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NOTE L – LIQUIDITY RISK 
 
 

In May 2015, the Hawaii State Legislature passed House Bill 134 extending the GET surcharge for the 
construction of the rail project for another five years from December 31, 2022 to December 31, 2027.  The 
extension, which was signed into law as Act 240 on July 14, 2015, requires the Honolulu City Council to 
adopt the tax extension before July 1, 2016.  It is estimated that the five-year extension will generate 
additional GET surcharge revenues of $1.5 billion which would cover the anticipated cost increases and 
revenue shortfall. 
 
On October 15, 2015 the HART Board of Directors were presented with updated cost estimates based on 
recent contract bids, and updated construction industry cost escalation estimates and current economic 
conditions in Hawaii.  The revised projected capital costs were increased by $714 million, including $299 
million for unallocated contingency, bringing the total cost increase to $1.314 billion.  The additional 
increases are attributable to an 18-month extension of the project completion date from January 2020 to 
June 2021, and to continuing escalation of construction costs in Hawaii. 
 
The FTA issued a letter dated November 12, 2015 expressing concern that the City has not yet completed 
the actions needed to extend the GET surcharge that is critical to completing the project.  The letter states 
that “until FTA has agreed to a revised cost estimate and schedule, and a financial plan which includes a 
commitment of all of the local funds needed to cover the cost estimate, FTA cannot award the Fiscal Year 
2015 increment of Section 5309 funds ($250 million) under the terms of the FFGA.” 
 
As of January 21, 2016, City Council Bill 23 to adopt the GET surcharge extension has not been adopted.  
In its current form, Bill 23 would extend the one half percent GET surcharge from January 1, 2023 to 
December 31, 2027 and requires that the expenditures of surcharge moneys be limited to $4.815 billion and 
expended only on the minimum operable segment and associated debt financing costs. It is anticipated that 
Bill 23 will be enacted by the City Council at its January 27, 2016 meeting. 

 
In the event that the City Council does not adopt Bill 23 and extend the GET surcharge beyond 2022, it is 
currently estimated that the project would not have sufficient revenues to complete the construction of all 
twenty-one stations and associated elevated guideway.  In addition, should the GET surcharge extension 
not be extended, the FTA may declare the City in breach of the grant agreement, and discontinue awarding 
the remaining portions of the $1.55 billion federal grant.  The FTA may also require the City to return the 
$503 million of federal funds that have been disbursed for the project to date of which $412 million was 
received as of June 30, 2015 and $91 million was received subsequent to year end.  As of June 30, 2015, the 
potential impact of the aforementioned items, including but not exclusive to any potential impairment to 
capital assets, is not reflected in the amounts reported in the financial statements. 
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