

develops its own;  
4) outlined construction change order authority for DAGS managed projects;  
5) extended to the Neighbor Islands the use of the Factrak project 

management system previously used for all DOE major R&M and CIP 
projects on Oahu; and  

6) extended to the Neighbor Islands the use of the Maximo work order 
system. 

 
DAGS also focused its efforts on implementing a cycle maintenance program on 
the Neighbor Islands.  Implementation was completed on all neighbor islands in 
early 2006. 
 
With respect to accountability measures, DAGS has implemented Maximo, the 
software used by the DOE on Oahu, to manage work orders.  Procedures for 
handling repair and maintenance have been standardized with the methods used 
on Oahu, and overall productivity and efficiency are improving.  DAGS' Neighbor 
Island staff has continued to meet work order completion targets.  The 
cooperation, communication and mutual assistance between DAGS and DOE 
employees has been a critical component in making major strides in this area. 
 

B. DEPARTMENT OF HUMAN RESOURCES DEVELOPMENT 
 
Act 51, as amended, requires that all rights, powers, functions, duties and 
resources of DHRD relating to the operation of a centralized human resources 
system and recruitment, certification, examination, management, classification 
and compensation of DOE employees, including labor relations, be transferred to 
the DOE effective July 1, 2005. 
 
This section is divided into two segments:  progress and outcomes in the first 
year following the transfer, and progress and outcomes in the second year 
following the transfer. 
 
1. Year One (July 1, 2005 - June 30, 2006) 
 
The year following the transfer date of June 30, 2005 was a transition year.  
Seven different MOUs were developed to allow for continued support by DHRD 
in the following areas:  

1) Staffing services; 
2) Classification and compensation services; 
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3) Personnel transactions services; 
4) Labor relations services; 
5) Benefit administration services; 
6) Workers' compensation, medical placement, and safety services; and 
7) Training services.   

 
In addition, OHR information systems were updated and integrated to manage 
effectively and efficiently the volume of documentation that would be generated 
and managed by the relatively small DOE staff.  The DOE was and continues to 
be in the process of automating its Human Resources Information System, 
including scanning of all historical information and current personnel files, 
developing a recruitment system for all classes of employees, and developing a 
management position and employee data system.  The Human Resource 
Automation Project is described further below. 
 
Existing personnel and functions are housed within the three branches of OHR.  
Branch Directors focused on (1) realigning roles and responsibilities; (2) 
advertising and filling vacant positions; (3) assessing the personnel needs of the 
branches; (4) training of personnel to implement functions; and (5) updating and 
developing the Standard Practice (School Code). 
 
The Human Resource Automation Project continued to forge ahead in planned 
increments with the goal of implementing a comprehensive automated system.  
The scanning of all teacher records and files, and the applicant records for all 
Support Services Personnel (SSP) was completed.  The OHR staff now operates 
electronically when accessing employee information rather than by hard copy.  
The result is a reduced turnaround time in obtaining employee and SSP applicant 
information.   
 
The project also created a new online application and tracking system for 
Educational Assistant positions.  This system is currently being evaluated for 
future development and efficiency.  Staff has used this experience to determine 
the needs of a recruitment system that will meet the various recruitment needs of 
the DOE.  In addition, the employee transaction section has realized an increase 
in efficiency and reduced errors in processing of data. 
 
In response to the requirements of the federal No Child Left Behind Act ("NCLB") 
for DOE employees, a professional development component has been added to 
the scope of the automation project.  Features of this system will include access 
to various professional development courses, individualized plans for employees 
and schools, and certification and licensure programs.   
  
2. Year Two (July 1, 2006 - December 2006) 
 
After the transition year, all seven MOUs concluded on June 30, 2006 and 
were not extended.  OHR provides all services in recruiting/hiring, 
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classification/compensation, transactions, and workers compensation.    
DHRD continues to provide certain services as specified in a Letter of 
Agreement to the DOE, similar to services that DHRD provides to all other 
departments in the state. 
 
OHR's efforts have resulted in the streamlining of numerous human resource 
functions.  So far, 6000 civil service employees have been delinked from DHRD.  
OHR personnel management has been restructured from employee categories to 
functions, and professional development and training has been consolidated 
under OHR. 
 
A new online application and tracking system, NeoGov, customized for the 
unique workflow of the DOE classified/support services personnel, has been put 
in place.  There is also year-round open recruitment for classified and support 
services personnel.   
 
There has been significant streamlining of the transaction system for position and 
employee data.  Employee information is now on two screens, down by ten from 
the original twelve; position information screens were reduced from nine to two. 
Single vs. double entry of data resulted in a 50% reduction in the error rate.  Most 
importantly for future improvement, reporting capabilities have been enhanced 
due to the customization of the database. 
 
As a result, and in keeping with the focus of the IWG, OHR has identified 
continuous improvement targets and performance indicators: 
 

PERFORMANCE INDICATOR BASELINE TARGET 
Recruitment/Hiring cycle time reduction 41 days 29 days 
Employee satisfaction survey of working 
conditions 

TBD 90% 

Overtime reduction in HR transaction 
processing 

3,072 hr 1,000 hr 

Reduction in workers compensation $9.4 M $8.4M-SY06-
07 

5 year teacher retention 975 500 
Reduction of annual grievances 190 150 
New employee orientation satisfaction TBD 95% 

“TBD”: To Be Determined  “SY”:  School Year 
 
Three technology advances proved extremely effective in moving OHR forward.    
 
First, OHR moved to NeoGov, which provided a fast transition to support 
classified recruiting and hiring.  NeoGov provides all levels of users in the DOE 
access to the system, including schools.  There are eligibility lists and 
applications available for viewing by principals, and all interviews scheduling and 
training is done online.  Concrete measures of improvement include a drop in the 
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percentage of vacancies by 30%, and an increase in the average appointments 
per month from103.8 to 134.8.  Since delinking, the estimated turnaround time 
for sending out internal lists from the time of closing of applications has 
decreased from two months to two weeks.  OHR’s ability to focus on the DOE’s 
requirements and timing versus DHRD’s required focus on all of state 
government was a factor in these results as well. 
 
Second, a time and attendance system is being implemented for leave 
accounting at the state level offices.  OHR estimates cost avoidance in School 
Year 2005-2006 at $181,280, escalating to over $2 million in School Year 2006-
2007 when Kauai and the Windward districts are implemented and over $4 
million in School Year 2007-2008 when all schools are implemented.   
  
Third, a professional development infrastructure has been implemented.  The 
elements include a web based portal for professional development planning and 
registration, the tracking of individual professional development profiles and 
skills, and the integration of the information with the Hawaii Principals Academy 
and Professional Development. 
 
There have been marked improvements in other areas. For example, workers' 
compensation costs have decreased slightly and remained stable from $9.4 
million to $9.3 million, despite increase in staffing by 207 positions from DAGS in 
jobs that have higher risk ratings for workers compensation exposure. 
 
OHR plans to continue its move towards integration of its human resources 
process.  It is moving to implement the infrastructure for eLearning, including 
developing training standards for mandatory training via the web, and developing 
the measures of success for training that include a 50% reduction in cost of 
training and 80% of all training being conducted on-line.  OHR will be utilizing 
technology for faster surveying of satisfaction at all levels, and the use of 
electronic forms to process many routine transactions such as leave requests 
and approvals and temporary assignments. 
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CHAPTER III 
Status of the 2006 Transfers of Functions to the Department of Education - 

AG, DHS 
 
While the recommendations of the IWG have included repeal of provisions of Act 
51, as amended, requiring the transfers of functions in B&F and AG, it should be 
noted that the provisions to be repealed served a very useful purpose in focusing 
the departments on areas of concern.  The recommendations to repeal have 
been viewed as a mutual decision of the departments reached after extensive 
discussion and further review by the IWG.  The function of Act 51, as amended, 
as a critical catalyst for analysis and discussion of issues and problems has been 
and continues to be fulfilled. 
 
With the assistance and direction of the IWG, the work of the departments 
became a collaborative effort to communicate, learn, clear misunderstandings, 
clarify issues, focus on solutions, and begin a process of improving service, 
operations, and relationships.  The departments are not continuing "business as 
usual."  The oversight of the IWG in keeping that focus on performance 
measures, objectives and improvement was critical to this process. 
 

A. DEPARTMENT OF THE ATTORNEY GENERAL 
 
Section 47 of Act 51 provides for the transfer of rights, powers, functions, duties 
and resources relating to the negotiation of workers' compensation claims and 
labor-management relations from the AG to the DOE on July 1, 2006, subject to 
repeal by subsequent legislation. 
 
The DOE and AG identified specific areas of focus that would improve the 
services in the workers' compensation and labor relations areas.  These areas 
were incorporated in the Service Level Agreement between the DOE and AG, 
which was signed by the DOE and AG in June 2006.  The SLA provided a 
mechanism and process for improved relationships and service.   
 
The SLA also included a process for dealing specifically with issues that the 
departments considered significant to improving process and service, including 
cycle time and responsiveness.  The IWG's focus and emphasis on performance 
measures and on-going process improvement methods continue to drive 
improved operations in the DOE and support from the AG.  It is contemplated 
that the SLA that was developed for the labor relations and workers’ 
compensation areas, as well as the service expectations developed between the 
departments, will serve as models for the development of similar agreements for 
other areas of legal services provided by the AG to the DOE. 
 
Since the SLA was signed, the DOE and AG have begun development of specific 
service expectations, including protocols and processes for handling such things 
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as settlements, evaluations, subpoenas, and the like in the workers 
compensation and labor relations areas.  
 
The DOE and AG remain committed to continuing the kind of review and 
discussion engendered by Act 51 in other areas, including contract review, 
regulatory compliance, and civil litigation support.  There is a commitment on the 
part of both departments to continue and expand these discussions beyond the 
two areas listed in Act 51, including legal representation in a variety of 
administrative and civil matters that would benefit from the same process.  The 
SLA may also prove to be a template for use by the AG in delivering services to 
other state departments. The IWG strongly recommends that the departments 
view this as a continuous improvement process that will extend beyond the 
statutory life of the IWG. 
 
The legislature passed legislation that embodied the IWG recommendation 
repealing the transfer, and it was signed into law by the Governor as Act 225, 
Session Laws of Hawaii 2006. 
 

B. DEPARTMENT OF HUMAN SERVICES 
 
Section 47 of Act 51 provides for the transfer of the function of conducting 
employment background checks for the A+ after-school program, private 
vendors, and other employees and trainees who work with public school students 
from the DHS to the DOE effective July 1, 2006, subject to repeal by subsequent 
legislation. 
 
Under an agreement between the parties, the DHS agreed to continue to conduct 
the criminal history record checks for the A+ after-school program employees 
who are employees of the DOE for the 2005-2006 school year.  DHS was willing 
to provide this service to the DOE because the A+ program provides after school 
care to many of the DHS clients. 
 
In response to the request for additional funds for this function, the Legislature 
appropriated additional resources for the DOE to fulfill its responsibility starting 
with this school year 2006-2007.  This has enabled the DOE to perform the 
criminal history record checks for the DOE A+ employees and to meet the 
requirements of the statute. 
 
The Legislature passed legislation that embodied the IWG recommendation 
repealing the transfer, and it was signed into law by the Governor as Act 225, 
Session Laws of Hawaii 2006. 
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Chapter IV 

FINDINGS AND RECOMMENDATIONS FOR THE 2007 TRANSFER OF 
FUNCTIONS TO THE DEPARTMENT OF EDUCATION 

 

A. DEPARTMENT OF BUDGET AND FINANCE 
 
Section 47 of Act 51, Session Laws of Hawaii 2004, provides for the transfer of 
all rights, powers, functions, duties, and resources relating to funding of collective 
bargaining agreement increases; and securing, administering, use, and 
expending of federal funds and other aid, including their custodial supervision 
from B&F to the DOE effective July 1, 2006, subject to repeal by subsequent 
legislation. 
 
It should be noted again that the process of discussion, clarification and focusing 
on results brought on by Act 51 has resulted in a clearer understanding on the 
part of both departments of their roles and responsibilities.  There is greater 
appreciation for other departments’ tasks and responsibilities.  The improved 
understanding and openness is refreshing and important.  This is most notable in 
the fact that the IC was willing to take on a discussion of other fiscal functions, 
beyond those mandated by Act 51.  The departments have begun a course of 
positive dialogue that will hopefully serve as a critical platform for improvement 
well beyond the scope and time of Act 51, as amended, and the IWG. 
 
The IC's recommendation to repeal the transfer of functions based on 
discussions and the proposal to enter into an MOU was adopted by the IWG and 
a recommendation to the 2006 Legislature that Act 51, sections 47 and 48, be 
amended to repeal the transfer of functions from B&F to the DOE was submitted.  
However, the Legislature amended the proposed legislation to retain the transfer 
but delayed its effective date for one year, to July 1, 2007.  As amended, the 
legislation passed with the delayed effective date and was signed into law by the 
Governor as Act 225, Session Laws of Hawaii 2006.   
 
The departments used the 2006 fiscal year to "practice", implementing on a trial 
basis the provisions and procedures proposed in the MOU.  This "dry run" of the 
provisions supported the departments' belief that the MOU would provide 
significant improvements and efficiencies.   
 
The departments also reviewed the rationale for the provisions and procedures 
and repeal of the transfer, and determined that the rationale was still valid and 
reinforced by experience with the provisions.  The rationale, contained in the 
recommendation, was as follows:   
 

1. Section 5 of Article VII of the State Constitution, Expenditure Controls, 
provides that the control of the rate of expenditures of appropriated state 
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moneys, and for the reduction of such expenditures under prescribed 
conditions, shall be made by law. 

 
2. Section 37-43, Hawaii Revised Statutes (“HRS”), provides that B&F shall 

carry out the capital improvement project allotment process.  The capital 
improvement project allotment process consists of the review, 
prioritization, and evaluation of capital improvement projects to insure 
consistency with executive priorities. 

 
3. Section 103-7, HRS, provides that all capital improvement projects require 

authorization by the Legislature and the Governor. 
 

4. The DOE recognizes the Governor’s fiscal responsibility for the entire 
State and that the Board of Education does not have a revenue source to 
support either cash expenditures or the authorization of general obligation 
bonds to finance capital improvement projects. 

 
5. The DOE desires that the allotment process and those factors influencing 

the allotment process such as debt service be transparent, 
understandable, and explainable to the Board of Education and the public. 
The DOE is also desirous of predictability and timeliness in the allotment 
process so that the DOE can manage an effective and efficient 
construction and repair and maintenance program. 

 
6. The DOE and B&F agree that the allotment process function should not be 

transferred from B&F to the DOE. Further, the DOE and B&F have signed 
an MOU that among other things sets forth the CIP allotment request 
process.  

 
With that rationale and the experience of the "practice" with the provisions and 
procedures as support and background, the MOU was signed on June 28, 2006. 
The major agreements (reflected as terms in the MOU) are as follows: 
 
Capital Improvement Project Allotment Process 
 

 1.  B&F and the DOE agree to use the BOE CIP Priority List as the basis for 
determining CIP priorities for allotments. 

 
2.   Based on this priority list, the DOE shall submit a written annual allotment 

and expenditure plan request to B&F regarding the DOE CIP projects for 
the fiscal year ten days prior to the meeting described in paragraph 3 
below. 

 
3.  No later than 15 days prior to the beginning of each fiscal year, B&F and 

the DOE shall meet to discuss a) the total amount of moneys estimated to 
be available for the DOE CIP projects from all sources, including general 
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or special funds, general obligation bond funds, and State Educational 
Facilities Improvement ("SEFI") Special Funds (collectively the "DOE CIP 
Moneys"), and b) procedures and schedule for allotment of the DOE CIP 
Moneys. 

 
4.  The DOE will provide B&F a projection of its monthly SEFI expenditures 

for the upcoming fiscal year no later than 15 days prior to the start of the 
fiscal year.  The DOE will also submit to B&F on a monthly basis a request 
to transfer general obligation bond funds to the SEFI account, taking into 
account prior amounts transferred and expended, actual ending balance, 
and updated expenditure projections for the month.  B&F will review the 
monthly request and will, if deemed appropriate, submit a journal voucher 
to transfer the requested amount within five days of the receipt of the 
request.  B&F and the DOE also agree that a reasonable contingency 
balance in the SEFI account is appropriate, and will agree on an 
appropriate contingency level. 

 
Fiscal Functions  
 

1. Collective bargaining. 
 

The DOE and B&F agree that the function of funding collective bargaining 
increases should not be transferred from B&F to the DOE.  The DOE is 
dependent on the State to fund its programs, including the collective 
bargaining increases for its employees.  
 
To improve fiscal transparency for the DOE’s spending of State money for 
collective bargaining increases, B&F has agreed, as a term of the MOU, to 
modify the format of the collective bargaining appropriation bills to 
separately show the salary and benefit appropriations that are for DOE 
employees. 

 
2. Determining retirement and other benefits. 
 

The DOE does not want to determine retirement and other employee 
benefits and recommends that this function not be transferred from B&F to 
the DOE. 
 
As a term of the MOU, the DOE, with the assistance of B&F, will learn how 
to calculate for its employees the employer’s share of contributions due for 
pension accumulation, health benefits, Social Security, and Medicare 
costs.  



20 

3. Federal funds. 
 

The DOE and B&F agree that the custodial supervision of federal funds, 
and the receiving and holding of federal funds, should not be transferred 
from B&F to the DOE. 

 
As a term of the MOU, the DOE shall request an increase in its federal 
fund expenditure ceiling only when the DOE would exceed its total federal 
fund expenditure ceiling, not for each new unbudgeted federal fund 
expenditure.  

 
Other Fiscal Functions not set forth in Act 51 
 
In the MOU, the DOE and B&F have made additional agreements regarding 
other fiscal functions not set forth in Act 51 as follows: 
 

1. On an annual basis, B&F will provide and explain the amount of debt 
service allocated to the DOE. 

 
2. Prior to the beginning of each fiscal year, the DOE and B&F will identify 

fiscal issues that either would like to discuss during the year. 
 
The IC has concluded, based on the departments' experience in implementing 
the provisions of the MOU and the improvements that resulted, that Act 51, as 
amended by Act 225, should be further amended to repeal the transfer of 
functions from B&F to the DOE. Furthermore, the departments agree that the 
allotment process and fiscal functioning between the two departments has 
improved and that the departments will follow the terms of the MOU which sets 
forth specific procedures for the capital improvement project allotment process 
and agreements regarding other fiscal matters, including those that are not 
mentioned in Act 51, as amended.  
 
The IC's recommendation to the IWG to that effect was adopted by the IWG at its 
meeting on November 9, 2006. Both departments are committed to improving 
transparency, increasing the understanding of the Board of Education and public 
regarding the purpose and nature of education expenditures, and to improving 
fiscal processes. 
 
Legislation reflecting the recommendation of the IC, as adopted by the IWG, is 
attached as Appendix A to this report. 

B. DEPARTMENT OF HEALTH 
 
Section 47 of Act 51, as amended, provided for the transfer of all rights, powers, 
functions, duties, and resources relating to school health aides and public health 
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nurses who supervise school health aides from the DOH to the DOE  on July 1, 
2006, subject to repeal by subsequent legislation. 
 
In addition, Section 42 of Act 51, as amended, requires the IWG to develop 
comprehensive plans for the transfer of the school health aides from the DOH to 
the DOE. 
 
The IC's initial discussions revealed several issues that required additional time 
to resolve, including the capacity of the DOE to integrate additional personnel 
into the department given the other transfers, the issues relating to the 
supervision and clinical oversight of school health aides, and the question of 
support staff.   Based on the discussions in and recommendations of the IC, as 
reviewed and adopted by the IWG, legislation was introduced to repeal the 
transfer from B&F and delay the transfer from DOH by one year.  Act 225, 
Session Laws of Hawaii 2006, passed by the Legislature and signed by the 
Governor, delayed the transfers from DOH to the DOE from July 1, 2006 to    
July 1, 2007. 
 
Since that time, the DOE and the DOH have reached agreement on the various 
issues raised with respect to the transfer.  The DOE and the DOH have agreed 
that the School Health Aides (SHAs) and the substitute SHAs positions transfer 
from the DOH to the DOE on July 1, 2007.  The departments also agree that the 
Public Health Nurses (PHNs) should remain at the DOH and provide professional 
supervision to the SHAs through a Service Level Agreement (SLA) or 
Memorandum of Understanding (MOU). Transferring the PHN positions to the 
DOE would require the DOH to request replacement positions to carry out 
essential public health functions.  Additionally, the number of PHNs that would be 
transferred to the DOE, approximately 20, would be insufficient to provide the 
level of supervision necessary for the school health program. Both departments 
have concluded that the best method of supporting the school health services 
program is to provide professional supervision for the SHAs through an SLA or 
MOU. 
 
The DOE and the DOH transition team continues to plan for the transfer of the 
SHAs including identifying the statutory amendments needed to transfer the 
SHAs and the school health services program.  The transition team is also 
developing the SLA or MOU for the supervision of the school health aides by the 
public health nurses who will remain in the DOH. Recommended legislation is 
attached in Appendix A. 
 
However, the DOE has stated that it will withdraw support of the transfer of the 
health aides if the pending issues surrounding the employees' ability to transfer 
are not resolved. The HGEA opposed the transfer because of the possibility that 
the positions would be subject to allocation by the schools under the weighted 
student formula. 
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Based on the IC’s recommendations, adopted by the IWG, the IWG recommends 
to the 2007 Legislature that Section 47 of Act 51, as amended by Act 225, be 
amended to repeal the transfer of the public health nurses from the DOH to the 
DOE on July 1, 2007.   
 
Legislation reflecting the recommendation of the IC, as adopted by the IWG, is 
attached as Appendix A to this report. 
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CHAPTER V 

IWG Observations and Conclusions 
 

One aspect of the transfers that deserves mention is how the improvements in 
one area positively affected others, and vice versa.  The improvements in the 
allotment process allowed the capital improvement program and major repair and 
maintenance program to plan projects and expend funds in accordance with 
DOE priorities, and to move forward more quickly and in a planned sequence.  
Similarly, the improvement in the planning of the projects and prioritization of the 
numerous CIP and R&M projects gave stability and support for a scheduled 
allotment process.   
 
The end result is improved responsiveness, timeliness and efficiency in getting 
schools built and repaired, thus improving the learning environment for students. 
 
It is this kind of leveraging that provides optimism and energy that these kinds of 
improvements in one area will produce positive impacts beyond the particular 
area.  
 
In addition, the IWG has identified other issues that either the DOE or the 
Legislature could address to improve operations within the DOE.  These include 
paying new employees promptly, improving teacher retention rates, improving 
teacher training, reducing workers’ compensation costs, and reducing overtime 
costs at OHR. 
 
One of the advantages of the IWG was that while its goals were significant, its 
focus was specific and time-limited.  Rather than creating an on-going 
bureaucracy of oversight for the DOE, the IWG served to keep everyone’s eye on 
the target – measurable improvements in the support infrastructure for the 
schools.  As such, with its tasks accomplished, the IWG can end its work on time,  
and with a sense of accomplishment as evidenced by the transfers, improved 
results and improved relationships between the departments.  Reducing 
bureaucracy and improving responsiveness and service delivery will remain ever 
present tasks for the DOE and other state departments. The IWG thanks all of its 
participants for their continued desire to improve our public education system for 
the students, families and our community, and wishes them continued success. 
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