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March	
  11,	
  2019	
  

VIA	
  EMAIL	
  (sione.thompson@spcsc.hawaii.gov)	
  

Sione	
  Thompson,	
  Executive	
  Director	
  
Hawaii	
  State	
  Public	
  Charter	
  School	
  Commission	
  
SPCSC	
  Commissioners	
  
1111	
  Bishop	
  Street,	
  Suite	
  516	
  
Honolulu,	
  HI	
  96813	
  

RE:	
  	
   Governing	
  Board	
  Information	
  for	
  Hawaii	
  State	
  Public	
  Charter	
  School	
  Commission	
  

Dear	
  Mr.	
  Thompson	
  and	
  Commissioners,	
  

At	
  the	
  February	
  28	
  SPCSC	
  special	
  meeting	
  in	
  Kailua-­‐Kona,	
  the	
  two	
  major	
  topics	
  of	
  discussion	
  
were	
  Kona	
  Pacific	
  Public	
  Charter	
  School’s	
  updates	
  to	
  the	
  2018	
  Corrective	
  Action	
  Plan,	
  followed	
  
by	
  an	
  informative	
  and	
  beneficial	
  discussion	
  about	
  some	
  specific	
  financial	
  transactions	
  between	
  
the	
  school	
  the	
  non-­‐profit	
  Friends	
  of	
  Kona	
  Pacific	
  Public	
  Charter	
  School,	
  and	
  the	
  lease	
  agreement	
  
between	
  the	
  two	
  entities.	
  	
  	
  

In	
  preparation	
  for	
  the	
  upcoming	
  March	
  14	
  commission	
  meeting	
  in	
  Honolulu,	
  we	
  would	
  like	
  to	
  
provide	
  for	
  the	
  commissioners	
  and	
  commission	
  staff	
  a	
  new	
  update	
  to	
  the	
  corrective	
  action	
  plan,	
  
and	
  have	
  attached	
  that	
  update	
  document	
  We	
  would	
  also	
  like	
  to	
  share	
  information	
  about	
  steps	
  
that	
  have	
  already	
  been	
  taken,	
  and	
  actions	
  that	
  are	
  in	
  process,	
  to	
  address	
  the	
  disentangling	
  of	
  
certain	
  aspects	
  of	
  the	
  relationship	
  between	
  the	
  school	
  and	
  the	
  nonprofit.	
  

That	
  relationship	
  is	
  spelled	
  out	
  in	
  a	
  January	
  2017	
  Memorandum	
  of	
  Agreement	
  (attached)	
  that	
  
was	
  drafted	
  with	
  the	
  assistance	
  of	
  the	
  Hawaii	
  State	
  Ethics	
  Commission	
  and	
  approved	
  by	
  the	
  
Hawaii	
  State	
  Attorney	
  General’s	
  office.	
  	
  While	
  the	
  MOA	
  establishes	
  the	
  most	
  salient	
  aspects	
  of	
  the	
  
relationship,	
  the	
  commissioners	
  at	
  the	
  2-­‐28-­‐19	
  meeting	
  pointed	
  out	
  several	
  specific	
  issues	
  that	
  
would	
  benefit	
  from	
  establishing	
  a	
  greater	
  degree	
  of	
  separation	
  of	
  the	
  two	
  entities,	
  in	
  order	
  to	
  
avoid	
  even	
  the	
  appearance	
  of	
  any	
  impropriety.	
  

To	
  that	
  end,	
  we	
  have	
  also	
  attached	
  a	
  document	
  that	
  lists	
  the	
  issues	
  discussed	
  at	
  the	
  meeting,	
  as	
  
well	
  as	
  some	
  additional	
  matters	
  that	
  we	
  have	
  identified,	
  and	
  explains	
  the	
  steps	
  that	
  have	
  been	
  
taken	
  or	
  are	
  in	
  process.	
  	
  

Mahalo,	
  
Governing	
  Board	
  of	
  Kona	
  Pacific	
  Public	
  Charter	
  School	
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KPPCS/FRIENDS	
  

KPPCS	
  and	
  Friends	
  of	
  KPPCS:	
  
Financial	
  Relationship	
  Issues	
  

Description	
  of	
  Issue	
   Remediation	
  Plan	
  and	
  Timeline	
  
	
  The	
  school	
  maintains	
  several	
  areas	
  that	
  are	
  
exclusively	
  utilized	
  for	
  school	
  purposes.	
  These	
  areas	
  
are	
  not	
  included	
  in	
  the	
  current	
  lease	
  rent	
  agreement	
  
with	
  the	
  nonprofit.	
  	
  

The	
  school	
  will	
  order	
  a	
  commercial	
  market	
  rent	
  
appraisal	
  in	
  order	
  to	
  determine	
  fair	
  market	
  value	
  for	
  
all	
  of	
  the	
  areas	
  on	
  the	
  property	
  that	
  the	
  school	
  utilizes,	
  
and	
  this	
  appraisal	
  will	
  serve	
  as	
  the	
  basis	
  for	
  the	
  annual	
  
lease	
  rent	
  adjustment	
  that	
  will	
  take	
  place	
  in	
  late	
  April	
  
2019.	
  The	
  governing	
  board	
  will	
  vote	
  on	
  the	
  budget	
  
expenditure	
  for	
  this	
  purpose	
  on	
  3-­‐12-­‐19.	
  

The	
  school	
  has	
  not	
  maintained	
  a	
  regular	
  lease	
  rent	
  
payment	
  schedule.	
  This	
  practice	
  has	
  included	
  
occasional	
  early	
  partial	
  payments.	
  	
  

Upon	
  review	
  of	
  recent	
  payments	
  the	
  school	
  has	
  
determined	
  this	
  is	
  not	
  best	
  practice	
  and	
  has	
  notified	
  
the	
  lessor	
  that	
  no	
  payments	
  will	
  be	
  made	
  in	
  advance	
  
of	
  the	
  due	
  date	
  and	
  no	
  partial	
  payments	
  will	
  be	
  made,	
  
only	
  the	
  full	
  sum	
  on	
  the	
  due	
  date	
  as	
  agreed	
  upon	
  in	
  
the	
  lease.	
  COMPLETE.	
  

The	
  school	
  currently	
  pays	
  its	
  lease	
  rent	
  to	
  the	
  
nonprofit	
  on	
  a	
  quarterly	
  basis,	
  at	
  the	
  request	
  of	
  the	
  
school.	
  Some	
  commissioners	
  questioned	
  whether	
  this	
  
is	
  best	
  practice.	
  	
  

To	
  prepare	
  for	
  the	
  upcoming	
  lease	
  rent	
  negotiations	
  
that	
  will	
  take	
  place	
  in	
  late	
  April	
  2019,	
  the	
  school’s	
  
finance	
  manager	
  will	
  conduct	
  a	
  cash	
  flow	
  analysis	
  to	
  
determine	
  whether	
  monthly	
  or	
  quarterly	
  lease	
  rent	
  
payments	
  are	
  preferable	
  in	
  order	
  to	
  create	
  the	
  best	
  
financial	
  stability	
  for	
  the	
  school.	
  The	
  nonprofit’s	
  board	
  
finds	
  either	
  payment	
  schedule	
  acceptable	
  and	
  will	
  
await	
  the	
  school’s	
  decision.	
  	
  	
  

Historically,	
  one	
  individual	
  bookkeeper	
  has	
  carried	
  out	
  
the	
  financial	
  record	
  keeping	
  for	
  both	
  the	
  school	
  and	
  
the	
  nonprofit.	
  This	
  shared	
  practice	
  is	
  common	
  among	
  
charter	
  schools.	
  Commissioners	
  raised	
  concern	
  about	
  
this	
  practice	
  due	
  to	
  the	
  fact	
  that	
  the	
  non-­‐profit	
  is	
  also	
  
the	
  schools	
  lessor.	
  	
  

The	
  nonprofit	
  has	
  already	
  hired	
  its	
  own	
  bookkeeper	
  
and	
  training	
  is	
  taking	
  place	
  this	
  month.	
  	
  COMPLETE.	
  

The	
  school	
  and	
  a	
  staff	
  member	
  of	
  the	
  supporting	
  
nonprofit	
  had	
  access	
  to	
  the	
  school’s	
  bank	
  VISA	
  and	
  
Lowe’s	
  credit	
  cards	
  for	
  the	
  purchase	
  of	
  property	
  
maintenance	
  supplies.	
  Purchases	
  are	
  reviewed	
  and	
  
approved	
  by	
  the	
  school’s	
  bookkeeper	
  and	
  if	
  necessary	
  
the	
  non-­‐profit	
  is	
  invoiced.	
  

	
  The	
  nonprofit’s	
  access	
  to	
  the	
  VISA	
  and	
  Lowes	
  credit	
  
cards	
  has	
  been	
  removed.	
  	
  COMPLETE.	
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The	
  nonprofit	
  has	
  a	
  total	
  of	
  five	
  rental	
  units	
  on	
  its	
  38-­‐
acre	
  property	
  some	
  of	
  which,	
  but	
  not	
  all,	
  are	
  rented	
  to	
  
school	
  employees.	
  	
  Because	
  available	
  rentals	
  in	
  West	
  
Hawaii	
  are	
  very	
  scarce,	
  the	
  on-­‐site	
  rentals	
  help	
  with	
  
teacher	
  retention	
  and	
  continuity	
  in	
  the	
  educational	
  
program.	
  Some	
  commissioners	
  expressed	
  concern	
  
about	
  this	
  arrangement.	
  	
  	
  

This	
  issue	
  was	
  reviewed	
  by	
  the	
  school’s	
  legal	
  counsel,	
  
who	
  saw	
  no	
  legal	
  or	
  ethical	
  problems	
  with	
  this	
  
practice.	
  	
  The	
  school	
  has	
  no	
  power	
  regarding	
  the	
  
nonprofit’s	
  determination	
  of	
  rental	
  cost	
  or	
  selection	
  of	
  
renters.	
  No	
  school	
  employee	
  is	
  providing	
  in-­‐kind	
  
services	
  in	
  exchange	
  for	
  rent	
  and	
  each	
  renter	
  has	
  a	
  
legal	
  lease.	
  The	
  units	
  are	
  not	
  rented	
  exclusively	
  to	
  
school	
  employees	
  as	
  evidenced	
  by	
  past	
  and	
  current	
  
non-­‐employee	
  tenants.	
  COMPLETE.	
  

The	
  nonprofit	
  operates	
  an	
  AmeriCorps	
  program	
  
designed	
  to	
  provide	
  the	
  school	
  with	
  up	
  to	
  five	
  
volunteers	
  to	
  assist	
  with	
  infrastructure	
  development	
  
in	
  the	
  school	
  garden	
  such	
  as	
  new	
  rock-­‐walled	
  garden	
  
beds,	
  a	
  vermiculture	
  system,	
  a	
  shade	
  house	
  for	
  plant	
  
starts,	
  and	
  other	
  improvements.	
  Some	
  commissioners	
  
expressed	
  concern	
  that	
  school	
  employees	
  may	
  be	
  
doing	
  AmeriCorps	
  volunteer	
  work	
  during	
  their	
  paid	
  
staff	
  time.	
  	
  

Throughout	
  the	
  history	
  of	
  the	
  nonprofit’s	
  AmeriCorps	
  
program,	
  almost	
  all	
  of	
  the	
  AmeriCorps	
  volunteers	
  
providing	
  services	
  at	
  the	
  school	
  have	
  been	
  school	
  
parents.	
  In	
  the	
  event	
  that	
  a	
  school	
  employee	
  may	
  
engage	
  in	
  AmeriCorps	
  volunteer	
  work,	
  those	
  volunteer	
  
hours	
  are	
  always	
  outside	
  of	
  their	
  regular	
  paid	
  hours.	
  	
  
Non-­‐issue;	
  COMPLETE. 
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