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The Broader Context
The New Realities



Greece
8.5%

Fiscal Realities
BUDGET DEFICITS AS A % OF GDP (2011)

United States
10.8%




Billions

Worst Downturn Since the Depression
HOUSEHOLD WEALTH: 1955 — 2011: IN TRILLIONS
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Birmingham, Alabama: 2011
Jefferson County Bankruptcy
Sewer System Debt




Honolulu

The Situation
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Cost of Living: MSA’'s Over 900,000
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Median Multiple

International Housing Affordability
HONOLULU: MOST EXPENSIVE US/NEAR 3X AVERAGE
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http://www.demographia.com/dhi-ix2005q3.pdf

Net Domestic Migration: Population

People are Leaving Unaffordable Areas
BY METROPOLITAN AREA HOUSING AFFORDABILITY
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Net Domestic Migration
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Extra Time in Peak Hour Traffic
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Excess Peak Hour Traffic Delay

16™ MOST CONGESTED: 200 US & EUROPEAN CITIES
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Minimizing Travel Times
ASSOCIATION BETWEEN MOBILITY & AFFLUENCE
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Work Trip Travel 60 Minutes & Over
SHARE OF AUTO & TRANSIT TRAVEL: 2010
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Honolulu
Financial Challenges for Taxpayers
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Billions

Unfunded Government Pension Liabllity
STATE & LOCAL: 2000 — 2010: IN BILLIONS
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Unfunded Government Pension Liabllity
PER HOUSEHOLD IN HAWAII: 2000 — 2010
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Pension Liability Could Grow

ACTUARIAL COMMENTS

1) Deferred losses

2) Higher salaries

3) Retirees living longer

4) Government contributions too little

5) Rosy investment return assumption (8%)



Unfunded City Retiree Health Liabllity
PER HOUSEHOLD: 2007 — 2010 (OPEB)
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Increase In Liability/Honolulu Household
PUBLIC EMPLOYEE RETIREMENT FUNDS 2007 — 2010
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Old-Age Dependency Ratio

Demographic Time Bomb

AGE 65 & OVER PER 100 WORKING AGE
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Sewer settlement will cost Honolulu $4.7 billion over 25 years

&1 Recommend Be the first of your friends to recommend this.
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HONOLULU (HawaiiNewsNow) - Around $4.7 billion, that's the price tag
Honolulu taxpayers will pay as part of a3 sewer settlement. Mayor Mufi
Hannemann announced Thursday that sewer fees on Oahu would increase 3
to 5 percent every year for the next 25 years to pay for it, and that figure is
flexible.

The settlement was part of a consent decree with the Environmental Protection
Agency. The mayor says the city will look to use federal grants to help pay for

the upgrades. On Wednesday the Honolulu City Council voted to accept the CONNECT WITH US!
settiement outlined in the consent decree.




EXPENSIVE
BUT
NECESSARY

"Providing full
secondary treatment
at Sand Island and
Honouliuli
wastewater treatment
plants will drive
monthly residential
sewer fees as high as
$300 in less than 20
years."



WATER SUPPLY

3) Rate Changes
%) Letter from BWS Acting BWS Rate Changes
Manager e
@) Revised Rate Schedule o
Approved
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SITEMAP | FAQ | CONTACT US

Enter Keywords GO!

afe and dependable water supply to our customers.

costs of providing service have grown steeply - electrical power,
—and labor costs continue to rise.

o minimize impacts on customers, the BWS has spread the needed increase over a multi-
year rate schedule. In the first vear of this program, BWS is implementing a system-wide
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HOME NEWS OPINION

dalia Zimmerman | = Print This Article

thh Water Sewage Rates, Car Registration Fees and More
Taxes on the Rise, City Council Budget Chair Wonders How
Island Residents Will 'Make it' J

BY MALIA ZIMMERMAN - Hold on to your wallet

That was the advice from Honolulu City Council Budget Chair Ann
Kobayashi after she was asked about the 9.65 percent annual water use
rate increase authorized by the Board of Water Supply yesterday, which
totals about 70 percent over the next 5 years.

The Board said it needs the revenue to make vital upgrades to island
infrastructure. The island of Oahu, where an estimated 900,000 people
or the vast majority of Hawaii's population live, had 364 water main
breaks per year between 2005 and 2009 - or an average of one break
per day, and that trend continues today.

But Kobavashi is concerned that Oahu residents will be hit hard in the



Financing Rail:
Taxpayers Pay for Rosy Projections
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MEGAPROJECTS (AL

ANDgRISK Rail
AN ANATOMY OF ameiTioN COSt Overrun
45%

Up to 100%

Underestimating

Costs in Public [l 9 of 10
3 Works Projects Cases

Error or Lie?
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Honolulu
Warning
Signs

RAIL

x.ﬁ Illlﬁr,m;

Debt guidelines suspended to facilitate rail
financing

A City Council policy normally imits debt service 10 20 percont of the annual operating
budget
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FTA Concerns: Full Funding Agreement

FTALETTER: DECEMBER 2011

Financial plan “must be further strengthened before FTA will
consider awarding an FFGA.”

Specifically, the financial plan states that additional revenues
may be obtained from an extension of the General Excise Tax or
implementation of value capture mechanisms.

However, these revenue sources require actions by the State of
Hawaii and/or the City that have not been taken and which are
beyond HART's ability to control. Prior to the Project's
consideration for an FFGA, HART should demonstrate the
availability of additional revenue sources that could be tapped
should unexpected events such as cost increases or funding
shortfalls occur.



HONOLULU RAIL

ALREADY THE HIGHEST RAIL
COST PER HOUSEHOLD
IN THE NATION



Washington Metro: Largest New System
CAR POOL RIDERS SWITCH, NOT DRIVERS OR CARS
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Daily Person Trips

Rail Will Not Reduce Traffic Congestion
2007 & 2035 OAHU REGIONAL TRANSPORTATION PLAN
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Washington: Traffic to Downtown
BEFORE AND AFTER RAIL: 1975-2006
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Number of Jobs
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Share of Jobs in Metropolitan Area

Share of Jobs Accessible: 45 Minutes
HONOLULU 2008
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The Way Forward
CONSIDERATIONS FOR THE FUTURE

* PUBLIC FUNDING IS LIMITED
* SPEND ON WHAT IS REQUIRED
—SUCH AS SEWER, WATER, PENSIONS

» AVOID SPENDING ON WHAT IS NOT
REQUIRED

—RAIL IS A PRIME EXAMPLE
* An ineffective extravagance



