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Glossary of Abbreviations, Acronyms and Terms 

BAN 

CAFR 

CAGR 

ClP 

COR 

CMAQ 

DBOM 

DTS 

FFGA 

FMOC 

FTA 
FTE 
GMP 

GAN 

GOP 

GET 
G.O. 

HART 

HHCTCP 
HTAX 
New Starts 

NTD 

PMOC 

SCC 

§5307 

§5309 

TECP 

VRM 

YOE 

Bond anticipation nOle 

Comprehensive Annual Financial Repon 

Compound Annual Growth Rate: the constant rate of change ~r yc:u that, when applied 
to the first value in a time series and each succeeding year, would yield the actual final value 
in that series. Also known as the average annual fatc of change. 

Capitallmprovcmcnr Program 

Council on Revenues 

Congestion Mitigation and Air Qualiry Program 

Deslgn-Build-Opcratc-Mainrain, a type of procurement 

City of Honolulu Transportation Scrvia:s Department 

Full Funding Grant Agreement 

Financial Management Oversight Contractor 

Federal Transit Administration 

FuB-time equivalent cmploy~ 

Generally aca:pted accounting principles 

Grant anticipation note: 

Gross domesric product 

General c:xcise rax 

GeneraJ obligation 

Honolulu Authority for Rapid Transit 

Honolulu High upaciry Transit Corridor ProjeC( 

Hawaii Department of Taxation 

Part of the §5309 program rdaring to the funding of new fixed guideway projects 

NationaJ Transit Database 

Project Management Oversight Contractor 

Standard Cost Category. used in breakdowns of project COst 

Urbanized Area Formula Grant Programs 

Includes (1) Discretionary progr:am to supplement formula funding for buses and bus­
related facilities in both urbanized and rural areas; (2) discretionary program for new starts 
projects; and (3) a formula funding program fot fixed guideway modernization (FGM). 

Tax-exempt commercial paper 

Vehicle revenue mile 

Year-of-Expenditure (denominates dollars in the year they arc expended; contrast with (on­

stant doUaTi. wherein dollars in multiple years are expressed in terms of their buying power 
in a single year, e.g., 2010 dollars). 
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1. Summary 

, 

l!t 
fQJqEA Ii ASSOCIATES. INC. 

This document presents a fin.nci.l c.pacity assessment of the City & County ofHo­
nolulu (hereafter, "the City") in preparation for final design approval for the Honolulu 
High Capacity Transit Corridor Project ("rhe Project"), 

The Project is a 20. I-mile elevated rail line, using light merro technology incorporating 
automatic train comrol. A description of the Project is provided in seclion 2. 

The Honolulu Authority for Rapid Transportation (HART) became effective on July 
I, 2011. HART is a semi-autonomous authority created by the City to manage the 
construction and operation of the Project. The City's Department of Transportation 
Services, Public Transportation Division, will continue to manage bus and demand 
response services provided under contract by Oahu Transit Services. Inc. A description 
of these entities is provided in section 2. 

The Project is estimaled to cost $5,126 million in year-of-expenditure dollars, inclusive 
of financing costs. This estimate was confirmed by the Project Management Oversight 
Contractor (PMOC) in December 2011. The estimate is explained in section 3.1. 

The Project cost estimate is assumed to be funded by §5309 New Starrs funds toral­
ing $1,550 million. This report assumes these funds will be available according 10 the 
schedule in Appendix A 10 this report. The remaining funds include: a 0.5 percent 
county surcharge on the Stare of Hawaii 4 percent general excise tax (aka GET sur­
charge), providing $3,322.1 million; §5307 Urbanized Area formula grants ($244 mil­
lion); and an American Recovery and Reinvestment Act grant ($4 million). All except 
the §5309 New Stam funds have been committed. The Project is scheduled to begin 
partial revenue service in December 2015, and would fully open in March 2019. 

This report analyzes the reasonableness of the Project financial plan, and a long-term 
financial plan for all rransit services 10 be operated by HART and the City through 
2030. The financial plan is dated September 2011. 

This assessment finds: 

• At this time, there is no additional capacity in the Project financing plan 
to fund Project COSt increases or to mitigate other adverse events . Cash 
balances are minimal and debt service coverage is low. Please refer [0 sec~ 
tion 3 for details. 

• The City provides highly-utilized transit services, but experienced high 
growth in locally-funded subsidies (10.9 percent annually, 2005-2010), 
and has not kept up with Aeet replacement needs, indicated by an average 
bus Aeet age of 10.2 years. Please refer ro section 5 for supporting infor­
mation. 

• The operating and capital financial plans require a greater relative degree 
of City financial support than has historically been the case, which could 
be pushed yet higher if an optimistic subsidy forecast is not realized. 
Please refer to section 5 for supporting details. 
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pOKlD Ii ASSOCtATfS. INC. 

• Stress tests petformed on the Project financing plan including a 10 percent 
increase in Project cost and a 4.3 percent GET surcharge growth rate 
(post-20 12) instead of the 5 percent growth assumed in the financial 
plan could increase City funding requirements by $709 million and $\03 
million, respectively, totaling $812 million. While the financial plan 
submitted by HART describes options that could be pursued to ob,.in ad­
ditional revenues should they be needed, such as an extension of the GET 
surcharge past its current sunset date or implementation of value: capture 
mechanisms, additional state andlor city approval. would be required. 
Please refer to section 6. 1 for supporting information. 

• Stress tests performed on the operating subsidy forecast for TheBus and 
TheHandi-Van services indicate tha< subsidies could potentially increase 
by 22 percent ($1,011 million), 2011-2030, compared to the City's 
forecast . The higher subsidies reflect the mess test's use of a higher rate 
of growrh for operating cost per vehicle revenue mile (e.g., 4. 1 percent for 
TheBus) than assumed in the City's financial plan (2.8 percent), but less 
than the historical growth rate (5.2 percent). The higher level of subsidy 
may be unaffordable. However, Mayor Carlisle, in a letter to ITA Ad­
minislrator Rogoff, indicated that "the City will maintain its historical 
commitment to fully fund The Bus operation and services ar its current 
level and with planned enhancements." City Council Chair Martin also 
indicated to FTA that "adequate funding for TheBus must remain in place 
not only during the rai l transit project's construction, bur well into the fu­
ture: ... " Please refer to section 6.2 for supporti ng information on the stre:ss 
tests. 

11 is recommended that: 

I . The operating cost estimate for the Project be revised to include all rd ­
evant HART board and staff activities. 

2, Prior to an FFGA, HART should revise the assumptions used to estimate 
Project financing. ITA appreciates that HART used very conservative fi­
nancing rate assumptions in rhe current plan to help demonstrate fin ancial 
capaciry. bur this has the effect of over-estimating the cost of financing 
and potentially arti ficially increasing the project cost. Interest rate as­
sumptions and other factors affecting debt capacity (e.g .• coverage require­
ments) should be consistent with the then-current market outlook. 

3. The Ciry should revise and amend its financial plan to address other items 
cieed in section 8, perhaps most importantly its capaciry to fund Project 
cost increases or funding shortfalls from resources that require no further 
approvals. 

t SUllllflalj 
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2 Scopa ill the Assessment 

2. Scope of the Financial Capacity Assessment 

This section brieRy doscribes the project and the project sponsors, and describes the 
limitations of data and the reporL 

2.1 PROJECT DESCRIPTION 

The Honolulu H igh CapaciryTransit Corridor project ("the Project") is a 20. I-mile, 
dual-track raittine that will provide frequent service betWeen East Kapolei and the Al. 
Moana Center in downtown Honolulu. T he guideway will be primarily on elevated 
Structure (t 9.5 miles). The 21 stations included in the Project will all be 10ca[Cd on 
a~rial structure. 

The Project alignment is shown in Exhibit 2-1, following page. 

The Project is expected to be constrUCted in phases. The first phase wiD be the portion 
between East Kapolei and Aloha Stadium, and will also include construction of the 
vehicle maintenance and storage facitiry. The second phase will constructed from A1oh. 
Stadium to Middle Street and the final phase will continue to the Ala Moana Center. 

Cost estimates for the Project presented in this Financial Plan reRect a steel wheel on 
steel rail . utomated technology, operating primarily on elevated guideway using high 
Roor vehicles and a barrier-free fare collection system. 

The rail technology for this Project is known as "light metro rapid transit", with fully 
automatic (driv~rless) train COntrol. Train consists are typically shan - two to three 
cars - allowing quick acceleration and deceleration. 

The Project is currently scheduled to open in March 2019. The average we~kday trips 
in the first full year is forecast to be 97,000. Ridership is forecast to grow to 116,000 
trips in 2030. Project costs and financing are described in Section 3 of this report. 

2.2 PROJECT SPONSOR 

pORTO. fj ASSQCIATlS. INC. 

The Project is sponsored by the Ciry and Counry of Honolulu, hereafter referred to as 
the Ciry, acting through the Honolulu Aurhoriry for Rapid Transportation (HART). 
HART became effective in July 20 II, and is described more fully in Section 2.2.2. 
Motor bus and paratransit services will continue to be managed by the Ciry's Public 
Transit D ivision, in (he Department ofTranspona(ion Services. These services are 
operated by contract with Oahu Transit Services, Inc. 

prepared for the Federal Transit Administration 
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2 S[;ope of tile Assessment 

Ex~lblt 2·1: Project AII,lIIIIent 

2.2.1 CIty & County of Honolulu 

Tho City is a body poli.ic and corpora.o, as provided in Sec.ion \-10\ of.he Revised 
Chart« of the City and County of Honolulu 1973, as amended. The City is the des­
ignated recipiont of FTA Urbaniu:d AIea Formula Funds apportioned to the Honolulu 
and Kailua-Kaneohe urbanized areas. 

The City's governmental struc.ure consists of .he Legisla.ive Branch and .he Execu­
.ive Branch. The legisla.ive power of .he City is vested in and exercised by an elected 
nine-member City Council whose terms are staggered and limited to no more than two 
consecutive four-year terms. The executive power of the City is vested in and exercised 
by an elected Mayor, whose term is limited to no more than two consecutive four-year 
terms. 

The City is au.horized under Chap.er 51 of the Hawai'i Revised S.atutes '0 "acquire, 
condemn, purchase. lease. conSlCuct, extend, own, maintain, and operate mass transit 
systems, including, without being limited to, motor buses, street railroads, fixed rail 
facilities such as monorails or subways. whether surface, subsurface, or elevated, taxis . 
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Z Scope 01 the Assessment 

and other forms of transportation for hire for pa.ssengers and their personal baggage." 
This authority may be c. rried out either directly, jointly, or under contract with private 
parties. 

Transit services are currently provided through the City's Department ofTranspona­
tion Services' Public Transit Division. Sec section 2.2.3 for additional information on 
the management of the City's current transit services. 

The City funds bus and paratransit operations through transfers from its General Fund 
and from its Highway Fund. Transit capital expenditures, other than those funded 
through Federal grants, are funded primarily from the proceeds of general obligation 
bonds issued by the City pursuant to its capital improvement program. 

Local funds for the Project are provided primarily by a 0.5 percent county surcharge 
on the existing State of Hawaii 4 percent general excise tax (aka GET surcharge) . This 
surcharge was enabled by Hawaii Revised Statutes (HRS) chapter 46, which authorizes 
counties to levy up to a 1 percent surcharge on the same activities that arc: subject to 

the State 4 percent GET. The GET surcharge was implemented by City Ordinace 
05-027 on August 10, 2005. The ordinance specified that the GET surcharge would 
be levied at the 0.5 percent rate, commencing on January 1, 2007 and terminating on 
December 31,2022, consistent wirh State legislation (HB 1309). 

The uses of the GET surcharge are restricted by State law to the "Operating or capital 
costs of public uansponation within each county for public transportation systems, 
including public buses, trains, ferries, pedestrian paths or sidewalks, or bicycle paths." 
The City's implementing ordinance further restricts the uses to "operating or capital 
costs of a locally preferred alternalive for a mass transit project" and forbids the funds 
to be used "to build or repair public roads or highways or bicycle paths, or to support 
public transportation systems already in existence prior to the effective date of Act 247, 
Session Laws of Hawaii, Regular Session of2005." 

Revenues from the GET surcharge are collected by the State, which retains 10 percent 
of the revenues for administrative purposes. The remaining revenues arc transferred 
quarterly to the City's Special Transit Fund, managed by HART, described in Section 
2.2.2. As explained in Section 3 of this report, most of the local capital funds applied 
to the Project will derive from general obligation bonds issued by the City. GET sur­
charge revenues will be used to service this debt. 
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2. Scope 01 the Assessment 

2.2.2 Honolulu AuthorIty for RapId Transportation 

HART assumed the duties and responsibilities of the Rapid Transit Division (RTD) of 
the City's Department of Transportation Services (DTS) with respect to the Project. 

The creation of HART was enabled via a November 2010 voter-approved amendment 
to the Charter of the City and County of Honolulu. The charter amendment was 
initiated by resolution of the City Council (09-252, CD 1). The question submitted to 
vOlers was "Shall the ReviStd City ChaTttr be amtnded to CTtatt a Stmi-autonomous public 
transit authority rtJpomibit for Iht planning, construction, oprralion. maintrnanct. and 
expanJion of the Citys fixed guideway lIltUS transit systtm?" Sixty-three-point-six (63.6) 
percent of the voters responded affirmatively, thus authorizing HART's creation. 

The powers and duties of HART are specified in City Council Resolution no_ 09-252, 
CD 1. The resolution confers broad powers to HART, within the scope of the chaner 
amendment question above. However, the ultimate power to approve line-item appro­
priations and bond sales proposed by HART remains vesled in the City Council. 

The HART Board of Directors consists of nine voting members. and one non-voting 
ex-officio member (the City's Director of Planning and Permitting). The nine voting 
membersindude: three members appointed by the Mayor; three members appointed 
by the City Council; the City's Director of Transportat ion Services; the State's Direc­
ror ofTransponation; and a ninth member to be selected by the appointed and by-law 
members. An interim Executive D irector has been appointed. while a national search 
is underway co fill the posilion permanendy. Current HART staff are essentially the 
staff of the former DTS Rapid Transil Division. 

During its fi rst fiscal year (FY 20 12, ending June). HART will continue co utilize the 
City's business systems and administrative prac£1ces. Memorandums of Understand­
ing with Ihe City departments are being created co set forth Ihe scope and terms of the 
services to be provided. This support from the City should enable HART to achieve 
a quick startup. During FY 201 2, HART will evaluate Ihe extent to which il should 
develop its own business systems. 

2.2.3 PubliC Transit Division of the Department of Transportation Services 

The Public Transi t Division (PTD) of the Department of Transportation Selvices 
(DTS) will continue to be responsible for managing the City's fixed route bus and 
paratransit services. T he City's fixed route bus system is referred to as "TheBus"; para­
trans it services are referred to as "ThcHandi·Van". All transit services operate across 
the entire island of Oahu. T heBus and TheHandi-Van are operated under contract by 
O'ahu Transit Selvices, Inc. (afS). 
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2 Scope 01 the Assessment 

2.3 LIMITATIONS OF OATA AND THE REPORT 

The assessment presented herein relies on documents supplied by ,he City, describ-
ing historical revenues, expenditures, assets. and liabilities. as well as a financial plan 
prepared initially in April 201 I, and revised in Sep,ember 2011. The I.ner pl.n was 
based on ,he City's revised Project cost es,imate, confirmed by ,he PMOC in Decem­
ber 2011. Additional details regarding ,he Project cost es,imate are provided in sec,ion 
3. 

The FMOC acknowledges ,hat, by ,heir nature, financial forecasts assume ,he occur­
rence of future events thac are unlikely to occur exactly as planned. Variances between 
assumed and actual outcomes may occur and could be material. 

The Sep,ember 2011 financial plan, including supplemental information submined by 
,he City, generally conforms '0 FTA Guidelines for Transi, Financial PI.ns. 

The FCA included a review of ,he reasonableness of ,he forecast assump,ions used 
in the City's financi.1 plan, focusing on the contrast between these assumptions and 
historical trends, in the context of current economic conditions. The assessment care­
fully examined bur did nor attempt to fully proof ,he forecast methodology. Where 
appropriate. the risks posed by potential variation in these material assumptions were 
evaluated. These risks are described in section 6, Stress Tens_ 
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3. ProJc cl Fln;JRclng Plan 

3. Project Financing Plan 

, 

l!t 
POk1U.1i ASSOCIATES. INC. 

This section of .he report describes .he Project budget, cash flow, and .he City's capac­
ity to accommoda.e higher costs or funding shortfalls. The ptimary local funding 
source fot the Projee< is the 0 .5 percent surcharge on the State of Hawai i general excise 
.ax (the "GET surcharge"). The Project and the GET surcharge were described in 
section 2. 

The key findings presented in th is section are as follows: 

• The Project cost estimate is $5,126 million in year of expenditure (YO E) 
dollars. This figure includes bids awarded or sdected to date, as well as 
financing costs incurred through completion of the Project (March 2019). 

• The Project cost estimate is assumed to be funded from §5309 New Starts 
funds ($1,550.0 million, 30.2 percent), GET surcharge r<venues and 
bonds ($3,322.1 million, 64.8 percent), §5307 Urbanized Area funds 
($244.0 million, 4.8 percent), interest earn ings ($5.1 million, 0.1 per­
cent), and an ARRA grant ($4.0 million, 0.1 percent). All the non-§5309 
New Starts funds are committed. 

• The financing costs amibuted to the Project ($247 million) are conserva­
tive. Interest rate assumptions should be revisi ted prior to a FFGA for this 
Project. 

• At this time, there: is no additional capacity in the: Project financing plan 
to fund Project cost increases, or to mitigate other adverse events. Cash 
balances are minimal and debt service coverage is low. 

The City iden. ified twO specific options in its fi nancial plan to provide additional rev­
enues to the Project, but both options require additional approvals: (i) extending the 
GET surcharge past its sunset date, which would require action by the Slale legislature 
and .he City Council; and (i i) implementing value capture mechanisms, such as special 
improvement districts and tax increment financing, bOlh of which Ihe City is autho­
rized to implement on action of the City Council. T he supporting analyses presented 
by the City are technical in nature; it is unclear how much political support exists or 
would exist to gain the necessary approvals. 

Additional details on the Project budget, cash flow, and capacity to accommodate 
higher Project cost ace presented in the remainder of this section. 
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J PrOIl~cl FinancIng Plan 

3.1 PROJECT BUDGET 

As noted in the key findings for section 3, the City's proposed Project cost estimate is 
$5,126 million in YOE dollars , consisting of$4,879 million in capital costs and $247 
mill ion in financing costs. The fi nancing cost estimate was included in the Septem­
ber 2011 financial plan. Details on the sources and uses offunds are provided in the 
remainder of section 3.1. 

3.1.1 Sources offunds 

The sources of funds for the Project are depicted in Exhibit 3-1 (following page). An 
annual breakdown of the funds, in the format of Attachment 6 to the FFGA, is pro­
vided in Appendix A. 

Federal funds 

The bulk of Federal funds assumed to be appl ied to the Project is from the §S309 New 
Starts program, with additional funds coming from §S307 Urbanized Area formula 
funds for the Honolulu area, and from a previously awarded ARRA grant. 

§5309 New Starrs funds are assumed to be $ I,S50 million, as follows: 

• $20.91 mill ion apportioned to dare 

• 224.08 million in City FY 2012 (ending June) 

• $250 million in each of fiscal years 2013-20 IS 

• $228.48 million in FY 20 16 

• $191.63 million in FY 2017 

• $98.33 million in FY 2018 

• $30.03 million in FY 20 1 9 

• $6.S4 million in FY 2020 

§5309 New Starts funds total 30.2 percent of total Project COSt. 

§5307 Urbanitcd Area formula funds total $244 million, or 4.8 percent of total Project 
funds. These funds range from a low of$32 million in FY 2013 to a high of$39 
million in FY 2019. These funds are committed to the Project in the Statewide 201 1-
2014 Transportation Improvement Plan. 
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J. Prolect FinanCin g Plan 

Exhibit 3·1: Sources of Project Funds ($5,126 mil., y-o-e) 

GET surcharge· cash, 
$2,410.8 
47.0% 

IDllrce: Sept. 2011 Financial Ptan, Table A·1 See Appendix 0 lor dalai/s. 

- .., 

§5309 New Slar1s. $1,550.0 
30.2% 

Urb. Are .. $244.0 
4.8% 

__ ._ ARRA, $4.0 
0.1% 

GET lurcha'll. · bonds, 
$911.3 

Interest earnings, $5.8 
0.1% 

17.8% 

The City of Honolulu was awarded a $4 million grant in the American Recovery and 
Reinvestment Act (ARRA) that has been applied to the Project, accounting for 0.1 
perant of Project funds. 

All told, Federal funds total $1.798 million, or 35.1 percent of total Project funds. 

Locallund. 

Local funds are provided almost entirely by the GET surcharge. consisting of $2,41 0.8 
million in cash. and $911.3 million in bonds that would be outstanding at comple­
tion of the Project in 2020. The cash portion includes a cash balance of $341 million 
at the beginning of FY 2011 Guly). These figures are net of tax-exempt commercial 
paper (TECP) and bond anticipation notes (BANs) issued for cash Row purposes, all of 
which would be either repaid with cash or refinanced with G.O. debt prior to Project 
completion. The bonds outstanding at Project completion would be repaid from GET 
surcharge revenues collected through the sunset date (December 31, 2022). In all. the 
GET surcharge would fund $3.322.1 million (64.8 percent) of the Project COst. Please 
refer to section 3.3 for an analysis of the GET surcharge forecast and its effect on ca­
pacity to accommodate higher Project COSIS. 

Interest earnings on cash balances are forecasted to provide another $5.1 million for the 
Project, equivalent to 0.1 percent of Project funds. 
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J PrOlett Fln,,"clng PI"n 

3.1.2 Uses olfunds 

The current Project cost estimate is $5.126 million in YOE dollars. This estimate was 
confirmed by the PMOe in December 2011. This estimate includes financing costS 
of $247 million. Additional derails on the Project cost estimate and financing costs are 
provided in the temainder of section 3.1.2. 

Currenl Pro/set CDSI Esllmals 

The current Project cost estimate is based on the July 2011 Project cost estimate that 
totaled $5.212.8 million in YOE dollars. A bteakdawn of the July 2011 cost estimate 
is shown in Exibit 3-2. The see worksheet backing this exhibit is included as Ap­
pendix B to this report. The financing costs cited in the exhibit and Appendix B ($230 
million) were documented in the City's April 2011 financial plan. 

The July cost estimate reHected bids awarded or selected by that date. Preliminary 
engineering estimates were used for Project clements that had not yet bocn bid. A 
breakdown describing the bases for the July 2011 Project cost estimate is provided in 
Exhibit 3-3. 

Subsequent to the July 2011 estimate. the City proposed scope modifications to reduce 
capital costs by $104 million (to $4.879 million from $4.983 million) along with 
a $17 million increase in financing costS (to $247 million from $230 million). This 
resulted in an overall change in cost of $87 million. 

A breakdown of the changes in capital costs in {he current Project cost estimate versus 
[he July 2011 estimate is presented in Exhibit 3-4. 

In December. the PMOe issued a reporr confirming the revised Project cost estimate 
of $5.1 26 million. T he revised estimate. however. was not available in the sec work­
sheet format at the time of (his reporr. 

The September 2011 financial plan is based on a Project cost estimate totaling $5 .126 
million in YOE dollars. 
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3 PrDpl&1 Financing Plan 

Exhibit 3-2: Uses of Project Funds. July 2011 estimate (15,212.8 mil., , .... , 

90 UNAlLOCATED 

C~.I""'-\ 
70 VEHIClES. $2f15 .. 

100 FINANCE CHARGES, sm.' 
.~ 

&GROW, lAND. vusnNG 
IMPROvatENTS, $241.9 , .. 

50 SYSTEMS,"" , . _~ , .. 
20 sTAnONS, STOPS, 

I 
S81U ,,,., 

40 SITEWORK & SPECIAL 1 
CONDITIONS, 51.021.5 .... 

exhibit 3·3: 

30 SUPPORT F"'CILmes~ 
YAROS. SHOPS, ADMIN. BLOGS, 

'flU 

'" 

-
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J. PrOJl~cl FlnJnclng pr3n 

Exhibit 3-4: 
Changes in the Current Project Capital Cost Estimate vs. July 2011 estimate 

Af/l'cted 
IIl'm DC~Cflpllon 2011$M VOE$M sec 

April ZOll Draft Fln.nd.1 PI.n C'pltal Cost Estlm.te $4.346 $4.983 
Alignment Iteflnements: Move column matlons iilt Pearl Harbor and 

Guideway 
Less: Middle Street; lower the gUldewav profile through the Pearl Harbor 4 5 

Interchanse. 
(SCe 10) 

Less: 
Modify Guideway Emergency Access Provisions: Adjust emergency 

12 14 
Guideway 

walkway heilht and mod ify emergency rMumlnatkJn. (SCeIO) 

Less: 
Ala Moami Center Station: Adjust station location within Ala Moana 

3S 46 
Stations 

Center (SCe 20) 
Modify Escalator Placement Criteria : Provide escalators where the 

Stations 
Less: rise from street to concourse Is 16 feet of greater and where SOO or 13 16 

(SCe 20) 
more passengers are antk ipated in the peak hour. 

Less: 
East Kapolei Station: El iminate pedestrian bridge across Kualaka 'i 

7 8 
Stations 

Parkway and entrance on far side of Kualaka'j Parkway. (SeC 20) 

Less: 
Pearl Highlands Station: Redesign Klss-and·Rlde area and eliminate 

16 19 
Stations 

pedestrian bridge across kamehameha Highway. (SeC 20) 
Total Cost Reduction Mt.sures $87 $108 
UH West O'ahu Station: Defer pedestrian bridge over Kaloi Channel 

Stations 
Plus: and station entrance at that location and provision of parking on the 0 3 

(SCe 20) 
far side of Kalal Channel until FV2020 

Plus: 
Ho'opifj Station: Reduce station footprint and defer placement of 

0 2 
Stations 

canopy to FV2020. (SCe 20) 

Tot.1 Net Effect of Deferrals on C.pttal Cost (due to Inflation) $0 $. 
September lDll Revised Draft financial Plan Capital Cost Estlm.te $4,259 $4,879 

Difference with April 2011 Draft Financ ial Plan (March 2011 estimate) (S87) (SI04) 

FInancing costs 

The City envisions a combination of grant anriciparion notes (GANs), tax~c:xempt 
commercial paper (TECP). bond anticipation notes (BANs). and general obligation 
(G.O.) bonds to meet the cash flow requirements of the Projec!. 

The debt structure is affected by three provisions of State law. 

First. the bonds to be issued for the Ptaject are essentially revenue bonds. since the debt 
is to be serviced by the GET surcharge. but according to the financial plan a provision 
of the State constitution requires the bonds to be construed as G.O. debt. Thus. these 
bonds are subject to statutory limitations on G.O. debt as well as debt affordability 
guidelines adopted by the City. 

Second. stare law requires level annual G.O. debr service payments. Thus. repayment 
of principal cannot be extended '0 the post-construcrion period. and interest may no. 
be capitalized. 
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J PIOletl FInancIng P13n 

Third, the sun",t date for the GET surcharge effectively requires the maturity of the 
Project's G.O. debt to not extend past the final transfer of funds to the City from the 
Hawaii Department of Taxation, currently envisioned to the third quarter of FY 2023. 

The debt structure is designed to minimize interest cost and GET surcharge-funded 
debt, while meeting the Project's cash How n«ds: 

• Interest cost is minimized by using the , hortest terms possible, which 
under normal circumstances translate to lower interest rates. 

TECP would be issued first, in 2013, and would be rolled over at frequen­
cies not exce<ding 360 days. 

• BANs would be issued for terms of a year or less, then would be paid from 
proceeds of a G.O. bond sale. 

• GANs would be issued to finance Federal participation in the Project, thus 
reducing the cash How financing requirements thO[ otherwise would ncod 
to be supported with GET surcharge revenues. 

Financing costs include issuance costs and interest paid through the last installment of 
§5309 New Starts funds, anticipated [Q occur in FY 2020. Issuance cost is assumed to 

be 0.75 percent for G.O. bonds and 0.5 percent for BANs, but included in the inter­
est rate for TECP. The financial plan assumes an interest rate on long-term debt of 
4.5 percent (average tetm 5.8 years). Interest rates on BANs (I-year !erm) and GANs 
(average 5-year term) are assumed to be 3.0 percent. while rates on TECP (less than 
one yoar term) are assumed to equal 2.5 percent. 

The City's current bond rating is AA+. Current AA yields for the maturities assumed 
in the financial plan are as follows: 1.72 percent for a six-year term; 1.28 percent for a 
five-year term; 0.22 percent for a one-year term. These arc all considerably lower than 
assumed in the financial plan. Although municipal bond yields are near historical lows, 
the City's assumed G.O. bond rate still appears consetvative. For example, over the 
past five years, yields Dn six-year maturities have averaged abDut 3 percent. The City's 
assumption on short~term (i.e., I ~year) rates is reasonable compared to the average over 
the past five ye.,s (2.7 percent). 

The financing CDsts attributed to the Project ($247 million) are cDnservative. The 
interest rate assumptions Dn which the financing costs are calculated should be revisited 
priDr tD a FFGA for this Projecr, in the context of then-current trends. 
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3.2 PROJECT CASH FLOW 

POkIP (i ASSOCIATtS. INC. 

The cash How forecast for the Project, from FY 2011 (June 30) to FY 2020 is shown 
graphically in Exhibit 3-5 (following page). Sources of funds are shown as Slacked 
positive values (above the X-axis), and uses of funds are shown as stacked negative 
values (below the x-axis). The year-end cash balance is indicated by the red line. The 
annual data backing this chart are shown in tabular form in Appendix D. 

The Project had a FY 20 11 beginning cash balance of approximately $341 million. 
This had been accumulated from GET surcharge revenues collected since the inception 
of the rax (January 2007), net of Project expenses. 

Other sources of funds How into the Project as described in section 3.1.1. The cash 
How includes short-term financing in the form ofTECP, BANs. and GANs. Because 
the short-term debt is refinanced or repaid during the construction period, the pro­
ceeds that contribute to the cash How are shown simply in the exhibit as "debt proceeds 
net of refinancing." The short-term debt includes $1 00 million in TECP. to be issued 
in 2013, and rolled over until refinanced in 2019. This would be managed within the 
Ciry's current $200 million TECP. BANs would be issued annually 2015-2018, with 
a maximum of$134 million oUlSlanding. Each issue is assumed to be refinanced or 
otherwise paid down within a year. GANs would be issued 2013-2015, with a maxi­
mum of $537 million outstanding. 

The ending cash balance is forecast to fall to $95 million at 2012, then to virtually zero 
through the end of construction (2019). A $7 million ending cash balance is projected 
at 2020. This indicates, under current revenue and borrowing assumplions. that no 
additional cash is available to apply to Project COst increases. 

The debt to be issued in suppOr! of the Project is summarized in Exhibit 3-6 (following 
page). 

The top half of the table presents GET surcharge-funded debt, which is construed as 
G.O. debt. This debt would accumulate!O a maximum of$1 ,061 million outstand­
ing at 2018. GET surcharge revenues would provide a minimum of 1.1 gross coverage 
(i.e" revenues divided by debt service) through 2023, the final malUriry of the bonds. 

The bottom half of Exhibit 3-6 presents GANs that would be funded by §5309 New 
Starts grants to the Project, probably rdying on rhe FFGA as evidence of Federal com­
mitment. GANs structured in this way have other precedents nationally (e.g., BART 
Extension to SFO). As noted earlier, the GANs would accumulate to a maximum of 
$537 million in 2014. §5309 New Starts revenues would provide l.Ox coverage on 
GAN debt service beginning in 2015, and would remain at I .Ox coverage through the 
final maturiry ofthe GANs in 2019. It is conceivable that a higher coverage ratio may 
be required ro market the GANs. 
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ExhIbIt 3-5: Project Cash Flow 
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Exhibit 3-6: 
Debt and Debt ServIce Coverage 

2011 2012 2013 2014 2015 201 6 201 7 2018 2019 202' 2021 2022 2023 
GET surchwge-fundld debt: 

Debt outsllll1ding aI year end ($mil.) lDO lDO '" '24 991 1,061 902 '94 '" '" (0) 

GET surcharge IIMIfIUI ($InI.) I ,.. 
'" '" 105 '" '" 231 24' '" Z75 289 "" '" Debt service ($ml.)" 

long-term bontb ' 17 145 203 247 2" ,., 
'" BAN inlms\ , , 

CPintertst 3 3 3 
lOla! debe 5eMce 3 12 81 152 201 '" '" '" '" Debt aeMce t::OYe1'8g8. "' " '" 81.9 86.1 18_9 2.' I.' 1.3 1.1 1.3 1.6 1.1 

FFGA-fundtd dtbt: 
fQl'l1lt antIdoatIon notal 

!lobi ""'_ ~ ,.. "'" ($ojl.) 115 537 525 31.2 130 36 (0) ~) 10) ~) 

§5309 New Starts fund. (Smit.) 21 22' 2SO 'SO 2SO 228 '" 98 30 
Deb! servic:I on GANs ($nil.) 5 2SO 228 192 98 30 

Debt s&Mce mverage ratio " " "' .7.9 1.0 1.0 1.0 1.0 1.0 

l OUrce: HHCTCP F"1I'I¥ICIaI Plan. Tabil A,.1 

-. 
1. 11'IClIdtI IflnueI GET surdIIrQI *l!lUes p/I,II ynr«ld CIIh NIInct. 
2. 11'IClIdes ~.ncI inlernt. 
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The low debt service coverage for GET surcharge-funded G.O. debt (J . Ix) and GAN. 
(I.Ox) indicates, on a cash Row basis, that no additional debt capacity exists from these 
sources. 

In summary, there is no c.apacity in the Project cash flow. with respect (Q either cash Of 

debt, to finance additional Project co"'. 

3.3 CAPACITY TO ACCOMMODATE HIGHER PROJECT COSTS 

The standard FCA test of a project sponsor's capacity to accommodate higher ProjeCt 
costs is to identify cash or debt that could reasonably be obtained to fund a 10 percent 
increase in Projecr cost - in this case, an additional $513 million. 

As noted in section 3.2 above, the Projecr cash Row has no excess cash, and the debt 
service coverage ratios indicate there is no additional debt capacity. Thus, there is no 
room in the cash Row to accommodate additional Project cost. 

Moreover, GET surcharge revenues, ifless than forecast, may constrain the City's 
financial capacity to undertake the Project. The GET surcharge revenue forecast is 
reasonable in comparison to an average historical growth ratc. However, because this 
is the predominant local funding source and its growth from year to year can be highly 
variablc as demonstrated by historical collections, this key source ofProjcct financing 
could be a significant risk factor. 

The City identified two specific options in its financial plan to provide additional rev­
enues to the Project, but both options require additional approvals: (i) extending the 
GET surcharge past its sunset date, which would require action by the Stare legislature 
and the City Council; and (ii) implementing value capture mechanisms, such as special 
improvement districts and tax increment financing, both of which the City is autho­
rized to implement on action of rhe City Council. Extension of the GET surcharge 
alone could address a 10 percent cost increase. Value capture mechanisms. based on 
preliminary analysis by the City, have much lower revenue potential, and would need 
co be applied in combination with other sources to address a 10 percent cost increase. 

Additional details on the City's capacity to accommodate higher Project COsts are pro­
vided in the remainder of this secrlon. 

3.3.1 GET surcharge revenue furecas1 

T he G ET surcharge is levied on certain taxable activi ties in the City & County of 
Honolulu, coterminous with the island of O ahu. T he taxable activities correspond to 
[hose of the State GET thar are taxed at a 4 percent rate. Because the GET surcharge 
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is a relarively new tox, filS( collected in January 2007, with a geographically unique tax 
base, (here is no exact long-term series of coIlec(ions against which to compare a fore .. 
casr. However, GET taxable activity on Oahu is known to be highly correlated with 
that of the State as a whole. A long-term historical series does exist for the State 4 per­
cent GET. This series Was assumed to be a reasonable approximation oflong-term tax­
able economic activity on Oahu under the GET surcharge, and was used in this section 
to emblish a historical context for evaluating the GET surcharge revenue forecast. 

Exhibit 3-7 presents actual (1982-2011) and forecast (2012-2023) annual percentage 
changes in GET revenue. The forecast, while labeled as "State", is actually the GET 
surcharge forecast presented in the September 2011 financial plan. The US GDP data 
presenred in the chart are actual through June 2011; the forecast is derived from the 
Congressional Budget Office Long-Term Budget Outlook (June 2011). The exhibit 
also presents the compound annual growth rate (CAGR) for rolling 5-year periods 
from 1981 onwards, for the GET and the US GDP. 

GET revenue growth in the historical period is highly variable, which makes it dif­
ficult to forecast. In fact, in seven-year forecasts prepared by the Hawaii Department 
ofToxation (HTAX) for fiscal years 2000-2006 (the 2006 four-year forecast being the 
last one against which actual results [2010] could be measured), the average forecast 
error ranged from +28 percent (over-forecast) to -18 percent. The forecast error can be 
attributed to the effect of economic bubbles on the Hawaii economy - it benefits from 
discretionary investment and consumer spending. The beginning and end of a bubble 
is notoriously difficult to predicr. 

The GET surcharge revenue forecast results in a 5.6 percent compound annual growth 
rate (CAGR) between FY 2011 (ended June 30) and FY 2022, the last full year of 
GET surcharge collections. The forecast includes a sharp (11.9 percent) increase in FY 
2012, with subsequent years averaging 5.04 percent annual growth - exactly equal to 

the historical rate (1981-2010). The 11.9 percent increase 2011-2012 includes a surge 
in revenues actually collected by the State in FY 20 II but not transferred to the City 
until the first quarter of FY 2012 (ending 30 September). 

The GET surcharge revenue forecast CAGR (5.6 percent) is very close to a forecast of 
the State GET prepared by HTAX in September 2011, pursuant to a forecast of State 
General Fund revenues prepared by the Council on Revenues. HTAX forecasts a 5.5 
percent CAGR in state GET revenues for fiscal years 2011 through 2018. 

The GET surcharge revenue forecast is slightly bullish compared to a forecast of the 
US GDP prepared by the Congressional Budget Office (CBO) in June 2011. CBO 
forecasts 4.9 percent growth (2.8 percent real) between 2010 and 2023. 

In the historical period (1981-2010), US GDP grew 5.6 percent annually, or about 
0.6 points higher than the statewide GET revenues that were used to estimate histori­
cal growth for the GET surcharge (5.04 percent). In this period, the Hawaii GET 
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J, Project Flnantlnq Plan 

Exhibit 3-7: Historical & Forecast Annual Growth Rates, State 4% GET and US GOP 

15.0% ,.--------------------,---------, 

10.0'10 

5.0% I 
00." .1 

.s.o% 

.. 

! , , , 
llCtuBI <-l ~ forecasl 

i 
! 

Slate 4% GET, annlJ31 "do 
US GOP, eonual %6 

--Stl\e 4% GET. 5-yrroing 

--US GOP, 5-yr rolling 

aOlltCtI: 

SlICe 4'110 GET ultlled ~ kd 2Q I I 
fIwdII.,t.'v<IIql20IO; btc:at 
ICiIIId IrOIII GET ~ IorIcnI ill 
~. 201I IINrciII plan. teIecting 2011 

""". 
us GOP II&~ Irorri SEA. ctmnl$ 
_, ~byFMOCIoJtl .. FY 

.10.0% .L-__________________ -'--______ ---' 

III*; 2011g1VMh"""" 04.$'110; 
2012-2023 ,UII GDPb1ta51 Inn ceo, 
c.onven.d 10 cutrer4 yp,g ceo fmc:IsI 
.C~ 

#~~~#~~~~~~#~~~~~~~~# 
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outperformed US GOP during two bubbles - one in the period 1986·1991 associ· 
ated with . building boom, fueled by investment from Japan; and one in the period 
2003·2007, also known as the US housing bubble, fueled by mainland US investors. 
The bubbles can be seen more d early in Exhibit 3-7 in the lines portraying the 5-year 
rolling CAGR. Thus, the Hawaii economy can surge to levels of growth greater than 
the US economy as a whole, but in the past 30 years it grew at a lower rate than the US 
economy as a whole. 

In summary, the G ET surcharge forecast is in the range of what may be considered rea­
sonable. The historical variabili ty in statewide GET revenues suggests that any forecast 
of GET revenues is inberently risky. 
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J, Prolecl FinancIng Plan 

3.3.2 City debt allardablllty guidelines 

The City has established affordability guidelines regarding its use of debt to finance 
capit. 1 projects. mosr recently by Resolurion No. 06-222 in June 20 I O. The guidelines 
are considered by rating agencies when evaluating the City's bond rating. Two of the 
guidelines are relevant to the extent of debt envisioned for the Project: 

• Debt service for general obligation bonds, including self-supported bonds 
and enterprise and special revenue funds, should not exceed 20 percent of 
the City's total operating budget. 

• Debt service on direct debr, excluding self-supported bonds, should not 
exceed 20 percent of the General Fund revenues. 

Exhibit 3-8 illustrates the impact ofProject-rdated debt on the City's pro forma 
perform. nee againsr these guidelines. In the exhibit, the lines indicating the impact of 
Proj<ct-relared debt are labeled as "w/HHCTCP." 

Without Project-related debt, the City would be comfortably within its debt affordabil­
ity guidelines - debt service for G.O. bonds would decline from the current level of 14 
percent of the operating budger, while direct debt would fall steadily from the current 
18 percent of general fund revenues. Notably, these figures exclude sewer revenue 
bonds, which, because they are sdf-supporting and are not G.O. bonds, are not subject 
to the guidelines. This fact i. relevant because the City is ordered under a Consent 
Decree to undertake a major, multi~bjlIion upgrade of its wastewater treatmenr system. 

Proj<ct-related debt would cause the 20 percent threshold for both guidelines to be 
exceeded. Debt service on G.O. bonds would exceed the 20 percent threshold for the 
period 2015-2023 (excluding 2019), and would reach a maximum of 23.4 percent of 
the operating budget. Debt service on direct debt would exceed the 20 percent thresh­
old for the period 2015-2023, and would reach a maximum of28.0 percent of general 
fund revenues. 

In October 2011, the City's Managing Director approved a request by the City's Direc­
tor of Budger and Fiscal Services (also referred to as the chief financial officer or CFO) 
to waive the debt affordability guidelines for Project-related debt. The Managing 
Director is the Mayor's chief administrative aide, and oversees all Executive depart­
ments and agencies. The CFO noted that the guidelines did not contemplate a situa­
tion wherein project-specific, G.O. debt service was funded by a new, special-purpose 
revenue stream. HART has represented that the Managing Director and the CFO are 
duly authorized to suspend the debt affordability guidelines. Therefore, the guidelines 
are not interpreted in this FCA as conStraining the City's ability to issue Proj<ct-related 
debt. 
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Exhibit 3-8: Impact of Project Debt on City Affordabllity Guidelines 

~~%r-----------------------------------------------------~ 
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3.3_3 Options IdBntllied by the City to provide addillonal capacity 

The City identified two sl"'cific options in its financial plan to provide additional rev­
enues to the Project, but both options require additional approvals: (i) extending the 
GET surcharge past its sunset date, which would require action by the State legislature 
and the City Council; and (ii) implementing value capture mechanisms, such as special 
improvement districts and tax increment financing, both of which the City is autho­
rized to implement on action of the City Council. The supporting analyses presented 
by the City are technical in nature; it is unclear how much political suppOrt exists or 
would exist to gain the necessaty approvals. 

These options are more fully described in the remainder of this section. 
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3 PrD/etl financing Plan 

EXlsndlng Ihs GET surchargs 

The financial plan identified the financial shortfall (i.e .• additional cost or reduced 
revenues) associated with several adverse events. Given lhe baseline revenue forecast, 
the number of quarters .he .ax would need to be extended. based on revenues projccted 
for the final quarter of the GET surcharge forecast ($63 million. 3rd quarter. FY 2023) 
would be as follows: 

• A $150 million annual cap on §5309 New Starts funding would produce 
a $33 million shortfall. requiring one addi.ional quarter of revenue collec­
tions. 

• No §5307 funds applied !O the Project would produce a $223 million 
shortfall. requiring four addi.ional quarters of revenue collections. 

• Lower (-1 percend GET surcharge revenues would produce a $118 mil­
lion shortfall. requiring two additional quarters of revenue collections. 

• A \0 percent increase in Project capital cost would produce a $434 million 
shortfall. requiring seven addi.ional quar.ers of revenue collections. 

An extension of the GET surcharge sunser date would require an amendment to S.ate 
law. and to the Ciry implementing ordinance. If past practice is followed. no public 
vote on the ext~nsion would be required. 

Valus caplufO fOlISnuss 

The financial plan identified several oprions (Q capture some gain in real eS[ate value 
associated with ,he benefits conferred by the Project. These options include <ax incre­
ment financing. special improvement districts. and development impact fees. The Ciry 
is specifically authorized to implement the first two of ,hese options (i.e .• Ciry ordi­
nances exist). Council approval would be required for each tax increment district or 
special improvement district that is to be: created. 

To provide an order of magnitude estimate of potential revenue generation from value 
cap'urc. ,he Ciry included in ,he financial plan an analysis of ,he .hree value cap.ure 
concepts in .hree geographic contexts - wi.hin a half-mile radius of each of .he planned 
sta.ions; wi.hin one-half mile of .he corridor alignment (excluding station areas); and 
wi.hin .he broader urbanized area (excluding the station and corridor areas). For each 
of the three concepts. revenue estimates were developed for the three potential areas of 
benefit over a 30-year period (201 2-2048). The revenue streams were converted to an 
estima.e of bond proceeds using very conservative assumptions: 30-year bonds with an 
8.0 percent coupon. requiring a 2.0x gross coverage ratio on annual debt service. The 
Ciry estimated that bond proceeds of $65 mill ion to $95 million could potentially be 
applied to the Project. 

T hese estimates are very preliminary. and additional research would be required !O 

determine if the estimates are reasonable. 
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3 Project Financing Plan 

• • • • 

This section of the report found that Project funds. other than §S309 New Starts 
funds. are fully committed. but that no capacity now exists to fund unanticipated 
higher Projecr costs or funding shortfalls. 

Also. the avail.bility of local funds could be less than planned. The forecasr of GET 
surcharge revenues (the dominant source of local funds) is reasonable in comparison to 

historical trends. but because of rhe hisroric variability in GET growth rares from ye.r­
ro-ye.r rhe forecast could srill be considered slightly risky. A lower amount of GET 
revenue could conceivably be realized. 

In order to provide additional financing capacity. the City may lobby the Srate legis­
lature to amend current law to extend the GET surcharge beyond its current sunset 
date, and may consider implementing value capture mechanisms [Q provide additional 
revenue to (he Project. 
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4. Financial Condition 

The analysis of financial condition presented in this section of Ihe report focused on 
existing transit services - TheBus and TheHandi-Van - including both operating and 
capital programs. The analysis assessed Ihe current condition of these programs, using 
a look-back period of 2005-20 1 0, and identified benchmarks thaI are used to evaluate 
the reasonableness of assumplions backing Ihe financial plan, presenled in seclion 5 of 
this report. 

The analysis of transit operations focused on trends in transit operating subsidies and 
factors contribuling 10 the growth in subsidies, as well as how Ihe subsidies are funded. 
This focus is appropriale because its helps establish Ihe capacity of the City 10 fund 
fUlure operating subsidies. Between 2005 and 2010, Ihere was 7.1 percent annual 
growth in operating subsidies, funded primarily by a 10.9 percent annual increase in 
City operating subsidies. Growth in the City subsidy exceeded Ihe growlh rale for 
IOlal operating subsidies, due 10 a constant level of Federal funds applied 10 prevenlive 
maintenance, which gradually reduced Ihe rel.,ive contribution of Federal funds. The 
overall growth rate in operating subsidies was influenced by service expansion. princi~ 
pally for demand-response services. and unit costs ("e., cose per vehicle revenue mile) 
growing more rapidly (+5.2 percent) than unit passenger revenues (+2.1 percent). 

The capical program.analysis focused on asset age and condition. replacement costS, 

and the capacity to fund capital replacement costs. Transit assets are, in general, in the 
lasl third of Iheir useful life; revenue vehicles are slightly more aged, in Ihe last quarter 
of Iheir useful life (e.g., Ihe bus Reel average age is 10.2 years). Thus, Ihe City faces 
substantial Reel replacement needs. Between 2005 and 2010, capital funds appropri­
ated by Ihe City were almost exactly equal to average annual replacement COsts, bUI 
actual expenditures were 63 percent of appropriations. 

Supporting details on the operaling and capilal program analysis are presented in the 
remainder of this section. 

4.1 TRANSIT OPERATIONS 

POkTO." ASSOCIATtS. INC 

The transit operations analysis focused on factors contributing to the amount of oper­
ating subsidy required 10 fund operalions, as well as growlh in Ihe amount of operaling 
subsidy itself. The results were normalized by vehicle revenue miles (VRM) opera led, 
so Ihat the rale of growth in operaling subsidy and its contributors can be used 10 as­
sess the reasonableness of assumptions for like variables in Ihe opera ling financial plan, 
<valuated in seclion 5.2 of Ihis report. 
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4. Financial Condition 

A summary of the oporating trends is shown in Exhibit 4-1 (following page), which 
presents the compound annual growth rate (CAGR) for the operating subsidy per 
VRM and its major contributing components. 

Honolulu transit operating subsidies gtew at a 7.1 porcent annual rate between 2005 
and 2010. On a unit basis (i.e., operating subsidy per VRM), operating subsidies grew 
at 6.4 percent annually. The transit operating measures contributing [0 this outcome 
were as follows: 

• 

• 

• 

• 

• 

• 

Service, as measured byVRM, increased slightly, at 0.7 percent annually, 
Virtually all the increase is anributed to demand-response sorvice (i.e., 
TheHandi-Van). 

Service effectiveness. measured by passenger boardings per VRM. in~ 
creased at 1 percent annually. All the improvement in service productiv. 
iry was attributed to motor bus service (i.e., TheBus); demand-response 
sorvice effectiveness declined during the look-back period. 

Avorage fare revenue per boarding increased by 1.1 percent annually. The 
adult cash fate and monthly pass actually increased at higher rates (4.6 
percent and 8.4 percent respectively), inferring that riders using prepaid 
fare media were making progressively more trips. 

Passenger revenue per VRM increased at 2.1 percent annually, reHecting 
the combined effect of growth in service effectiveness (.1.0 percent) and 
average fare revenue per boarding (.2.1 percent). 

Operating subsidies were funded by the Ci<y (82 percent) and Federal 
formula capital grants applied [0 preventive maintenance, an operating 
expense (18 percent) . 

City operating subsidies increased at a 10.9 percent annual rate between 
2005 and 2010. These subsidies represented 9.7 percent of General Fund 
and Highway fund revenues during that time. 

Additional details on trends in service, ridership & revenue, operating costs, and oper­
ating subsidies are provided in the remainder of section 4.1. 

4.1_1 Service Trend 

The 2005-2010 trend in VRM is shown in Exhibit 4-2 (following page). 

Overall, VRM grew at 0.7 percent annually, rising to 23.3 million VRM in 2010 from 
22.54 million VRM in 2005. 
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4 Fln3nCI31 Condillon 

Exhibit 4-1 : 
Rates of Growth In Selected Transit Operating Statistics, 2005-2010 

7.1% ,----------------------------------, 

6.1% 

1.0% 

exhibK4-2: 
Transit Servlcf. 2005-2010 

2005 2006 2007 
Vehicle Revenue Wes (VRM) (""I 

TheSus 18.39 18.02 17.92 
TheHand<·van 4. 5 4.32 4.61 

lotal system 22.54 22.34 22.53 

Pen:ent of system VRM 
TheSus 81.6% 80.7% 79.5% 
TheHandi·V3n 18.4% 19.3% 20.5% 

source: National Transit Database. see ~ C fOf detaits. 
CAGR = oompouod annual growth rale 

2008 

18.27 
4.83 

23.11 

79.1% 
20.9% 

trend. 2005-2010 
2009 2010 A %A CAGR 

18.40 18.34 (0.04) .o.2% 0.0% 
5.00 4.96 0.81 19.5% 3.6% 

23.40 23.30 0.76 3.4% 0.7% 

78.7% 78.7% ·2.9% ·3.5% .oJ% 
21.3% 21.3% 2.9% 15.5% 2.9% 

prepared 101 Ihe Federal Transit Adminislralion 
January 25, 2012 

page 29 



Virtually all the . ervice growth was vested in TheHandi-Van demand response service. 
which grew at a 3.6 percent annual rate. and 19.5 percent overall between 2005 and 
2010. Service growth for TheHandi-Van stabilized in 2010. 

VRM for TheBus changed very little during the 2005-201 0 period - the average was 
18.24 million VRM. ranging from a high of 18.46 million VRM (+1.2 percent) and 
a low of 17.92 million VRM (-1.7 percent). The amount of service provided in 2010 
(18.34 million VRM) was virtually the same as in 2005 (18.39 million VRM). 

4.1.2 Ridership" Revenue Trend 

The 2005-2010 trend in ridership and fate revenue is shown in Exhibit 4-3. Ridership 
is measured in boardings. which is shorthand for unlinked passenger trips as reported 
co NTD. A boarding occurs each time a person boards a vehicle; thus. a trip involving 
one transfer would result in two boardings. 

To[al ridership (The Bus plus The Hand i-Van) grew by 1.6 percent annually. to 73.95 
million boardings in 2010 from 68.17 million boardings in 2005. TheBus ridership 
grew at faster rate (1.7 percent annually) than did TheHandi-Van ridership (0.9 per­
cent annually). 

Total fate revenue grew at 2.8 percent annually. to $45.88 million in 2010 from 
$39.93 million in 2005. Virtually all the growth in fare revenue was attributed to The­
Bus. which accounted for 98.8 percent ($5.95 million) of the incremental fare revenue 
($6.02 million) between 2005 and 2010. 

Fare rc:venue growth was partially attributable to increases in bus ridership. noted 
above, but was also affected by an increase: in average fare revenue: per boarding, which 
increased to $0.64 in 2010 from $0.61 in 2005. a 1.1 percent annual rate of growth. 
This growth rate, however. was less than the increase in fares. Fare increases occurred. 
in 2009 and 2010. Between 2005 and 2010. the cash fare increased by 25 percent (or 
4.6 percent annually). and the monthly pass price increased by 50 percent (or 8.4 per­
cent annually). The relatively smaller increase in the average fare revenue per boarding. 
when viewed in light of these substantial increases in the face value of adult fares. sug­
gest that one or a combination of [he following has occurred: (i) substantially greater 
use is being made of prepaid. unlimited-ride fare media (such as the monthly pass); (ii) 
transfer rates have increased; (iii) the methodology used to estimate boardings from trip 
samples results in an overstatement of boat dings; or (iv) there has been an increase in 
fare evasion. 
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Exhibit 4-3: 
Rld ... hlp & Revenue, 
2005-2010 tren!!, 2005-2010 

2005 2006 2007 2008 2009 2010 A %A CAGR 
Boardings (mil ) 

The&s 67.41 70.38 71.75 69.76 77.33 73.16 5.75 8.5% 1.7% 
TheHandi-Van 0.76 0.78 0.81 0.83 0.84 0.79 0.03 4.4% 0.9% 

total system 68.17 11.17 72.56 10.59 18.17 13.95 5.78 8.5r. 1.6% 

Fare Revenue ($mi.) 

TheSus 39.93 41.53 41.74 41.98 42.46 45.88 5.95 14.9% 2.8~. 
TheHandl-Van 1.44 1.51 1.60 t.63 1.66 1.51 0.07 5.0% 1.O'~ 

total system 41.36 43.04 43.34 43.62 44.12 47.38 6.02 14.6% 2.8% 

F .. e Revenue per Boarding (I.;;) 
TheSus 0.59 0.59 0.58 0.60 0.55 0.63 0.03 5.9% 1.1% 
TheHandi-Van 1.90 1.93 1.98 1.96 1.98 1.91 om 0.6% 0.1% 

lolal system 0.61 0.60 0.60 0.62 0.56 0.64 0.03 5.6% 1.1% 

Adu~ passenger fare 
Cash fa'" 2.00 2.00 2.00 2.00 2.25 2.50 O.SO 25.0% 4.6% 
MOI1th~ pass 40.00 40.00 40.00 40.00 SO.OO 60.00 20.00 SO.O% 8.4~. 

Break-even rides 20 20 20 20 22 24 4 20.0% 3.7% 

Boardings per VRM 
TMBu. 3.67 3.91 4.00 3.82 4.19 3.99 0.32 8.8% 1.7% 
TheHandi-Van 0.18 0.18 0.18 0.11 0.17 0.16 (0.02) -12.6% -2.7% 

loIal system 3.02 3.19 3.22 3.06 3.33 3.17 0.15 4.9% 1.0% 

Fare Revenue per VRM (S 1/) 

TheBus 2.17 2.30 2.33 2.30 2.30 2.SO 0.33 15.2% 2.9'k 
TheHandi-Van 0.35 0.35 0.35 0.34 0.33 030 (0.04) -12.1% ·2.5% 

total system 1.83 1.93 1.92 1.89 1.88 2.03 0.20 10.8% 2.1% 

source: an but fares from National Transit Database. See Appendix C lor details, fare schedule from Table 3-3, April 2011 financial plan. 
CAGR = compound aMUal growth rate 
VRM = vehicle revenue m~es 

POKllR Ii AS5OClAm. t.'IIe. 

Boardings per VRM. a measure of service: effectiveness, increased by 1 percent annu­
ally to 3.17 in 20 I 0 from 3.02 in 2005. There was a sligh, decrease in ,his measure in 
2010, probably reflec, ing ,he combined effecrs of a fare increase (+11 percent cash, .20 
percen, mon,hly pass) and the economic recession that commenced in FY 2008. All 
of ,he improvement in boardings per VRM was provided by TheBus. Service effective­
ness for TheHandi-Van declined slightly ('0 0.16 from 0.18) during the 2005-2010 
period_ 

Fare revenue per VRM increased a' 2.1 percent annualiy. This reflects the combined 
effec' of rhe increases in boardings per VRM (1.0 percent annually) and fare revenue 
per boarding (1.1 percent annually). 
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4 finan c Ial Condlllon 

Exhibit 404: 
Transit Operating Cost 
& COlt Recovery. 2005-2010 trend,2005-2010 

2005 2006 2007 2008 2009 2010 1\ %II 
Operaling COSIII<Nq 

TheBus 127.07 137.94 142.87 154.33 165.08 162.94 35.87 2B.2% 
TheHandi·Van 17.63 22.11 24.81 28.23 30.56 30.20 12.56 71.2% 

lo!al syslem 144.10 160.05 167.68 182.56 195.64 193.14 48.43 33.5% 

Operaling Cosl per VRM IHII 
TheSus 6.91 7.66 7.97 8.45 8.94 8.88 1.97 28.5% 
TheH.nd~Van 4.25 5.12 5.38 5.84 611 6.09 1.84 43.4% 

lolal syslem 6.42 7.16 7.44 7.90 8.34 8.29 1.87 29.1% 

Fare Recovery Ratio 
TheSus 0.31 0.30 0.29 0.27 0.26 0.28 (0.03) ·10.4% 
TheHand"Van 0.08 0.07 0.06 0.06 0.05 0.05 10.031 ·38.7% 

tolal system 0.29 0.27 0.26 0.24 0.23 0.25 (0.04) ·14.2% 

source: Nalional Transit Database. See Appendix C for details. 
CAGR = compound anoual growth rate 
VRM ; vehicle revenue milo 

4.1.3 Operating Cost Trend 

The 2005-2010 trend in annual operating costs is shown in Exhibit 4-4. Cost recov­
ery. as measured by the fare recovery ratio (i.e., fare revenue ... operating cost) (s also 
shown. using the annual fare revenues dted earlier in Exhibit 4-3. 

Operating coSts increased at a 5.9 percent annual rate. to $193.14 million in 2010 
from $144.7 million in 2005. This rate of growth benefited from a rtduction in op­
erating cost in 2010. due to a decrease in claims cost and insurance premiums. The 
operating COst growth rate between 2005 and 2009 was 7.8 percent. 

While most (74 percent) of the dollar increase in operating COSt is attributable to The­
Bus. that is due ro irs larger scale - in 2005. it accounted for 88 percent of total operat­
ing COst. falling to 84 percent in 2010. The rate of operating cost growth was much 
higher for TheHandi-Van (11.4 percent annually) than TheBus (5.1 percent annually). 
This teHecrs the relatively larger increase in VRM for TheHandi-Van (3.6 percent an­
nually) than TheBus. for which VRM was almost static between 2005 and 2010. 

Operating unit cost. measured as operating cost per VRM. grew at a 5.2 percent an­
nual rate. Unit cost growth was higher for TheHandi-Van (7.5 percent annually) than 
for TheBus (5.2 percent annually). Borh rates of growth exceeded the Honolulu CPI 
for this period. which grew at 3.5 percent annually. 

Given these extra-inflationary increases in operating costs, and sub-inflationary increas­
es in fare revenue. the fare recovery ratio fell to 0.25 in 2010 from 0.29 in 2005 . This 
ratio reached a low of 0.23 in 2009. The increase ro 0.25 in 2010 was the result of the 
operating cost decrease notc.d abovc: , and the fare inc.rease notc:d in section 4.1.2. 

CAGR 

5.1% 
11 .4% 
5.9% 

5.2'4 
7.5% 
5.2% 

·2.2% 
-9.3'1. 
·3.0% 
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POMP. t.i ASSOCIATU. INC. 

4. FInanCIal Cotldl\ lo lI 

4.1.4 Operatlnl Subsidy Trend 

The 2005-2010 trend in annual operating subsidy is shown in Exhibit 4-5 (following 
page). Operating subsidy is calculated as the difference between operating cost and 
fare revenue, presented in the (wo prior sections. The amount of operating subsidy 
actually paid by the City is less than pres<nt<d in Exhibit 4-5, due to the Utilization of 
grams (e.g .• §5307 urbanized area granrs applied to preventive maintenance) and other 
sources of operating income. which are addressed in section 4.1.4 below. 

Operating subsidies increased at a 7.1 percent annual rare, to $1 45.75 million in 2010 
from $103.34 million in 2005. Operating subsidies for TheBus grew at 6.1 percent 
annually. while those for TheHandi-Van grew at 12.1 percent annually. 

On a unit basis (i .e .• operating subsidy per VRM), operaring subsidies grew at6.4 per­
cent annually, to $6.25 per VRM in 2010 from $4 .58 per VRM in 2005. The rates of 
growth in unit subsidies for TheBus and TheHandi-Van (6.1 percent and 8.2 petcent, 
respectively) are much closer to one another than their overall rates of cost growth 
noted above. since the unit costs adjust for differences in the scale of operation. 

These unit subsidies are a useful benchmark for evaluating the reasonableness of the fi· 
nancial plan's forecast of operating subsidies for The Bus and TheHandi-Van. addressed 
in section 5. I of this report. 

4.1,5 Sources of funds for the operating subsidy 

The transit operating subsidy is funded by the City and by Federal formula funds 
applied to preventive maintenance. Exhibit 4-6 (following page) shows a breakdown 
of the sources of operating subsidy for the period 2005-20 I 0, the compound . nnual 
growth rates (CAGR) over th is period, and - for City revenue sources - the CAGR for 
a longer timeframe (I 995-20 I 0). 

City op.rallng subsldl.s 

Operating subsidies provided by the City consist of transfers to the Public Transit Fund 
from two other City funds - the General Fund and the Highway Fund. These trans­
fers accounted for about 82 percent of transi t operating subsidies. 2005-20 I O. 

During this period. transfers to the Public Transi t Fund represented about 9 percent of 
total General Fund and Highway Fund revenues. and almost 10 percent of same if the 
GET surcharge is excluded. T hese are useful benchmarks for evaluaring the financial 
capacity to fund future transi t operating subsidy needs, presented in section 5.) of this 
report. A. noted in section 2 of this report, uses of the GET surcharge are effectively 
limited to the Project. T hus. in establishing a benchmark for the analysis offorecasted 
operating subsidies. it is logical to exclude the GET surcharge revenues. 
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Exhibit 4-5: 
Transit Operating Subsidy, 
2005-2010 trend, 2005-2010 

2005 2006 2007 2008 2009 2010 A \\6 CAGR 
()pefaMg Subsidy (W) 

TheSus 87.14 96.41 101.13 112.35 122.62 117.06 29.92 34.3% 6.1% 
TheHandl·Van 16.20 20.60 23.21 26.60 28.90 28.69 12.49 77.1% 12.1% 

lotal system 103.34 117.00 124.34 138.95 151 .52 145.75 42.41 41 .0% 7.1% 

Operating Sub<idy per VRM IS 141 
rheSus 4.74 5.35 5.64 6.15 6.64 6.38 1.64 34.7% 6.1% 
TheHandi·Van 3.90 4.77 5.04 5.50 5.78 5.78 1.88 48.3% 8.2% 

Ioial system 4.58 5.24 5.52 6.01 6.46 6.25 1.67 36.4% 6.4% 

source: ca~ from National Transil Database. where subsidy = operating cosl km Iafe rlW&nue. See AppendIx C tor details. 
CAGR = compound annual growth rate 
VRM = vehicle revenue mile 

Exhibit 4-6: 
Sources of Operating Subsidy 
Imli. 

CAGR, CAGR. 
2l1li5 2006 2007 200a 200t 2010 2005-2010 1195-2D10 

CUyFunds I 
General Fund 

Real property taxes '99.7 591.3 689.4 769.4 851.3 901 .7 12.5% 5.2'1\ 
0fMH" SOOtt6S, e .. dIJding GET StJthatge 

subtotal 
GET surcharge 48.' 169.1 160.9 na 

Iot8I General Ful'ld reveooes 105.0 803.6 978.5 1,172.3 1,201.9 5.0% 
Highway Fund 

City & County Fuel Tax 51.4 52.' 52.2 SO.6 SO.3 41.6 ·1.5% 0.'% 
County MOIorVenide Weighl Tax 45.5 58.1 71.6 11.9 71.5 84.0 130% 8.9% 
Other sources 36.' 41.5 48.6 .69 62.4 "9.2 62% 3.6% 

&oCaI HirjIway fund reveooes 133.3 152.6 172.3 169.4 164.2 180.8 6.3% '.2% 
lolal. General & Kighway Fund revenues 836.' 956.2 1.150.8 1,341.7 1.366.0 1.368.6 10.3% 4.9% 

as aboW!, exduding GET surcharve 836.4 9562 1.102.41 1,1n.6 1.2252 1,209.1 1.6% 4.0% 

Transfers to Public Transit Fund 74.1 93.1 106.1 105.9 127.3 124.3 1Q9% ~6'" 
% 01_& H9mY Uld,.,.... .. 8.8% 9.1% 9.2% 1.9'1. 92% 9.1'" 
as above, net of GET surcharge "' no 9.6% 9.0% 10.4% 10.3% 

ft6tlat funcb 1 

§S307 Urbanized Area Formula funds 27.7 21.8 21.0 21.0 21.0 21.0 -5.4% na 
§5309 FOed ~ t.IaIn1""""" 0.1 3.2 1.8 no no 

total Federal runds 28.4 21 .8 21.0 24.2 22.8 21.0 ·5.9% no 

loti) OPlrlting lublldy 1 102.5 '14.9 127.1 130.1 150.1 "5.3 7.2% no 
l\ funded by City 72% 81% 83% 81% 85% 86% 
...... ed by FTA(prevenlNe maklt) 28% 19% 17% 19'1. 15% 14% -, 

1. From the City'l c.cwnpreM1\Wt tMII8IlfwlCiII repatS (CAFRI. 
2. From HTO database, "Tax_Fundi" sheeI. These a~ClClitaI fuf'l:lsll!)plied 10 preventwe maintenance, recorded IS In operali'lg expensl. 
J, "Total OPllllting subsidy" in this eahlbit is tht sum of "T ransferllO Public TfWls/t Fund'" Ind 'FederaI kJndI applied 10 preventiYt rnU1tenanc:I". 

lI~bulOOMnoc.~equalIl'llIrINIIIrWllsubslctf~inbNbit4-$. 
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4. FinanCial CDndillDn 

Excluding the GET surcharge, the combined revenues of the General Fund and the 
Highway Fund grew at a 7.6 percent annual rate 2005-2010, and at a 4.0 percent an­
nual rate 1995-20 I O. As noted in section 3, the Hawaii economy experienced substan­
tial growth during the housing bubble from 2003-2007. Accordingly, the ncar-term 
historical growth rate is high relative to the longer-term historical growth rate. 

Federallunds appll,d /0 plovenllv, mlln/BnanCB 

Funds from FTA's §5307 Urban Nta Formula grant program and §5309 Fixed Guide­
way Modernization program may be applied co preventive maintenance, an operating 
cost, although the funds are technically termed capital funds. Between 2005 and 20 I 0, 
Federal funds from these sources accounted for 18 percent of transit operating subsi­
dies. 

Between 2005 and 2010, about 96 percent of [he Federal funds applied to operations 
were from the §5307 program. These funds were held constant at $21 million from 
2007-2010, down from the high ofS27.7 million in 2005. The §5307 funds applied 
to preventive maintenance during [his period represented about 86 percent of total 
§5307 funds apportioned to the Honolulu urbanized area. 

In summary. existing transit operations experienced 7.1 percent annual growth in 
operating subsidies, funded primarily by a 10.9 percent annual increa.e in City operat­
ing subsidies. Growth in the City subsidy ex«eded the growth rate for total operating 
subsidies, due to a constant level of Federal funds applied ro preventive maintenance, 
which gradually reduced the relative contribution of Federal funds. The overall growth 
rate in operating subsidies was influenced by service expansion, principally for de­
mand-response services, and unit costs growing more rapidly (+ 5.2 percent) than unit 
passenger revenues (+2.1 percent) . 
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4. FInancIal CDndltlDn 

4.2 TRANSIT CAPITAL 

The sources and uses of capital funds for The Bus and TheHandi-Van were analyzed to 
better understand the age and condition of capital assets, and to establish benchmarks 
to use in the evaluation of the capital financial plan in section 5.2 of th i, report. The 
look-back period used in this analysis was 2005-2010. 

The findings from this analysis are as follows: 

• 

• 

• 

• 

• 

Transit capital assets, in tot. l, arc in the last third of their useful life -
buildings and improvements are rela[ively younger, having 59 percent 10 

75 percent of their useful life remaining, but all other assets are in the last 
quarter of their useful life, most importantly revenue vehicles. 

The revenue f1ce[ is relatively old - buses were 10.2 years old on average at 
the end of FY 20 \0; 41 percent of [he fleet was retirement-eligible. 

The average annual replacement cost of all (ran.sit assets is approximatdy 
$30.5 million in 2010 dollars. based on [he purchase cost and useful life 
of [he assets, escala[ed [0 2010$ as a function of growth in the Honolulu 
CPI. 

Between 2005 and 2010, the City appropriated an average $30.9 million 
(20\O$) for TheBus and TheHandi-Van capital prog[ams, nearly equal to 
on~going replacement costs. 

Federal capital grants accounted for about 59 percent of capital expendi­
ture. ; about 63 percent of these funds were from the §5307 and §5309 
formula programs. About 78 percent of formula grant funds were applied 
[0 preventive maintenance, an operating expense. 

Additional details are provided below. 

4.2.1 Age 8. candltlon of transit capital assets 

The City's tran,it capital assets include a mix of a minority of relatively young assets 
and a majority of relatively old assets, most importantly its revenue vehicle fleet. At the 
end of FY 2010, the average age of The Bus fleet was 10.2 years, and 41 percent of [he 
flee[ was eligible for retirement (i.e., older than 12 years). TheHandi-Van fleer had an 
average age of5.9 years, and 52 percent of the fleet was eligible for retirement. Most 
supporting equipment - machinery, aUlDS, trucks - are similarly old. Thus, the City 
is facing some significant capital replacement needs for these assets in the near future. 
This issue i. analyzed further in section 5.2 of this report. Facilities arc relatively new 
or are in good operating condition. 
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Additional details on all depreciable assets, and specifically the revenue vehicle fleet, are 
provided below. 

General assel age and Inveslmenl needs Implied by depredallon 

The age and replacement needs of the City's transit assets can be established generally 
by the coS{ basis, accumulated depreciation, and net book value of its depreciable as­
sets. 

When a depreciable asset is purchased, the purchase cost (or cost basis) is amortized 
over subsequem yean, according to its estimated usc.fullifc. Buses, for example. arc 
depreciated over 12 years, with one-rwelfth of the cost recorded as depreciation ex­
pense each year. This expense is accumulated in the fixed asset ledger for as long as the 
asset is owned by the City. An asset's net book value is the cost basis less accumulated 
depreciation. Summed over all assets of a like class (e.g., buses, fare collection equip­
menr), the ralia of net book value to cost basis provides an estimate of the percentage 
of the average remaining useful life for a class of assets. This technique is useful for 
assets replaced on a relatively frequent cycle, bur provides a less definitive estimate for 
long-lived assets, such as buildings. 

The average annual replacement needs can be estimated from this data as well, based 
on the ratio of cost basis to depreciable life, escalated from the midpoint of the depre­
ciable life to denominate the COst in constant (say 201 O) dollars. 

Exhibit 4-7 (following page) provides a summary of the remaining useful life by asset 
class, and approximate average annual replacement cost, for transit capital assets owned 
at June 30, 2010. Overall, approximately one-third of the useful life of these assets 
remains. The average annual replacement cost, in 2010 dollars, is approximately $30.9 
million. 

T heBus capital assets have approximately 29 percent of their useful life remaining. 
This estimate is biased upward by relatively recent and valuable investment in lease­
hold improvements and buildings. Non-faci lity assets are all in the last quarter or less 
of their useful li fe. Buses, on average, have 24 percent of their useful life remaining, 
translating to an average age based on the fixed asset calculations of about 9 years. As 
noted in the fleet profi les below, the average age is actually slightly older. 

T heHandi-Van capital assets have approximately 66 percent of their useful life remain­
ing. As in the bus calculations, this estimate is biased upward by relatively recent and 
valuable investment in leasehold improvements and buildings, but rhe effect is more 
extreme rhan for TheBus because, for T heH andiVan, these assets account for a much 
larger share of the cost basis (55.9 percent versus 18.6 percent). Vans, on average, have 
23 percent of rheir useful life remaining, translating to an average age based on the 
fixed asset calculations of about 5 years, As noted below, the average age is actually 
slightly older. 
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4 ftn3f1clal Condtllon 

Exhibit 4-7: 
Transit Capital Asset Age and Estimated Average Annual Replacement Cost 
Smli. 

Annual 
Remaining Replacement 

Cost Balls Net Book Value Us.fuilife c .. ~ 2010S 
rheBus 

Revenue vehides 200.2 47.5 24% 19.3 
Autos & lrucll;s 2.1 0.3 14% 0.5 
leasehold Improvements 5.1 3.9 75% 0.6 
Buildings 46.9 27.9 59% 2.3 
MachinefY & Equipmenl 9.6 0.2 3% 1.5 
Revenue Collection Equipment 2.6 0.1 3% 0.4 
~Equipmenl 17 0.3 18% 0.3 
Convn...,ications Equipment 12.4 1.3 10% 1.9 

lola! 280.7 81.5 29% 26.7 

TheHandlNan 
Revenue vehicles 13.1 3.1 23% 2.0 
Aulos & trucks 0.4 0.0 3'. 0.1 
leasehold tmprovemenls 9.2 9.0 9B% 1.0 
Buildings 117 10.9 93% 0.6 
MachinefY & EQIipmonl 0.3 0.1 29% 0.0 
Revenue Collection Equipment 0% 
CompuIor Equlpmeol 0.2 01', 0.0 
Communica:ions Equipment 2.5 1.6 63% 04 

Iotal 37.5 24.7 66% 4.2 

Syslem total 31B.l 106.2 33% 30.9 

soure.: Derived from lrial balance@/30110, proVIded by Oahu Transit SerYices, Inc. SeeAppencb. E for detlis. 

Exhibit 4-8: 
Fleet Average Age 

2005 2006 2007 2008 

TheBus 7.3 B.3 8.4 9.2 

TheHandi-Van 4.8 5.6 4.7 4.7 

source: NTO annual profiles, 2005-2009; 2010 age taiculaled from City's NrD submittal. 

2005-2010 
2009 2010 " All 

9.9 10.2 2.9 40% 

4.8 5.9 1.1 22,., 
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4 Financial Condition 

Exhibit 4·9: Fleet Age Profile, June 2010 
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Fleet age 

The 2005·2010 trend in Reet age for TheBus and TheHandi-Van vehicles is shown in 
Exhibit 4·8 (prior page). The Reet age profile for each Reet at fiscal year end 2010 is 
shown in Exhibit 4-9. 

Both vehicle Reets have become progressively older in the past six years. The Bus 
Reet average age increased to 10.2 years in 2010 from 7.3 years in 2005, a 40 percent 
increase. TheHandi-Van average age increased to 5.9 years in 2010 from 4.8 years in 
2005 , a 22 percent increase. However, TheHandi-Van Reet exhibits relative stability in 
fleet age, hovering around the 4-year minimum retirement age, whereas TheBus fleet 
average age has increased steadily. 

At the end of2010, 41 percent ofTheBus Reet, and 52 percent ofTheHandi·Van Reet, 
were eligible for recirement. 
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4. Flnancl.ll Cundl\tDn 

4.2.2 Trends In sources & uses of capital funds 

The " cnds in !ource, and us<s of capital funds for TheBus and TheHandi· Van were 
analyz<d to bener underSland how these assets arc financed, how past expenditures 
compare to estimate of annual replacement needs noted above, and (0 establish bench­
marks to use in the evaluation of the capital financial plan in section 5.2 of this report. 

Aclual annual funds and expenditures, versus apportlonmenls 

The analysis of the sources and uses of capital funds included both the funds applied 
on an annual basis , as reported through NTD, and the City's annual appropriations of 
capital funds. Capital projects are typically multi-year endeavors. Because the appro­
priations are for an entire project, the amount of funds appropriated over some period 
of time typically, bur not always, exceed expenditures since some projects for which 
funds have been appropriated may be incomplete. 

Exhibit 4-10 shows the annual sources and uses of funds actually applied to capital 
projects in the top half of the table, and rhe funds appropriated by the City in the bOl­
tom half of the table. 

Between 2005 and 2010, the City expended about $18.3 million (YOE) annually on 
capital projects for TheBus and T heHandi-Van. This converts to about $19.4 million 
annually in constant 2010 dollars (2010$) based on the Honolulu CPI. Approxi­
mately 40.6 percent ($7.9 million, 2020$) of average annual expenditures was funded 
by the City, and 59.4 percenc ($1 1.5 million , 2010$) was funded by Federal grants. A 
breakdown of Federal granes apportioned Co Honolulu in this period is described in 
Ftd<ral apportionmtnt tunds. below. Average annual capital expenditures for The Bus 
accouneed for 70.7 percene ($ 13.7 million, 2010$) of the total, primarily for revenue 
vehicles ($11.3 million, 2010$). TheHandi-Van accounted for 29.3 percenc ($5.6 
million, 2010$) of average annual expenditures, primarily for fadlides ($2.8 million, 
2010$) and revenue vehicles ($1.4 million, 2010$). 

The City's appropriations to the capital program for TheBus and TheHandi-Van 
averaged $29.1 million annually (YOU), converting to about $30.5 million annually 
in 2010 dollars. These appropriations show a slightly greater use oflocal funds (54.7 
percent) than the local funds actually applied to capital projects (40.6 percene). 

The average annual funds appropriated by the City in 2010 dollars ($30.5 million) 
aligns almost exactly with the estimated annual capital replacement cost preseneed in 
Exhibit 4-7 ($30.9 million), indicating that the City's planned capital expenditures 
were sufficient to maintain state of good repair. However, the actual funds expended 
($18.3 million) were just 59 percene of the estimared annual replacement cost. This 
ratio was virtually the same for revenue vehicles - actual expenditurC5, in 2010$, were 
about 60 percene of the estimated annual replacement cost. This helps to explain the 
steady aging of the bus fleet cited in Exhibit 4-8, and indicates that funds have been 
appropriated for fleet replacements not yet received. 
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4 FInancIal CondItIon 

Exhibit 4-10: 
Transit Capital Sources & Uses of Funds 
yoe$mll. except where noted otherwise 

average, average, percent 
2005 2D06 2OD7 2008 2DD9 21110 yo.S 2010$ 01 total 

Annual data INTO) 
Sources 

Local 15.8 1.7 5.2 4.9 11.4 3.9 72 7.9 40.6% 
Federal 0.8 02 18.1 12.6 8 8 26.1 11.1 11 .5 59.4% 

total sources 166 1.9 233 17.5 20.2 30.0 18.3 19.4 100.0% 
Uses 

TheBus 
Revenue vehicles 8.3 19.9 5.6 9.6 20.7 10.7 11.3 58.4% 
Systems & Guideways 0.5 0.3 0.1 0.1 0.3 1.2 0.4 O.S 2.3% 
Facilities & Stations 0.5 0.0 1.2 1.0 6.7 1.6 1.6 8.2% 
Other 01 0.2 02 0.7 0.3 04 0.3 0 3 1.8% 

total 8.9 1.0 20.2 7.6 11 .2 29.1 13.0 13.7 70.7% 
TheHandivan 

Revenue vehicles 0.9 3.1 2.0 1.9 1.3 1.4 7.3% 
Systems & Guideways 0.0 1.5 0.8 0.4 0.4 2.1% 
Facllities & Stations 6.7 0.9 6.4 O.S 0.9 2.6 2.9 14.8% 
Other 0.0 0.0 5.7 1.0 1.0 5.1% 

total 7.6 1.0 3.1 9.9 8.9 0.9 52 5.6 29.2% 
Total, Existing System 

Revenue vehicles 9.2 23.0 7.6 11.5 20.7 12.0 12.7 65.7% 
Systems & Guideways O.S 0.3 0.1 1.6 1.2 12 0.8 0.9 4.4% 
FacUities & Stations 6.7 1.4 0.0 7.6 1.4 7.7 4.1 4.4 23.0% 
Other 0.2 0.2 0.2 0.7 6.0 0.4 1.3 1.3 6.8% 

total. existing system 166 1.9 23.3 17.4 20.2 30.0 18.2 19.3 99.9% 
Other capital projects 0.1 0.0 0.0 0.0 0.0 0.1% 

tolal uses 16.6 1.9 233 17.5 20.2 30.0 18.3 19.4 100.0% 

City Appropriations 1 

Sources· 
Local 12.6 4.7 13.1 25.7 18.9 19.7 15.8 IS.7 54.7% 
Other 5.9 10.7 22.0 30.0 11 .2 133 13.8 45.3% 

total 12.S 10.6 23.8 47.7 49.0 31.0 29.1 30.5 100.0% 
Uses 

Vehides 6.4 7.9 14.0 25.3 31.1 20.3 17.5 18.3 SO.O% 
Facilities & Equipment 0.4 1.9 0.5 0.7 0.8 1.2 0.9 1.0 3.2% 
Passenger Facilities 5.8 0.8 9.3 21 .8 17.1 9.4 10.7 11 2 36.7% 

10tal 12.6 10.6 23.8 47.7 49.0 31.0 29.1 30.5 100.0% 

source: NTD data from annual profiles (2005·2009) aoo 2010 City submittal; City appropriations from City staff, 611 4/11 . 
note 1: These tigtJres exducle appropriations for special projects (e.g .. the HHCTCP), wt»ch totaled $1 ,497.8 miUIon, 2005-2010, whidl were 96% locally tur1lSed 
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4 financial Condition 

Exhibit 4-11: 
FTA Grant Apportionments 
Smll. 

2005 2006 2007 2008 2009 2010 CAGR 

§5307 Urbanized Are. I 27.0 24,1 26,4 29.0 311 31 .3 30% 

§5309 Fixed Guideway Modernization 1 1.1 1.3 1.5 2,0 2.1 2,0 13,7% 

subtotal, formula grants 28,1 25.4 27,9 31,0 33,2 333 35% 

§5309Bus & Bus Faclities' 8.7 7,4 1,3 4,1 13 na 
total 36.8 32,7 29,2 35,1 3<1 5 33,3 ·2.0% 

SOUrul: 
1. HHCTCP Financial Plan, April 2011 , Table 2·6, p. 2.a. 
2, F""~ RegiSler nOOoe' (An ...... FTA __ l$, -.. & PIog .... ,nfonnatiool), 
§5309 New Slarts grants elcluded. S&e Section 3 for his\oly of New Starts grants applied to lhe Project. 

FedB'" appDtllDnmBnt trends 

The City's primary sources of Federal granlS for TheBus and TheHandi-Van capiral 
programs are the §5307 Urbanized Area and §5309 Fixed Guideway Moderniza[ion 
formula programs, and §5309 Bus & Bus Facilities ca[marks. The 2005-2010 trend in 
[hese sources is shown in Exhibit 4-11 . 

Formula grant apportionmems inc[eased to $33.3 million in 2010 from $28.1 million 
in 2005, an average annual increase of 3.5 percen[. §5307 apportionmencs account 
for 94 percen< of [he six-year <otal. About 22 pe[cent ($39,6 million) of the funds 
apportioned were applied to capital projects; the remainde[ was applied [0 prevemive 
maintenance, an operating expense:. 

§5309 Bus & Bus Facilities have been variable, averaging about $3.8 million (YOE$), 
converting <0 abou[ $4,3 million annually in conSlam 2010 dollars, based on [he Ho­
nolulu CPI. 

• • • • 

The analysis of [he City's operacing and capiral programs for TheBus and TheHandi­
Van presemed in Section 4 identified benchmarks thar are used in rhe next section of 
the report to evaluate the reasonableness of fi nancial plan assumptions, chief among 
these being: i) rhe rate of growth in City operaring subsidies (10,9 percent annually); 
ii) city subsidies as a percenrage of General Fund and Highway Fund revenues (9,7 
percenr) ; iii) rhe rare of growth in General Fund and Highway Fund revenues (7.6 
percent near-term, 4.0 percent long-term); and iv) capital asset replacement needs (ap­
proximarely $30.5 million annually) , 
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5. Financial Capability 

POImR Ii ASSOCLAT£S.I:-tC. 

This section of the report assesses the City's linancial capability to implement the op­
erating linancial plan, and the capit.llinancial plan for on-going capital expendilUres. 
The City's capacity to implement the Project linancing plan was addressed in section 3. 

The City's financial capability was assessed by comparing key assumptions in the finan­
cial plan to benchmark values developed in section 4. 

A key common element of the operating and on-going capital financial plans is the 
degree of financial support required of the City. The GET surcharge - the dominant 
source of financing for the Project - is of minimal importance to the financial plans re­
viewed in this section. since virtually all of that revenue is used to support the Project. 
Accordingly, the operating and on-going capital financial plans will need to rely on 
funding sources that exist today, principally cash and general obligation debt proceeds 
from the City. 

The operating and capital financial plans require a greater relative degree of City finan­
cial support than has historically been the case, which could be pushed yet higher if an 
optimistic subsidy forecast is not realiud: 

• The additional operating subsidy required by the Project, for both the new 
rail operation and expanded bus services to support the Project. is fore­
casted to require up to 16 percent of combined General Fund and High­
way Fund revenues, versus a historicallovel (2005-2010) of9.6 percent. 
In 2010 dollars, the Project would add approximately $66.6 million to the 
City subsidy when it fully opens in FY 2019, a 54 percent increase relative 
to the City's actual 2010 transit subsidy. 

• The forecasted rates of gtowth in TheBus and TheHandi-Van operating 
subsidy per vehicle revenue mile (VRM) - 2.9 percent and 2.6 percent 
respectively - are much lower than the subsidy growth experienced 2005-
2010 (6.1 percent and 8.2 percent respectively), principally due to an 
optimistic operating coS{ forecast. These subsidies account for 74 percent 
of the forecasted City financial support for transit (operating and capital), 
2011-2030. Thus, an increase in their rate of growth would have a mate­
rial impact on the City's capability to implement the fin.ncial plan. 

• The on-going capital financial plan assumes average annual City finan­
cial suppott of $25.4 million (2010$) that is 52 percent higherthan the 
historical benchmark ($16.7 million annually, 2010$, 2005-2010). 

Many other elements of the financi.1 plan, however, appear to be reasonable and well­
considered. Additional details on the operating and on-going capital financial plan are 
presented in the remaJnder of this section. 
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5.1 OPERATING FINANCIAL PLAN 

This section describes the operating impact of the Project, describes the key fealUres of 
the operating financial plan, and presents a critique of the financial plan assumptions. 
The operating plan cash flow is included as Appendix D to this report. The data cited 
in section 5.1 derive from the values shown in Appendix D unless stated otherwise. 

The PlOject will have a significant impact on the financial support required of the 
City, and will also carry significantly more passenger trips. New, additional operating 
subsidies associated with the Project, assumed to be paid by the City, total $83.7 mil· 
lion in 2020, which is the first full year of operation. This converts to $66.6 million 
in constant 2010 dollars, a 54 percent increase relative to the City's actual 201 0 transit 
subsidy ($124.3 million). City subsidies are paid from its General Fund and Highway 
Fund. The subsidy is forecast to grow from the current (20 I O) 10.3 percent share of 
the combined revenues of these funds, to a maximum of 16.0 percent in 2019, and 
would average 14.6 percent for the remainder of the forecast. 

The forecasted unit subsidies (i.e., subsidy per vehicle revenue mile) are well below 
historical experience for TheBus (6.1 percent historical, 2.9 percent forecast) and 
TheHandi-Van (8.2 percent historical, 2.6 percent forecast). This reRectS optimistic 
operat ing cost forecasts for TheBus (unit cost 5.2 percent hinorical versus 2.8 ptrcent 
forecast) and TheHandi·Van (unit cost 7 .5 percent historical versus 2.6 percent fore­
cast). 

Because the subsidies required for these two operations account for 74 percent of total 
City funds (operating and capital) applied to transit, 2011-2030, even a small increase 
in the operadng subsidy growth care would translate into a material increase in City 
financial support. T he effect of higher subsidy growth rates is explored in section 6, 
Stms U Sl>. 

5.1.1 Impact of the Pro/ect 

The impact of the Project is comprised of twO partS - the Project itSelf (i.e. , the 20.2· 
mile elevated light metro r. i1line), and expanded bus service to feed the Project. 

TIl. ProJ.cl 

The Project is scheduled to be implemented in phases, and would fully open in March 
2019. The fi rst phase is the portion between East Kapolei and Aloha Stadium, as· 
sumed to open in December 201 5 (FY 2016). T he second phase, from Aloha Sta­
dium to Midclle Street, is assumed to open in October 2017 (FY 2018). The full line, 
continuing on to the Ala Moana Center, is assumed to open in March 2019 (FY 20 19). 
Service would continue to expand, in terms of more trains, through FY 2029. 

A flat fare system is planned, whereby a rider would pay a set fare for a trip of any 
length on the rail line, andlor a bus. Currently, a barrier·free fare system is planned, 
requiring the utilization of fare inspectors, but the rail line is being constructed with 
the capability to convert to a barrier-type system. 
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The operating subsidy associated with opetation of the Project is forecast to be $61.2 
million (YOE dollars) in its fim full year of operation - FY 2020. This converts 10 

$48.8 million in 2010 dollars. This estimate reflects the sdected bid for a design­
build·operate-mainrain (DBOM) comracr. as well as the results of a cost build-up 
model [0 estimate the cost of operating act ivities thoU would not be in (he conrractor's 
scope. 

Implementation of the Projecr is forecasted to serve an addirional 80.590 weekday 
transit trips in 2020 relative to those made in 2010 (169.011). a 48 percent increase. 

Expand,d bus s,nlce 

Bus service would be reconfigured and expanded (as envisioned in the ridership fo re­
cast) (0 work more effectively with the rail line. Bus service, as measured in vehicle 
revenue miles. would be 14.3 percent greater in 2020 than in 20 I O. The pro rara share 
of bus operating subsidy attributable 10 rhe Project is forecasted to be $22.4 million in 
FY 2020. wh ich converts ro $17.9 mill ion in conSlant 2010 dollars. Buses would carry 
76 percent of the weekday unlinked transit trips (or boardings) in 2020 (304.000 of 
402.000). Bus boardings in 2020 are forecasred to be 35 percent higher than in 2010. 

5.1.2 Flnalclal pial 

The operating fi nancial plan extends ,hrough 2030. It is structured in much the same 
way as exists today, but for the introduction of rail service. The service assumptions. 
operating cost forecast. and revenue forecast are described below. 

SSfVl" assumpllons 

Exhibit 5-1 (following page) shows ,he annual vehicle revenue miles (VRM) for The­
Bus. TheHandi-Van. and the Project. 

The Bus VRM would increase by 17.5 percent. to 21.6 million in 2030 from 18.3 mil­
lion in 2010. an average annual growth rate of 0.8 percent. TheBus VRM is consiSlent 
with the assumptions used in the ridership forecasr. 

TheHandi-Van VRM is eSlimared to increase by 66.1 percent. to 8.2 million in 2030 
from 5.0 million in 2010. an average annual growth rate of2.6 percent. These VRM 
were nor ci,ed in the plan; ra,her. ,hey are estimated here from the plan's assumption 
tha, TheHandi-Van ridership would grow at 2.57 percent annually. coincident with 
the forecasted population growth for persons 65 and older in Honolulu. The VRM 
estimate assumes constant service productivity (i .e .. boardings per VRM). 

Rail VRM is forecasted to grow to 8.4 million in 2030 from 7.0 million in the first 
full year of operation in 2020 . an increase of 1.8 percent annually. Rail VRM would 
initially be 0.5 million in 2016. reflecting a partial-year operation, growing in Sleps 10 

1.29 million in 2017 and 3.17 million in 2019, reflecting the phased opening plan. 
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Exhibit 5-1: Vehicle Revenue Miles Forecast 
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Exhibit 5-2: Operating Cost Forecast 
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Operating cost fOrBcast 

Exhibit 5-2 (prior page) shows the annual operating cost forecasr for The Bus, The Han­
eli-Van, and the Project. 

Total operating cost would increase 176 percent, to $533 million in 2030 from $193 
million in 2010, an average annual growth rate of5.2 percent. Between2011 and 
2030, The Bus accounts for 67 percent of operating cost, TheHandi-Van 15 percent, 
and the Project 18 percent. 

TheBus operating cost is forecast to increase 104 percent, to $333 million in 2030 
from $163 million in 20 I 0, an average annual growth rate of 3.6 percent. Unit cost 
(i.e., cost per VRM) would increase to $15.45 in 2030 from $8.88 in 20 I 0, an average 
annual growth carc of 2.8 percent, TheBus operaring costs were forecast using a muhi· 
variate cost allocation model, which relates the 2010 cost of an object class (e.g., wages 
and salaries) to one or more operating variables (e.g., vehicle hours). The resulting 
unit costs were escalated to current (i.e., YOE) dollars using forecasts of the CPI (2.3 
percent), health care cost growth (4.87 percent, Bureau of Labor Statistics), and diesel 
fuel cost growth (average 3.1 percent, Energy Information Administration). 

TheHandi-Van operating cost is forecast to increase 179 percent, to $84 million in 
2030 from $30 million in 2010, an average annual growth rare of5.3 percenr. Unit 
cost (i.e., cost per VRM) would increase to $10.21 in 2030 from $6.09 in 2010, an av­
erage annual growth rate of 2.86 percent. TheHandi-Van operating COsts were forecast 
based on the 2010 case per boarding, applied to a boardings forecast of 2.57 percent 
annual growth, and escalated to current dollars based on the CPI forecast noted above. 

Operating costs for the Project are forecast 10 grow 10 $116 million in 2030 from $92 
million in 2020, an average annual growth rate of2.3 percent. Unit cost (i.e., cost per 
VRM) would increase at a 0.5 percent annual rate during this period, reflecting the 
scale economies of this automated operarion. 

As stated in the financial plan, the operating costs for the Project were developed using 
data from the Core Systems Contract hid selected in FY 20 II. Escalated O&M costs 
were bid for the Intermediate O&M Period # I (aka Phase I) and Intermediate O&M 
Period #2 (aka Phase 2). For the Full O&M Period and the Optional O&M Period, 
the Core Systems Contract bid provides operating costs by year in FY 20 I I dollars. 
The contract includes a formula based on indices published by the U.S. Bureau of 
Labor and Statistics (BLS) for labor costs, electricity prices, consumer prices, and pro­
ducer prices to escalate the COstS to YOE dollars. 

The operating activities not covered in the Core Systems Contract will be provided 
directly by HART. These costs account for approximately 10 percent of IOtal Project 
operating cost and include costS for guideway structure inspections and maintenance, 
security patrols (not including the Maintenance and Storage Facility, which is covered 
by the Core Systems Contract), fare revenue collection and equipment servicing, fare 
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Exhibit 5-3: Operating Revenue Forecast 
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inspection and enforcement, nation maintenance (including escalators and elevators), 
and Core Systems Contract oversight. A resource build-up approach was us<d to de­
termine these costs, based on level of service variables. However, the cost estimate does 
not include HART staff and other operating costs associated with other executive and 
managerial functio ns. 

Revenue forecast 

The revenue forecast is shown in Exhibit 5-3 for all sources - passenger fare revenue 
(TheBus. TheHandi-Van. the Project!. §5307 urbanized area formula grants applied 
to preventive maintenance, and the City operaring subsidy. Revenues are forecasted [0 

grow by 176 percenr. to $533 million in 2030 from $193 million in 2010, an average 
annual increase of 5.2 percent. 

Revenues applied to operations are forecasr to exactly equal operating costS, as has been 
the case historically. This feature of the plan occurs because the City would pay the net 
operating subsidy (i.e ., operating cost less passenger fare revenue, miscellaneous operat­
ing income, and grants) from its General Fund and Highway Fund. Consequently, 
no operating cash balance is maintained independent of those of the City funds from 
which the net operating subsidy is paid. 

The assumptions backing the forecast of each revenue source are briefly described 
below. 
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Passenger fare revenues 

Passenger revenues are forecasted to grow 200 petcent, to $142.1 million in 2030 from 
$47.4 million in 2010, an average annual inctease of 5.6 percent. The rates of growth 
in passenger fare revenues vary by mode: 

• TheBus revenues are forecast to grow 99 percent, to $91 million in 2030 
from $46 million in 2010, an average annual increase of 3.5 percent. On 
a unit basis, revenues would increase to $4.23 per vehicle revenue mile in 
2030 from $2.50 in 2010, an average annual increase of 2.7 percent. 

• TheHandi-Van revenues are forecast to grow 194 percent, to $4.4 mil­
lion in 2030 from $1.5 million in 2010, an average annual increase of5.5 
percent. On a unit basis. revenues would increase to $0.54 per vehicle 
revenue mile in 2030 from $0.39 in 2010, an average annual increase of 
2.9 percent. 

• Rail revenues are forecast to grow to $116 million in 2030 from $31 mil­
lion in 2020, the first full year of the Project's operation, an average annual 
increase of 4.1 percent. On a unit basis, revenues would increase to $5.54 
per vehicle revenue mile in 2030 from $4.46 in 2020, an average annual 
increase of 2.2 percent. 

The passenger revenue forecast assumes the same fare structure for bus and rail, with 
free transfers. The forecast assumes that the average fare per linked trip will remain 
constant, consistent with the travel demand model. Fares are assumed (Q increase every 
four years, at a rate that yields a constant real fare between 2010 and 2030. 

§5307 grant funds applied to prevenllve maintenance 

§5307 funds comprise the bulk (94 percent) of Federal grant funds applied to opera­
tions in the operating forecast. The remainder is comprised of funds from the §5316 
Job Access-Reverse Commute (JARC) and §5317 New Freedom grant programs, 
which total about $1 million per year. 

§5307 funds are applied intermittently to operations - steady at the current (2010) 
level of$21 million through 2012; zero in the period 2013-2019 due to the §5307 
funds being applied to the capital costs of the Project during that time; then again from 
2020 ($22 million) to 2030 ($19 million). Between 2020 and 2030, §5307 funds ap­
plied to operations average $24.7 million. This converts to about $18 million in 2010 
dollars, which is less than the amount actually applied to operations in 2010. 

The overall §5307 grant fund forecast included in the financial plan assumes baseline 
growth (i.e., net of the impact of the Project) of 3.1 percent annually. The Project will 
increase (he Honolulu urbanized area apportionment, because it adds to operating 
statistics used to apportion the funds (e.g., vehicle revenue miles). With the Project 
included, §5307 apportionments are forecast to increase at a 4.5 percent annual rate 
between 2010 and 2030. 
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Exhibit 5-4: 
City Transit Subsidy as Percentage of General Fund & Highway Fund Revenues 
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fisell ytat (ending June) 

City Dperallng subsldl.s 

City operating subsidies are forecast to grow 199 percent, to $372 million in 2030 
from $124 million in 2010, an average annual increase of5.6 percent. These subsidies 
are anticipated to be paid from the revenues of the City's General Fund and Highway 
Fund. as is now (he case. 

Exhibit 5-4 shows the percenrage of the combined revenues of these funds that would 
be required to pay the City share of the transi t operating subsidy. The growth rate of 
the combined fund revenue is assumed to be 4 percent. This rate apptoximates actual 
growth 1995-2010, and is slightly greater than the 3.4 percent annual growth rare 
(201 1-2017, extended to 2024) assumed by the City's Department of Budget and Fis­
cal Services in the debt afTordabil ity analysis discussed in section 3 of this report. 

The transit subsidy share of combined General Fund and Highway Fund revenues 
climbs from rhe currenr (20 10) 10.3 percent to a high of 16.0 percent at 2019, then 
stabilizes at an average 14.2 percent through 2030. 
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5. Fln3nclal C3p3bllily 

Exhibit 5·5: 
Critique of Operating Plan Assumptions 

Hlslorical Forecast 
Item growth rale growth ral. Assessment Impact 
TheSus operations 

Vehicle revenue miles (VRM) O.8'k Reasonable - consistent with demand model 
Boardings per VRM 1.7% 1.2% Reasonable - consistent wah demand model 
Opera ling cost per VRM 5.2% 2.8% Optimistic High 
Revenue per VRM 2.9% 2.7% Reasonable - consistent wilh demand model 
Subsidy per VRM 6.1~. 2.9% Optimistic High 

TheHandl-Van oper.>tions 
Vehicle revenue rna .. (VRM) 3.6% 2.6% Reasonable - renecls target population growth 
Operating cost per VRM 7.5% 2.6% Optimistic Moderate 
Revenue per VRM -2.5% 2.9% Optimistic Modera!e 
Subsidy per VRM 8.2% 2.6'10 Optimistic Moderate 

Rai! operations 
Boardings per VRM 1.6% Reasonable - consistent wrth demand model 
Operating cost per VRM 0.5% Reasonable - based largely on bid 
Revenue per VRM 2.2% Reasonable - cons~!ent wi1h demand model 
Subsidy per VRM .o.~. Reasonable - calctJlated resutt 

System-wide aems: 
§5307 gran! funds 3.0% 4.3% Reasonable given Project impacts 
Tolal operating subsidy 7.1% 5.1% Optimistic High 
City operating subsidy 10.9% 5.6% Optimistic High 

5.1.3 Cr)tlque 

The reasonableness of the operating financial plan assumptions is assessed in Exhibit 
5-5. which compares historical growth rates to those assumed in the financial plan. 

Most of the assumptions are reasonable, particularly those associated with the revenue 
forecasts, with the exception of operating subsidies. 

The forecasted unit subsidies (i .e .• subsidy per vehicle revenue mile) arc well below 
historical experience for TheBus (6.1 percent historical. 2.9 percent forecast) and 
TheHandi-Van (8.2 percent historical. 2.6 percent forecast)_ For TheBus. this dif­
ferential is chiefly due to the divergence between historical unit cost (5.2 percent) and 
forecasted unit cost (2_8 percent)_ A small increase in the unit cost growth rate will 
trigger a larger growth rate in the unit subsidy, since COst is much greater in magnitude 
than passenger revenues. For TheHandi-Van, the divergence in forecast versus histori­
cal subsidy growth refleclS optimistic assumptions with regard to both unit coS! (7.5 
percent versus 2_6 percent) and unit revenues (-2.5 percent versus 2_9 percent)_ 

The forecast of the City operating subsidy also is optimistic - the forecast growth rate 
is 5_6 percent. versus the historical growth rate of 10.9 percent_ 

The unit subsidy growth rate is included in the stress tests described in section 6 of this 
report. 
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5 FinancIal Capablldy 

5.2 CAPITAL FINANCIAL PLAN 

This section describes the capital impact of the Project on on-going capital costs, 
describes the key features of the capital financial plan, and presents a critique of the 
financial plan assumptions. The on-going capital plan cash flow is included in Ap­
pendix D 10 this report. The data cited in section 5.2 derives from the values shown in 
Appendix D unless stated otherwise. Capital expenditures and funding in this section 
of the report are expressed in both YOE dollars and 2010 dollars, the latter to facilitate 
comparison to historical data. 

On-going capital costs include replacement and expansion of existing transit capital 
assets, plus costs of the Project that were not included in the Project financing plan 
discussed in section 3 of this report - additional railcars to service forecasted growth in 
ridership, and the Capital Asset Replacement PlOgram (CARP) that will be included 
in the Core Systems desgin-build-operate-maintain (DBOM) contract. These aspects 
of Project-related cost have only a moderate impact on on-going capital requirements, 
accounting for 14.5 percent of tOlal expenditures (YOE$) through 2030. 

The primary risk in the on-going capital financial plan is the forecasted growth in City 
G.O. bond proceeds ($25.4 million annually, 2010$), which is 52 percent higher than 
the historical benchmark ($16.7 million annually, 2010$). This is a moderate risk to 
rhe financial plan when scaled against the operating plan risks identified in section 5.1. 

5.2.1 Impact altha ProJect 

The impact of the Project on the overall financial plan is significant, but its impact on 
the on-going capital financial plan is slight. 

Two Project-related items are included in the on-going capital plan - additional rail 
cars ($35.1 million, YOE) and the rail Capital Asset Replacement Program (CARP) 
that will be included in the Core Systems design-build-operate-maintain (DB OM) 
contract ($155.3 million, YOE). Togcther, these account for 14.5 percent of the on­
going capital plOgram. 

The purchase of ten additional railcars is expected to be needed to accommodate fore­
casted ridership in FY 2024. The Financial Plan assumes that this delivery will be made 
over two years, with five railcats in FY2024 and the remaining five in FY 2025. 

The rail CARP consists of periodic overhaul, rehabilitation, refurbishment or replace­
ment of major components, equipment and facilities acquired in the Core Systems 
contract. The Core Systems contract s<ts out a maximum level of CARP spending in 
FY2011 dollars for each year of the contract and includes a formula based on indices of 
labor costs and producer prices to escalate the maximum cost budget [Q year of expen­
diture dollars. It is assumed that that the costs in the last year of the Optional O&M 
Period (2028) will continue through the end of the forecast period. 
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5. FinanCIal Capability 

5.2.2 FinancIal plan 

The financial plan extends through 2030. It is Slruerurcd in much the same way as 
exists today, but for the introduction of rail service. The moS! noticeable changes are 
an increase in §5309 Fixed Guideway Modernization funds in the last seven years of 
the forecast, reHecting the phased implementation of rail service, and the rail car and 
CARP expenditures noted above. 

Capltalupendllure forecast 

The capital expendirure forccast, in YOE dollars, is shown in Exhibit 5·6 (following 
page). It includes the addi,ional rail cars and CARP expendi,ur<s no,ed above, as well 
as bus and van Reet acquisition and other capital coscs. 

The acquisition of new and replacement buses is ,he largest single coS! item, 'Q[aling 
$756.7 million in YOE dollars, converting '0 $578.2 million in 2010 dollars. It ac· 
counts for 58 percent of 20 11·2030 capital expenditures. The coS! estimate is consis· 
tent with the Bus Fleet Plan. The H .. t plan includes the replacement of hybrid buses 
with clean diesel buses, and an expansion in ,he Heet - to 490 peak vehicles from the 
current (2010) 428 peak vehicles. 

The CARP program is ,he second.largest single cost item, totaling $155.3 million in 
YOE dollars, converting to $108.5 million in 2010 dollars. It accounts for 12 percent 
of2011·2030 capital expenditures. All these expenditures are incurred in ,he 2020· 
2030 period, after ,he Projeer is fully operational. 

The acquisition of new and replacement vans is the third~largest single cost item, total­
ing $1 34.1 million in YOE dollars, convening '0 $103.5 million in 2010 dollars. " 
accounts for 10 percent of2011·2030 capital expenditures. There is not a current Heet 
plan for TheHandi·Van fleet. 

"Other capital costS" include a variety of bus facility projects. These total $231.7 
million in YOE dollars, converting '0 $199.1 million in 2010 dollars. This categoty 
accounts for 18 percent of2011·2030 capital expendi,ures. The capi,al plan reflects 
expenditures for bus facili'ies programmed in the FY2011·FY2014 Transporta,ion 
Improvement Program. approved on July 2, 2010. The TIP includes projects such as 
the design and construction of the Middle Sueet intermodal center, a maintenance 
facility for T heBus and TheHandi·Yan operations in West O 'ahu, and transi, security 
projects. The financial plan uses cost estimates from the TIP through FY 2016, and 
,hen assumes that $5 million will be spent annually on bus and TheHandi-Van facili· 
ties. including transit security projects, small transit centers, and transit preferential 
neatments. 
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Exhibit 5-6: On-going Capital Expenditure Forecast 
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Exhibit 5-7: OnllOlng Capital Funds Forecast 
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SDurces Df capllal funds 

The sources of capital funds, in YOE dollars are shown in Exhibit 5-7 (prior page). 
The sources include City G.O. bond proceeds, Federal formula funds, §5309 Bus and 
Bus Facility funds, and GET surcharge revenues not applied to the Project financing 
plan discussed in section 3. 

City G.O. bond proceeds are the single largest source of capital funds, totaling $615.3 
million (YOE), converting to $508.7 million in 2010 dollars. This source will fund 
46.9 percent of IOtal capital expenditures. 

Federal formula funds are the second largest source of capital funds, totaling $498.3 
million (YOE), converting to $351.1 million in 20 I 0 dollars. This source will fund 
38.0 percent of total capital expenditures. The formula funds applied to capital ex­
penses are primarily comprised of§5307 Urbaniud Area formula funds, YOE$409 .1 
million ($291.3, 2010$) and §5309 Fixed Guideway Modernization, YOE$144.6 mil· 
lion ($102.6 million, 2010$), which ramp up in the 2016-2030 period, reflecting the 
impact of the Project on the apportionment to the Honolulu urbanized area. There is 
also a small amount (less than $1 million) of funds from the §5316 Job Access-Reverse 
Commute (JARC) and §5317 New Freedom grant programs. Transfers to the State 
vanpool program ($55.7 million YOE, $43.0 million 2010$) are nened out against the 
formula funds. 

§5309 Bus and Bus Facility grants are the third-largest source of capital funds, totaling 
$111.2 million (YOE), converting to $88.3 million in 2010 dollars. This source will 
fund 8.5 percent of total capital expenditures. These discretionary funds are assumed 
[0 be accessible every year in the forecast, a scenario that may not play out given the 
extent of discretionary funds assumed 10 be available for the Project. 

GET surcharge revenues not applied to Project costs (see section 3) are the fourth-larg­
est source of capital funds , totaling $82.6 million (YOE), converting 10 $61.0 million 
in 20 I 0 dollars. This source will fund 6.3 percent of total capital expenditures. 

Rounding out the capital funding picture is an ARRA grant, totaling $5.47 million, 
applied to capital projects in 20 II. 
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Exhibit 5-8: 
Critique of On-Going Capital Plan Assumptions 

Historical 
Value, Forecast value, 

Item 2010$ 2010S A ••••• m.nt Impact 

Bus replacement oost 1 
19.3 28.9 Reasooable: estimate is sulflCient for Nooe 

replacement and expansion 

Van replacement oost 1 
2.0 5.2 Reasonable: estimate is sufficient for None 

rep\acement and exoansion 

Other asset replacement cost' 
9.6 10.0 May be understated: projecl descriptions read Slighl 

more as expansion than replacement 

§5309 Bus granls 2 
4.3 4.4 Reasooable in comparison 10 hislory, but may Slight 

prove more difficult to altain with large §5309 
New Starts grant 

City caP"ai funds ' 
16.7 25.4 May be optimistic; depends 011 City's Moderate 

competinq needs, not addressed in the plan 

notn: 
1. See Appendix E for replacement cost estimates. 
2. Historical value rliscounted at CPI from grant amounts shaNn in Exhibit 4-11. 
J. Historical vatue ~om Exhibit 4·10. 

5.2.3 Critique 

The reasonableness of rhe on-going capital financial plan assumptions is assessed in 
Exhibit 5-8. which uses average annual 201 0$ values as the basis for comparing hisrori­
cal results to for~caS! assumptions. This method is used in lieu of compound annual 
growth rates that can distort this type of comparison when the historical base is short 
(in this case. six years) with highly variable year-to-year changes. 

The revenue vehicle coS! assumptions for both TheBus and TheHandi-Van are reason­
able, which is important given the large extent (68 percent) of the capital program for 
which they account. As noted earlier. the underlying values (i.e .• units and timing of 
Aeet replacement) for the coS! estimate reAect the Bus Fleer Management Plan. 

The other major assumptions presented in the exhibit carry risk, ranging flOm slight to 
moderate: 

• "Other asset" replacement cost ($\0.0 million annually), which ad­
dresses a variety of assets as described above. though close to the historical 
benchmark ($9.6 million annually) may be understated. since the forecast 
includes new facility expense. This poses slight risk. since it is a relatively 
low cost element (\7.6 percent) of the capital plan. and opportunity exists 
to reprogram funds from new facilities to replacement costs. 
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5 Financial Capablldv 

• §5309 Bus and Bus Facility grants ($4.4 million) are close to the histori­
cal benchmark, but because the funds are discretionary may be difficult [0 

attain. The risk is slight - this source accounts for 8.5 petcent of capital 
funds. 

• City G.O. bond proceeds ($25.4 million annually) are 52 percent higher 
than the historical benchmark ($16.7 million annually). This is a moder­
ate risk to the financial plan when scaled against the operating plan tisks 
identified in section 5.1. The actual degree of risk is difficult to determine 
without a financial plan from the City, describing the outlook for all G.O. 
bonds and rhe City's capacity to service that debt. 

None of the above variables were carried forward to the stress tests in section 6, but in p 

stead were considered in the development of recommendations. presented in seedon 8 . 

• • • • • 

This seCtion presented the operating and on-going capital financial plan. , and as­
sessed key assumptions in light of historical benchmarks. The key finding is that City 
financial contributions to these plans are significantly higher in a relative sense ,han has 
hiscorically been the case, and. in the case of operating subsidies. may be understated. 
A stress test of ,he operating subsidy forecast for ThcBus and TheHandiVan service is 
explored in seerion 6. 
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6. Stress Tests 

6. Stress Tests 

The purpose of the stress tests is to evaluate the sensitivity of the financial plan to plau­
sible, adverse changes in key assumptions, and to gauge the City's capacity to accom­
modate those changes, 

Two setS of SUeSS tests were performed - the first set is specific to the Project financing 
plan described in section 3; the second addresses the rate of subsidy growth for TheBus 
and TheHandi-Van services. described in section 5. 

It is doubtful that the City could cover the additional funding requirements produced 
by the stress tests - $2.17 billion through 2030 - from current resources. In its finan­
cial plan. the City suggested that an extension of the GET surcharge past its current 
sunset dare (December 31. 2022) was one potential mitigative strategy and implemen­
tation of value capture mechanisms such as tax increment finance districts or benefit 
assessment districts was another. 

6.1 PROJECT-RELATED STRESS TESTS 

POIUD. (j ASSOClATtS. INC. 

Two Project~rela((~d stress tests were performed: 

• an increase in Project cost of $512.6 million (10 percent of the Cil)"s 
proposed Project cost estimate, including financing costs)i and 

• a decrease in (he average annual growth rate in GET surcharge revenues 
post-2012. to 4.3 percent annually from the 5.04 percent annual average 
growth rate in the Project financing plan. 

The lower GET surcharge revenue growth rate corresponds to a Congressional Budget 
Office forecast (4.9 percent annual GOP growth). less the historical difference (1981-
2010) in growth between revenues from the State 4 percent GET (5.04 percent annu­
ally) and US GOP (5.6 percent annually), as noted in section 3.3.1. 

Both stress tests were analyzed by calculating their annual effect on the Project cash 
/low, and their effect on the Py 2023 ending cash balance of the Transit Fund, the 
fund establish by the City to account for the COsts and revenues used in constructing 
the Projec!. The 10 percent increase in Project cost was converted to an annual cost by 
first apportioning this increase. pro rata ro forecasted Project expenditures 2012-2020. 
then calculating annual debt service expense using the assumptions for G.O. debt 
described in the Project financing plan. The annual effect of the difference in GET 
surcharge growth rates was calculated by applying a 4.3 percent growth rate to the 
Py 2012 estimate and subsequent years, then subtracting the baseline GET surcharge 
forecast. 

prepared lor the Federat Transit Adm i nistration 
Ja nuu y 25. 20 12 

page 58 



6 Stress Tnts 

Exhibit 6-1: Project-Related Stress Tests - Impact on Transit Fund 
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Exhibit 6-1 depicts the results of these stress tests, which can be summarized as follows: 

• 

• 

• 

The 10 percent increase in Project coS( would add $709.4 million to Proj­
ect expenditures, and would reduce the ending cash balance to a negative 
$664.0 million. 

The lower growth rate for GET surcharge revenues would remove $103.0 
million from Project revenues, reducing the ending cash balance to a nega­
tive $57.6 million. 

Together. the stress tests act to increase the funding requirements for the 
Project by $812.5 million, and would reduce the ending cash balance to a 
negative $767.1 million. 

Either stress test would eliminate the planned $83 million transfer to on-going capital 
cost (described in seerion 5.2), intended to help fund the cost of additional rail cars 
and the rail Capital Asset Replacement Program (CARP). 
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6 Stress Tcsls 

&.2 STRESS TESTS AFFECTING THE CITY OPERATING SUBSIDY 

PORrO., AS5OClATIS.lMC. 

Two stress tests were performed that affect the amount of City subsidy required for 
TheBus and TheHandi-Van. 

As noted in seClion 5. the forecasted rate of growth in unit subsidy (i.e .• subsidy per 
vehicle revenue mile. or VRM) for each of the services is low relative to historical ex­
perience (2005-2010). TheBus subsidy per VRM was forecast at 2.9 percent annually. 
versus a historical rate of 6.1 percent. TheHandi-Van subsidy per VRM was forecast at 
2.6 percent annually. versus a historical rate of 8.2 percent. 

For TheBus. the stress test applied 4.5 percen, annual growth to the FY 20 II value 
calculated from the financial plan. then calculated the difference between the stressed 
value and the baseline forecast. Because the revenue forecast for The Bus was deemed 
reasonable. ,his stress test really reflects on the fotecasted unit cost (i.e .• COst per VRM). 
which at an average annual grow,h of 2.8 percent annually was less than historical 
growth (5.2 percent annually. 2005-2010). The stressed 4.5 percent annual growth in 
TheBus unit subsidies reflects 4.1 percent annual growth in unit cost. 

A similar procedure was used to stress ,he operating subsidy for TheHandi-Van. The 
stress test applied 5.5 percent annual growth to the FY 2011 value. Because the both 
the unit revenue forecasr and the unit cost forecast for TheHandi·Yan were deemed 
optimistic. the stress test implies less favorable values for both variables. The fore­
casted unit revenue (i.e., revenue per YRM). at 2.8 ~rcent a.verage annual growth, is 
more than historical growth (-2.5 percent annually. 2005-2010). The forecasted uni, 
cost (i.e .• COst per VRM). at 2.6 percent average annual growth. is less than historical 
growth (7.5 percent annually. 2005-2010). The stressed 5.5 percent annual growth in 
TheHandi-Van unit subsidies implies 1.75 percent growth in unit revenues and 5.4 
percent growth in unit cost. 

At these less favorable growth rates. TheBus annual subsidy would grow to $314.4 
million in 2030. versus a forecast of $241.9 million. The cumulative effect is to add 
$569.9 million to the subsidy forecast. 

Similarly. TheHandi-Van annual subsidy would grow to $143.1 million in 2030. versus 
a forecast of$79.7 million. The cumulative effect is to add $441.3 million to the 
subsidy forecast. 

The combined impact. 2011-2030. is $1,011.2 million. which would add 22 percent 
to the overall subsidy forecast. This nee amount would be added to the City's opera,­
ing subsidy. which already reflects the application of Federal grant funds to preventive 
maintenance. The resulting 7.7 percent average annual gtowth rate in City-funded 
subsidies for TheBus and TheHandi-Van is still less than the average growth experi­
enced 2005-2010 (10.9 percent annually). 
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exhibit 6-2: Stress Test 
City Transit Subsidy Percentage of General Fund & Highway Fund Revenues 

H.~ r-----------~, ---------------------------------------------

! 
I 
i 

actual « 1» lor.tlS( 

i 
20.0% . 

I 
! 

t5.0% . • 

10.0% . 

• 

• . .... 
• • • • • • • • 

• Snlllne Jortc.II 
-SI,."ed 

~~#~~~~~~~~~~~~~~#~~~~~~~~ 
flsc;aI ye.r ,ending June) 

The combined effect of these two stress tests on the City's subsidy as a percentage of 
General Fund and Highway Fund revenues is shown in Exhibit 6-2. This chan in­
cludes City subsidies for the Project; these were not included in the stress tests because 
the operating cost and passenger revenue atimates were deemed reasonable. Thus 
Exhibi[ 6-2 reflects the baseline forecast of rail operating subsidies, and the stressed 
values for TheBus and TheHandi-Van subsidies. The increase in subsidy requirements 
associated with [he stress tests would require a growing percentage of the General Fund 
and Highway Fund revenues, rising to 19.2 percent at 2030 from about 10.3 percent 
in 2010. 
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6. Stress Tests 

6.3 CITY'S CURRENT CAPACITY TO ADDRESS STRESS TESTS 

POInD. (i ASSOCIATES. INC. 

The magnitude of additional funding requirements found in the stress tests - about 
$I.B I billion through 2030 - is unlikely to be funded from the City's current resourc­
es. 

The City's General Fund had an unobligated fund balance of $104.1 million .tthe 
dose ofFY 2010. an increase of$46.7 million since 2005. The Highway Fund had an 
unobligated fund balance of $23.5 million at the dose ofFY 2010. an increase of $6.9 
million since 2005. These combine to a maximum $127.6 million currently available. 
and imply growth of about $10.7 million annually. It is doubtful that the City could 
bear ,he additional costs of the stress t~sts from current revenues. 

In its financial plan. the City suggested that an extension of the GET surcharge past 
its current sunset date (December 31, 2022) was one potemial mitigative strategy and 
implementation of value capture mechanisms such a tax increment finance or benefit 
assessment districts was another. A GET extension would provide an opportunity to 

amortize Project debt over a longer period. improving the annual cash flow. and per­
haps providing a means to fund the Project's operating subsidy. 
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7 Conclusions 

7. Conclusions 

I. All the non-§5309 New Starts funds included in the Project financial plan 
($3,575.95 mill ion, YOE) are committed. 

2. The financing costs attributed to the Project ($247 million) are conserva­
tive. 

3. The GET surcharge-funded debt to be issued for the Project will not be 
constrained by the City's debt affordability guidelines, since the guidelines 
have been waived. 

4. GET surcharge revenue, the dominant source of local financing for the 
Project, is forecast to grow 11.9 percent in 201 2, and a[ 5.04 percent rate 
through 2023. The 5.04 percent rate is consistent with [he estimated 
long-term (1981-2010) GET surcharge revenue ttend. 

5. At this time, there is no additional capacity in the Project financing plan 
[Q fund Project cost increases. or [0 mitigate other adverse events. 

6. Transi t operating subsidies funded by the City increased at a 10.9 percent 
annual rare herween 2005 and 2010, reflecting extra-inflationary cost 
growth, and expansion of highly subsidized demand-responsive service. 

7. Transit capital assets, on average, are in the last th ird of their useful life -
buildings and improvements are relatively younger, but all other assets are 
in the last quarter of their useful life, most importantly revenue vehicles. 

B. The operating and capital financial plans require a greater relative degree 
of City fin ancial support than has historically beon [he case, which could 
be pushed yet higher if an optimistic subsidy forecast is not realized. 

9. The operating cost forecast for the Project reflects an accepted bid, and 
can be considered teasonable. but some additional costs for activities per~ 
formed by HART need to be added to the cost estimate. 

10. The Project will require a 54 percent increase in City subsidies relative to 
2010. 

11. Stress tests performed on the Project fi nancing plan - a 10 percent increase 
in Project cost, and a 4.3 percent GET surcharge growth rate (post-201 2) 
- would increase City funding requirements by $709 million and $103 
million, respectively, to[aling $8 12 million. 

12. Stress tests performed on the operating subsidy forecast for The Bus and 
TheHandi-Van services indicate that subsidies could increase by 22 per­
cent ($1,01 1 million), 2011 -2030, which may be un affordable. 
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8. Recommendations 

POlITER Ii ASSOCL\TES, INC. 

I. The operating con estimate for the Project should be revised to include all 
rdevant HART board and staff activities. 

2. The assumptions used to estimate Project financing costs were very con­
servative. Prior to a FFGA for this Project, HART should ensure that the 
interest rate assumptions and other factors affecting debt capacity (e.g., 
coverage requirements) are consistent w ith the then-current market out­
look, so as to not overstate financing costs in the FFGA. 

3. The City should revi.e and amend its financial plan to address the follow­
ing items: 

a) 

b) 

a specific plan as to how the City would fund Project coS! increas­
es from resources which require no further approvals. 

a description of the historical factors contributing to extra-ioRa­
tionary unit coS! growth for TheBus and TheHandi-Van services, 
and an explanarion of how these fac(Qcs are considered in the 
operating cost forecast. 
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Appendices 

A. Sources of Project Funds 

B. Project Cost Estimate (March 20 II) 
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E. Transi t Depreciable Assets at June 30, 20 I 0 

prepared lor Ihe Federal Transit Adminislrallon 
JanuarV 25. 2012 

page 65 



APPENDIX A 

APPENDIX A: 
Sources of Project Funds 
)'OeSmilllonl 

Federal Funds 
City Flml Year !~ 55307 subtotal, 

(tndlng Jun.' NewStalta Urb.Area ARRA Federal Local tolll 

Prior 10 2012 20.91 4.00 24.91 171.46 196.36 
2012 224 .08 224.08 509.98 734.07 
2013 250.00 31.71 281.71 564.88 846.59 
2014 250.00 32.48 282.48 566.94 849.42 
2015 250.00 33.~ 28326 392.33 675.59 
2016 228.48 34.06 262.54 348.42 610.96 
2017 191.63 34.87 226.50 421.11 647.61 
2018 98.33 38.35 136.68 224.91 361.59 
2019 30.03 39.27 69.30 74.29 143.59 
2020 6.54 6.54 53.64 60.18 

!alai 1,550.00 244.00 4.00 1,798.00 3,327.95 5,125.95 

% ollolal 30.2% 4.8% 0.1% 35.1% 64.9% 100.0% 

source: Honolulu High Capacity Transit Corridor Financial Plan, Table A·1, September 2011 

fOR'ttR Ii ASSOCIATES, tNc. 
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APPENDIX B: Project Cost Estimate at July 2011 
NoI': Ilu rll,.,.,n l rOil rJt jm4U is $5.126 m,I/'Dn. 'fhat , slimalr 111M not 4vaiJahk in sec Workshl'n form41 lit ,h, lim' oflhis "port. 
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APPENDIX C 

AppendlxC: 
Transit Operating Trend, 2005-2010 

trend1 2005-2010 
2aoS 200& 2007 2008 2009 201D 6 "" CAGR 

"ThtBus" (1Iotot fkn) 
VRM (00bt) 18,389 18,019 17,92" 18,273 18,462 18,3<1" ('5) -lI.2% 0.0% 
O&M ($00011 127,069 137,938 142,867 154,331 165,079 11;2,938 35.869 28.2% 5.1% 
Fare Rev (1000I) 39.925 41.531 41,742 41,984 "2,455 45,875 5.950 ".9% 2.8% 
Operating subsidy (10005) I 87,144 96,405 101,125 "2,347 122,624 117,063 29,919 3<.3% 6.1% 
BoWng$("'1 67.408 70.3&1 71 .749 69.160 17.330 73.159 5,751 8.5% 1.7% 
Cost per VRM 1$) 6.91 7.SS 7.97 8.45 8.94 B.SS 1.97 28.5% 5.2% 
Fare revenue per VRM (I) 2.17 2.30 2.33 2.30 2.30 2.50 Q33 15.2% 2.9% 
~_per-"I ".7" 5.35 5.84 6.15 6.84 6.38 1.84 34.1% 6.1% 
Boardings per VRM 3.67 3.91 4.00 3.82 4.19 3.99 0.32 8.8% 1.7% 
Fare r~ry ratio 0.31 0.30 0.29 0.27 0.26 028 (0.031 ·10.4% ·2.2% 
Average t'8'IeIltJe per boarding (H 0.59 0.59 0.58 0.60 0.55 0.63 0.03 5.9% 1.1% 
Fun cash fare IS) 2.00 2.00 2.00 2.00 2.25 2.50 0.50 25.0% '.6% 
Ralio of a~ rev/brd 10 fuU cash lare 0.30 0.30 0.29 0.30 0.2" 025 (0.05) ·15.3% ·3.3% 
Fleet size 525 525 531 541 531 530 5 1.0% 0.2% 
Peak vehicles 416 <15 42. 439 439 428 12 2.9% 0.6% 
Spare nlbo 26% 27% 25% 23% 21% 24% .2% ·9.0% .1.9% 
A~ FleolAlle 7.3 S.3 B.' 9.2 9.9 10.2 2.9 39.7% 6.9% 

"Ttl,Hlndl·V.n" (Dtmlnd R .. pon .. ) 

VRM ""'I 4,152 4,322 4.608 4.833 5,000 4,960 808 19.5% 3.6% 
O&M ..... I 17.634 22.109 24,813 28.233 30.562 30,198 12,564 712% 11.4% 
Fare Rev ($0001) 1."37 1.512 1,601 1,631 1.664 1.509 72 5.0% 1.0% 
Operating subsidy (SOOOs) 1 16.197 20,597 23,212 26.602 28,898 28,689 12.'92 77.1% 12,1% 
Boardings liXXIIJ 757 784 808 834 841 790 33 U% 0.9% 
Coso per _ til 4.25 5.12 5.38 5.84 6.11 6.09 1.84 43.4% 7.5% 
Fare revenue per VRM I$) 0.35 0.35 0.35 0.3< 0.33 0.30 (0,041 ·12.1% ·2.5% 
Operatinf,l subsidy per YAM ($I 3.90 4.77 5.04 5.50 5.78 5.78 1.811 48.3% 82% 
Boardngs per YAM 0.'8 0,18 0.18 0.17 0.17 0.16 (0.021 .12.6%- -2.7% 
Fare recovery ratio 8% 7% 6% 6% 5% 5% (0.031 ·38.7% ·9.3% 
Average revenue per boarding IS) 1.90 1.93 1.98 1.96 1.98 1.91 0.01 0.6%- 0.1% 

Fleet size 194 20S 220 2.5 29S ,,' ,,' ".' ,,' 
Peak \lehides 157 171 188 205 m ",' ",' ",' .. ' 
Spare ratio 2'% 20% 17% 20% 29% na' , na' na' no 
Avg FleetAge 4.8 5.6 ' .7 '.7 '.8 5.9 1.06 22.1'4 4.1% 

SYSTEM 
VRMIOObI 22,541 22.3<1 22.532 23.106 23.'62 23,304 793 3.4% 0.7% 
O&M ..... I 144.703 160.045 167,680 182.564 195,641 193,136 48,'33 33.5% 5.9% 
Fare Rev (SOOOI) 41,362 43,043 43,3-43 43,615 44,119 47.3&4 6.022 14.6% 2.8% 
Operating subsidy ($OOOs) 1 103.3<1 117.(102 124,337 138,949 151~22 145.752 42,411 41 .0% 7.1% 
8o&rdings (iXXII) 68.165 71.168 72,557 70,594 78.171 73,949 5,784 8.5% 1.6% 
Cost per VRM IS) 6.42 7.16 7.44 7.90 8.3< 8.29 1.87 29.1% 52% 
Fn revenue per VRM (1) 1.83 1.93 1.92 1.89 1.88 203 0.20 10.8% 2.1% 
__ perVRM(~ 4.58 5.24 5.52 6.01 6.46 6.25 1.67 36.4% 6.'% 
Boardings perVRM 3.02 3.19 3.22 3.06 3.33 3.17 0.15 '.9% 1.0% 
Fn recxwery ralio 0.29 027 0.26 0.24 0.23 0.25 (0.04) ·14.2% ·3.0% 
Average revenue per boarding IS) 0.61 0.60 0.60 0.62 0.56 0.64 0.03 5.6% 1.1% 

HlMCH: HaIiDnat Tf1fIsit Database IIVMIII pof'es. 200>2009: 2010 dall tom City of HonoIu\I NID StIbmit\aI 

notes: 
1. Operalilg subsdyis cabJated as .... &llefenc:e betweenopetating oost and Qr1ILWf11'1U8. khIaI wbsidypaid IteCiy may be leu. ®II to usa otgt'1nIS and 01tler SoCMI* Dfopemng incomt. 
2. The 11M, lite reported by !he City for 2010 is leu tl\an earlier years, ,nd its dafJriIion is not eonsislent Mth the neet Hrin reported in the NTO annual profiles. Trend Slats were not calculated. 
CAGR" c.ompoond aMlII) growth rate 
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APPENDIX 0 

APPENDIX D: 
Bueline cash Flaw, September 2011 (draft) 
't0l! tMllllona 

"-" Y~I ... "'r..... ]010 20:! 2011 ~on 10\4 101'. 1016 111 1 1 

CAPITAL PLAN 
Proikt ~ftdl ... SOIoln:u 

Net GET Surcharge Revenues 121 166 '" 195 '" m m m 
New St¥ts ~ for the Pro~ 21 224 '" 250 250 228 192 
S3Ql foffrvJbo fuId5 Used to( the Pro;ect J2 J2 II " J5 
MlAA f&nb lked for the Project 

ket Proceecb from 1..cn9-~ Debt 1110 ". 350 
Net Plc:aech from Medum Tetm HoteIi (6'Hs) .. 71 1J) 

H« ~ from Me6..Im Term Not5 (GNU) '" J60 22t 
Net Prooeeds from Short-ltm'I Construction FlI'oiOOn9 1110 1110 1110 1110 1110 

ProjKt. ca.pItM Costs 

Total Capht Cost '" 117 '" '" ... '" 580 603 
Debts-k:e 

Total PrincIpal Paymerl on Long-term Debt 50 
TotaIl~ Payment on l.ong·tenTI.Debt 7 27 
MedIum Term Notes Due (BANs) .. 71 
MedIum Term Interest Due (SANs) 3 2 
MedIum Term Notes Due (<iANs) ". 2IJ 182 
Mectlum Tem Intefe5t Due (GNIs) 16 16 , 
Shcrt·te'nI Ananciflv Due 100 100 100 100 
Ananc:e 0IerQeS on Short·term Debt 3 3 3 
T,.nslfsd&cess GeT SurcharOe FIonb to OI~iQ CI~ 

Total 'tOt:ed: Uta Of'uads .. 117 734 ... ... ' ,001 .... 1,047 
Fl ... """,,- 10 21 31 .. 

Pn:Ijed: CMh BIIIMcII _1M .. C:uh BMlinm 
'"~ ". ." .. 

AQdIIIons (~) to CASh ., 
" 1ll2) '''1 I!~CMtI ___ ". m .. 

Fuftdlftg s-rca forOntoinv SyIt_...nse c.pt.1 Colt 
FMfoI o!a!Sl(g till: 00 ........ r-..a r,gg 

SJ09 Fbed GuIdew.,- ModemIlation Nrods 2 

5)(8 8us 0IJaetI0r\rf Graots • • , , • , 
5101 UUd for OngoIng capital Cost , , 10 

AAAA Fund5 Used for OngoIng ClpItat Cost 20 
FT" Semon 5316 (JARC) and S1l7 (New Freedom) 0 0 0 0 0 
T'rarKtes to Ifle State's VInpooI ~1lIITl Il) tll 12) (2) (2) (2) III (ll 
Total ,..,.. Aaistlinc. for Onpoinp c.p~ Coat !S " 16 • • • • • 

Ongp!ng CIty ctph! fll!d!ng 

Tianster d Excess GeT Surcharge Funds from ProjeCl c.pital AI" 
CIty General Obligation BoncI Proceeds , , 22 58 60 SS 70 " 
Total fundi, ~ few Onsolnp ClpIt!! COlt .. 26 ]I .. .. 61 ,. 

" 
0,.... c.pItal CoD 

Additlonlll Railea' Acqulstions 

A.lY Cac*.eI Asset Replacement Program (CAAP) ""- " " 24 17 " Jt J2 J6 

""'" ""'" Co<t " • , 
" .. 2' )7 

NOTE: This Baseline Cuh Flow uriliud a Project CoS( Estimate of $4.879 miffion. cxduding financing costS. This cost 
estimate was confirmed by the PMOC in December 2011, and is leu than the cninucc appearing in Appendix B of this report 
($4.983 million. excluding financing oosts). The: estimate appearing in A~ndix B was the most recent Project Cost Estimate: 
OuJy 2011) available in the sec Worksheet format typic.ally included in a Financial Capacity Assessment report. 
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APPENDIXD: 
Baseline cash Flow, September 2011 (draft) 
yO!. $mUlions 

HPEND I X D 

(t.'"'' ~~..,. ~ .'Ott ] ell lOll lO Ll 'Il l ~ It l'> ID 1(, ]O~1 

OPERATING PLAN --fare ReYenues (Thtttus) .. 53 
Fare Revenues (RIM) 

lU En ~m 't!B!'~1 I I 
ToS!! Intern Oer!tf" AmnII! .. !S 

Fed." OpeqUftII Aaistanw 
FTA Sectton 5307 fO!lTIIA r1Jnds Used ror Prew:ntIve MlIInt. " " ru ~I ~JI6 'l!85;;l!!!ll ~JP'~ rhea»"l I 
Igt!! "mmtS!f1t! Onr!t!on. .. 16 

!.oc.tl DlMnltlng ~ 
Oty's OpomtlnQ Subsidy U1 ". 

0,....10,. and MIolnten.rKlII (OIoM_ eoID 

~"""-
I" 170 

Axed GuIdeway O&M Cost 
TheHandl-Vtn OIM Co5ts " " ~gt.I!Is:. I 
TR'!! O&M Cute liS 20S 

,.r.box Recavcry btio (Thdu. .nd Rail) 2&> ... 31.1.". 
~~RItio,ThdIu5) 11.1"" 311"-
fWebo. ReaNefy Ratio (RaIl) 

PORTO.' ASSOClATtS. INC. 

.. 55 " .. 7l 7l , • 
I I I I I I 

at " .. H n ?! 

'I 
I g I I I I 

" !7 .. .. " 1, 

III 165 I7l I7l lO6 m 

176 I" I" '00 '" '" 31 50 

" " 19 '1 " " I I I I I I 
213 Ul In 242 ... III 

30.''''' 2 ..... 2UI.". 31.9"" .U"" 2 .. ,.,. 
30.6"- " ... " .... J2.9'Mo J< .... ",.. 
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APPENDIXD: 
BaselIne Cash Flow, september 2011 (draft) 
val $mIllions 

CAPITAL PLAN Pro'" f unding Soutca 
Net GET ~ ReYenuH 

New Starts \tr.eIues rOt" the Project 
5307 FQfmuIii Funds used for II'Ie Pl'o)tlct 
ARM Furod$ Used for the Ptojea 
Net Proc:eecIl Prom Long-term Debt 
Net ProoeecIs from Meclym Term Notes (SANs) 
Net: Proceodj from Med!1,IIII Term Notes (GANs) 
Net P\'ocIeeds from SI'OHetm ConstrvctIon FlflM:iI'l9 

"raJed ea,bf CoItII 
Total CIIpbl Cost 

o.bt s.rvtce 
Total Prindpill "-vment 011 ~-term Debt 
tctIIlnWest P1~ onlorlg-term Debt 
N!Ium Term Note Due (IWb) 
Medium Tertn Interest ~ (BANs) 
Medium Term ~ Doe (GANs) 
MedIum Temltterat Due (GANs) 
SI'M-tsYn FItItncin9 Due 
fll'\al1a: o.oes on Short·term Del:( 

TraflSfer ~ &cess GET SUtd'lari! Ft.nds to o.lOoi"O CI~taI 
Tabl ,,",lid. U .. of fliNil 

""""""-
Pnljed Chh SaLIne. 

a.vJ"""" c..h ""'"01 
AdIttIion5 (6IIetions) to CMh 
flldl!!i c.h "lara 

funding SOu"*, to, O""~"' 5ystem·w~ ~itlll COn 
redeal AssisUIu Ii!! OIKIOIIIG ~II!;QS 

Sl09 Axed Guideway Modemlzation Funds 
5309 Bus DiScntionary Grants 
5107 US«I ror ~ capital Cost 
AAAA funds Uw:d for 0n0cW0!I Capital Co5I: 
fT" Sec:tIon 5316 (JAAC) and S117 (New Freedom) 
Transfers 1:0 the State'l v~ p~ 
Teal,.., .. MMstaOOl for Onr!r!p Cliptt.! CoM 

Onooing CIty Qp!t4I Ftot!np 
Tra.nsfer c:I fkcess GET Surd:woe floAls from Projt(t Capital Plan 
CIty ~ 0bI9ItIOn Bond Proceecb 

Tatal ".ftICf1" Sourc:. for One capital CMt 

Ongolnt ~ eo.t:. 
AddtIonaI RMIaw Ac:quIsirjon5 
!tal CIpbI AsseI ~ ~ (CARP) 

... -"""'''-''''' 

....... ""'-TotIol 0:70'" c.pttel c:o.t 

POImJI £ ASSOCIATES. INC. 

'" '" " 30 
38 " 

"" 153 

" 
100 

liD " 
lDO 160 .. ., 
'" 53 

• 1 

" " • I 
100 100 , , 
, .. ... 
" .. 

• • 

!2) PI • • 

8D .. .. .. 
" " , , 
• .. .. 

APPfNDI X 0 

,..." l gf 6 

'" '" '1M ". , 

" 
'''' '" '" '" ..., 26 " , 

• • 
11 13 13 18 " m ,.. , .. , .. ,. 17 ., " " 
, 

" 11 .S 17 
JO .. ,m (28) (17) , " .. .S 17 

3 5 5 

• • • • • • 
10 31 " 30 " 35 

III P) Pl P2 Pl P) 

" •• 34 11 " .. 
12 " " " " lD 13 11 13 11 " ,s .. 50 .. " " 

17 " 11 13 II II 
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APPENDIXD: 
BaseUne Cash Flow, September 2011 (draft) 
'00 -

APPEND I X 0 

~'I, r''''~ 1 H... J01 8 )0 19 ~O~O l'OH lOll lon lON .ro;r5 

OPERATING PLAN 
o.,..m. ReQnIaU 

Fare Revenues (Tt\eBus) " 7S 
~ RtYtnues (lUll 5 \J 

Tsgf fIB ReYenues '~Vl!ll 1 1 
loS!! hrtsm Pnrtt!", RmnM' .. pt ----FT" SettIon 5307 FormiM Funds Used for Pr~ ~nt. 

LoaII O~'" AsalIhnctl 
CIty', OoetatlrlQ SubsIay 25. m 

OpenHou _net M.I"., __ ,"* (Out) Cofl:I 
TheBI.rS O&.M Costs 223 238 
Fbed ~ 0tiI COSt ., 78 
ThdiIndI-VIn 06M COsts 48 SO 
QUJs:z:~~ I I 
Tot!! otM C9tt! 3D H7 
F.rebox Recovery Ratio (The8Y1.nII RIIU) al,'¥.. lUI¥o 
firebox R.e<overy Ratio (TheBus) 32.3% 31.5"" 
~ ~ RAItio tRait) 

PORTU Ii ASSOCIATES. INC. 

.. .. .. " 77 78 
1I 12 " 31 31 J8 
1 l l 1 1 • 

102 191 191 11' 11. 11. 

22 18 27 " 3S " 

,., l8l "" "., ". .,. 
, .. 2Sl '" '" V, '" " " " .. " " " 55 58 61 .. " I I I I I I 
In m fl. '10 .. , 451 

at.lev. ""', .... .... .,. 30.' .... 10.3" 30.1" 
2H~ "'" 16,'" l'.~ 21.~ 27.1'" 

6.6'Mo ,.,., 8.'" 17.1"" Jl.8'J1o 34.2% 
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APPENDIX D: 
Baseline cash Flaw, September 2011 (draft) 
YOI .... 1111oID 

CAPITAL PLAN 
Pnl:led l'f,lndI", SOurca 

Net GET Surdlarge RevenutS 
~ Stlns Re\ooenua for the Pro~ 
5301 fomLIII Funds lkecI fOf the Project 
AJ.AA Funds Used kif the Pro~ 

Net f'rocI!eck from I.mg-tetm 0dIt 
Net ProoeedI from Medom term ~ (BANs) 
Het Procetdi'rom Medum Tenn HoU:s (GNU) 
Net Prooteds trom Stat·term ~ ~"II 
Inlttat WDtne on CMh BIIIncz 

TotaIl!rojKt S-- of "'nd. 
Projld CApbI costa 

Total Captal cost .... -
TDl.III Principal Payment on t.ong-tenn Deb!: 
Taa.llnl2re5t Payment on l.orI9-tenn Debt 

Medum Term Notes Due (SANs) 
Medium Tetm Interest Due (BANs) 
Medium Term Notes Due (GoANs) 
Medium Term Interest Due (GANs) 
Short-term ANlnOnv Due 

Flnara 0I1~ on Short-term Debt 

Project CHfI, .. t. __ 

a.gIMlftt ca.tlilallira 
AdIItIoM (deletions) 1:0 COSh 
I~ CMIIo ____ 

,~ SOurca foronoDln9 ~ c..pgI COlt 

FIdItII. MlBiDI r. ONllllliICi'~ ~ 
S309 FIxed ~ MDdemIzatiotl Funds 
5)09 !Ius 0Iscrdi0nMy Grants 
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APPENDIXD: 
Baseline cash FIDw, September 2011 (draft) 
YOI! $minioftll 

OPERATING PLAN 
Dpu.tina Revenues 

Fare ReYenues (TheSus) 
Fare Revenues (biI) 

TIY! E!!:Si IteYerIuM !l::!D;!loVll!!l) 
TcrI!' Sntmt DptptIne Hmo", 

Federal Opeming AuilWnce 
FTA Sectlon 5307 FormuII funds Used fOf p~ Milint. 
EI" 5ectIon ~Jl§ OAAO i!!l!iI SUZ (Nm freedoml 
Te' Rmnl!!! 'Dr Optmlon. 

Local O~tinll Ankbnct: 
av's ()perona Subsidy 

Opor.tiGns.nd Malnten.ntlO (D6.M) Costs 
TheBus O&M Costs 
Axed Gu\dewav O&M Cost 
TheHancll·Van O&.M Costs 
Qtba:Q&~~ 

Tota' O!" CO!!! 
FarebolC RecoverI RllUo (Thelkd .nd IbU) 
Farebolc P.ea:M!ry RatIo (The8us) 
Farebox Rea:wery btlo (Rail) 

POKI'IR Ii ASSOCIATtS. INC. 

79 79 

" 39 
4 

III 123 

37 J4 
I I 15, 1S! 

30, m 

29' 30' 
97 101 
70 73 
I 1 ... ... 

H.'Vo :Z'.3~ 
26.6% 26.0% 
34.2% 37.2% 

APPENDIX 0 

" 90 91 1.186 
<5 46 " ... , 

4 4 4 I'l 
H. 119 112 1W 

• 17 19 33' 
1 1 1 ZQ 

19 152 19 H4! 

350 361 J72 5.289 

'" '" 333 5.138 
106 "' 1!6 1.331 
77 81 .. 1.117 
1 1 1 ~J 

"" 520 535 7"]8 

32.1'" 31.1'" 30.6ON 
28.S~ 27.9'111 27.3% 

377" 39.1% 39.'" 
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APPENDIXE: 
TransH Depreciable Assets at June 3D, 2010 
$mll. 

COil Actumulated Net 
Basis D!!rKlatlon BookV.lu. 

BUI operations 
Revenue vehicles (buses) 200.2 1152.6) 47.5 
Autos & trucks 2.1 11.8) 0.3 
leasehold Improvements 5.1 11.3) 3.9 
Buildings 46.9 119.1) 27.9 
Machinery & Equipment 9.6 19.4) 0.2 
Revenue Collection Equipment 2.6 12.5) 0.1 
Computer Equipment 1.7 11.4) 0.3 
Communications Equipment 12.4 (11.1) 1.3 
Office Furnishings & Equipment 0.0 10.0} 

tolal, bus 260.7 1199.2) 81.5 

Parattanslt opllllUons 
Revenue vehicles (vans) 13.1 110.1) 3.1 
Autos & trucks 0.' 10.3) 0.0 
leasehold Improvements 9.2 10.2) 9.0 
Buildings 11.7 10.8) 10.9 
Machinery & Equipment 0.3 10.2) 0.1 
Revenue Conection Equipment 
Computer Equipment 0.2 10.2) 
Communications Equipment 2.5 11.0) 16 
Office Furnishings & Equipment 

total. paratransit 37.5 112.8) 24.7 

Total deprtdabl. assets 
Revenue vehicles 213.3 1162.7) 50.6 
Autos & trucks 2.5 12.2) 0.3 
leasehold Ifll)rOVements 14.4 11.5) 12.9 
Buildings 58,6 119,9) 38,8 
Machinery & Equipment 9,9 19,6) 0.3 
Revenue Collection Equipment 2,6 12,5) 0,1 
Computer Equipment 2,0 11.6) 0,3 
ComlTM.mications Equipment 14.9 112,0) 29 
Office Furnishings & Equipment 0,0 10.0} 

lotal 318.2 1212,0) 106.2 

source: Oahu Transit Services, Inc., trial balance at 6130110 (dated Sl17/II) 
Replacement cost estimated at 2.S% annual cost escalation from midpoint of useful frfe. 

PORnR Ii ASSOClAns. INC 

% oflotaJ 
cost bill, 

63% 
1% 
2% 

15% 
3% 
1% 
1% 
4% 
0% 

86% 

4% 
0% 
3% 
4% 
0% 
0% 
0% 
1% 
0% 

12% 

67% 
1% 
5% 

18% 
3% 
1% 
1% 
5% 
0% 

100% 

APPENDIX E 

annual average annual 
% of Iota I %llf, useful depredation replacement cost, 
net vllu. remalnl!!j IIf, Inti 2lItDI 

45% 24% 12 16.7 19.3 
0% 14% 5 0.4 0.5 
4% 75% 10 0.5 0.6 

26% 59% 30 1.6 2.3 
0% 3% 7 1.4 1.5 
0% 3% 7 0.4 0.4 
0% 18% 7 0.2 03 
1% 10% 7 1.8 1.9 
0% 0% 7 0.0 0.0 

77% 29% 22.9 26.7 

3% 23% 1.9 2.0 
0% 3% 5 0.1 01 
9% 98% 10 0.9 1.0 

10% 93% 30 0.' 0.6 
0% 29% 7 0.0 0.0 
0% 0% 7 
0% 0% 7 0.0 0.0 
1% 63% 7 0.4 0.4 
0% 0% 7 

23% 66% 3.7 4.2 

48% 24% 18.6 21.4 
0% 12% 0.5 0.5 

12% 90% 1,4 1.6 
37% 66% 2.0 2,8 

0% 3% 1.4 1.5 
0% 3% 0.4 0.4 
0% 16% 0.3 0,3 
3% 19% 2.1 2,3 
0% 0% 0,0 0.0 

100% 33% 26,6 30.9 
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