EMPLOYMENT AGREEMENT

This Employment Agreement (“Employment Agreement”) is entered into this
29th day of October, 2014, by and between Daniel A. Grabauskas, whose address is c/o
Alii Place Suite 1700, 1099 Alakea Street, Honolulu, Hawaii 96813 (“Grabauskas”), and
the Honolulu Authority for Rapid Transportation, whose address is Alii Place Suite 1700,
1099 Alakea Street, Honolulu, Hawaii 96813 (“HART”), by and through its Board of
Directors (“Board”). Grabauskas and HART are collectively referred to hereinafter as
the “Parties”.

WITNESSETH THAT:

WHEREAS, HART is a semi-autonomous public transit authority established by
Article XVII of the Revised Charter of the City and County of Honolulu (“Charter”) to
develop, operate, maintain and expand the City’s fixed guideway rapid transit system;
and

WHEREAS, pursuant to Section 17-103.3(c) of the Charter, the Board shall
appoint an Executive Director, who shall be the chief executive officer (“CEO”) of
HART; and

WHEREAS, pursuant to Section 17-103.3(c) of the Charter, the Board shall
establish the qualifications, powers, duties, functions and compensation of the Executive
Director/CEO of HART; and

WHEREAS, on March 1, 2012, the Board in a duly noticed and convened public
meeting appointed Grabauskas to the position of Executive Director/CEO of HART; and

WHEREAS, pursuant to the Employment Agreement entered into between HART
and Grabauskas on March 16, 2012, his appointment as Executive Director/CEO of
HART was effective April 9, 2012, for an at-will term of three (3) years; and

WHEREAS, on October 9, 2014, the Board in a duly noticed and convened public
meeting reappointed Grabauskas to the position of Executive Director/CEO of HART for
a further at-will term of three (3) additional years; and

WHEREAS, the Parties desire to set forth the terms of employment for
Grabauskas as Executive Director/CEO of HART for the new term of appointment;

NOW, THEREFORE, in consideration of the foregoing and of the mutual
promises hereinafter set forth, the sufficiency and adequacy of which are hereby
acknowledged, and intending to be legally bound, the Parties hereby mutually agree as
follows:
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1. DUTIES AND RESPONSIBILITIES: The duties and responsibilities of the
Executive Director/CEO position shall be as set forth in the Position Description attached
hereto and incorporated herein as Exhibit “A”.

2. TERM: Grabauskas is reappointed as Executive Director/CEO of HART for
an at-will term of three (3) years, to serve at the pleasure of the Board and effective as of
April 9, 2015, continuing to April 8, 2018.

3. ANNUAL COMPENSATION: Grabauskas’ annual compensation shall be
TWO HUNDRED NINETY-NINE THOUSAND TWO HUNDRED FIFTY AND
NO/100 DOLLARS ($299,250.00), payable semimonthly in accordance with standard
City and County of Honolulu procedures, consisting of the following items:

A. BASE SALARY: The base salary shall be TWENTY ONE
THOUSAND FOUR HUNDRED THIRTY-SEVEN AND 50/100 DOLLARS
($21,437.50) per month (TWO HUNDRED FIFTY-SEVEN THOUSAND TWO
HUNDRED FIFTY AND NO/100 DOLLARS ($257,250.00) per year).

B. HOUSING ALLOWANCE: There shall be a housing allowance of
THREE THOUSAND AND NO/100 DOLLARS ($3,000.00) per month
($36,000.00/year).

C. TRANSPORTATION ALLOWANCE: There shall be a
transportation allowance of FIVE HUNDRED AND NO/100 DOLLARS ($500.00) per
month ($6,000.00/year). :

4. ANNUAL BONUS AND ADJUSTMENT: There shall be an Annual Bonus
of up to fifteen percent (15%) of the Base Salary amount set forth above in subparagraph
3.A., to be payable upon the successful achievement of annual performance objectives to
be mutually agreed upon by Grabauskas and the Board each year. The Board will
determine whether or not Grabauskas has successfully achieved the applicable annual
performance objectives, and what percentage of the Base Salary amount, up to fifteen
percent (15%), shall be paid to Grabauskas as an Annual Bonus, within 30 days of
Grabauskas’s submittal to the Board of an annual executive report on the one-year period
in question. Upon the Board’s determination that Grabauskas has successfully achieved
the annual performance objectives, the Board shall also consider an upward adjustment of
his Base Salary amount of up to three and one half percent (3.5%) for the next year. In
the event Grabauskas is terminated from employment for any reason other than for cause,
assuming satisfactory performance, the Annual Bonus amount as determined by the
Board will be pro-rated on a monthly basis from the start of the then-current year, and a
pro-rated amount of the Annual Bonus up to and including the month of termination will
be paid for that year. As used in this Employment Agreement, “for cause” shall mean
actions involving gross and deliberate malfeasance, gross negligence, repeated or willful
failure to perform services satisfactorily hereunder or follow established policies of
HART, or final conviction of a felony crime or crime of moral turpitude.
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5. BENEFITS: Grabauskas shall be entitled to all standard City and County of
Honolulu benefits (generally, 21 days per year vacation leave; 21 days per year sick
leave; 13 State holidays per year (14 holidays in an election year); Hawaii Employer-
Union Health Benefits Trust Fund (EUTF) medical, drug, vision, and dental program
options (employee-paid premiums may be deducted from pay before taxes); Hawaii
EUTF no cost life insurance coverage (currently $38,361.00 benefit); deferred
compensation program available).

6. SEVERANCE PAYMENT: Grabauskas shall be entitled to a severance
payment of one year’s Base Salary amount ($257,250.00 for the first year of this
Employment Agreement, subject to adjustment as provided for herein), to be payable in
the event he is terminated from employment prior to the end of the term of appointment
for any reason other than for cause.

7. NOTICE OF TERMINATION: Grabauskas shall give the Board a
minimum of sixty (60) days prior written notice in the event he intends to terminate this
Employment Agreement. The Board shall give Grabauskas a minimum of sixty (60)
days’ prior written notice in the event it intends to terminate this Employment Agreement
for any reason other than for cause. If the Board intends not to reappoint Grabauskas at
the end of the term of this Employment Agreement, the Board shall give Grabauskas a
minimum of ninety (90) days’ prior written notice.

8. LEGAL REPRESENTATION: Pursuant to Section 17-112 of the Charter,
the Corporation Counsel of the City and County of Honolulu shall serve as the legal
adviser of HART and shall institute and defend, as the Board may require, any and all
actions involving matters under the jurisdiction of the Board. Grabauskas shall be
entitled to legal representation by the Corporation Counsel (or by Special Counsel when
the Corporation Counsel is disqualified) in matters relating to his official powers and
duties as Executive Director/CEO of HART.

9. SEVERABILITY: If any provision(s) of this Employment Agreement is held
to be invalid, illegal or unenforceable, the validity, legality and enforceability of the
remaining provisions shall not in any way be affected or impaired thereby.

IN WITNESS WHEREOF, Grabauskas and HART have executed this
Employment Agreement individually or by their duly authorized representative on the
day and year first above written.

HONOLULU AUTHORITY FOR RAPID DANIEL A. GRABAUSKAS:
TRANSPORTATION:

= __N. ' ,

Ivan Lui-Kwan, Chair #

Board of Directors Date: / O / % // ”/
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APPROVED AS TO FORM
AND LEGALITY:

AP

Deputy Corporatiom™Counsel
GARY Y. TAKEUCH!
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ANNUAL PERFORMANCE OBJECTIVES
for
Daniel A. Grabauskas, Executive Director & CEO
Honolulu Authority for Rapid Transportation (HART)
Evaluation Period: April 2015 - March 2016

Powers, Duties and Functions of the Executive Director:
As defined in the Revised Charter of the City and County of Honolulu Section 17-
104, the Executive Director shall:

a) Administer all affairs of the authority, including rules, regulations and
standards adopted by the board.

b) Have at least five years of fixed guideway system experience.

¢) Sign all necessary contracts for the authority, unless otherwise provided by
this article.

d) Recommend to the board the creation or abolishment of positions.

e) Enforce the collection of fares, tolls, rentals, rates, charges, and other fees.

f) Prepare payrolls and pension rolls.

g) Maintain proper accounts in such manner as to show the true and complete
financial status of the authority and the results of management and operation
thereof.

h) Prepare annual operating and capital budgets.

i) Prepare and maintain a six-year capital program.

J) Prescribe rules and regulations as are necessary for the organization and
internal management of the authority.

k) Recommend rules and regulations for adoption by the board.

) Request, and accept appropriations from the city, and request and accept
grants, loans and gifts from other persons and entities.

m) Administer programs promoting appropriate developments near transit
stations, including compilation of city incentive programs.

n) Review development projects having significant impact on the operation of
the fixed guideway system.

o) Plan, administer and coordinate programs and projects of the fixed guideway
system that are proposed fo be funded, wholly or partially, under federal or
state law and required to be transmitted to the Oahu metropolitan planning
organization.

p) Attend all meetings of the Board unless excused.

q) In addition to the general powers under this section, other general or specific
powers may be conferred upon the executive director by ordinance, so long
as the powers are consistent with the article of this Charter.

OVERALL PRIORITIES FOR THE COMING YEAR
Mr. Grabauskas demonstrated again during his third year as Executive Director

and CEO that he is focused on the sound program management of the Honolulu
Rail Transit Project (HRTP), including seeking an extension of GET revenue



given impacts of increasing construction costs and declining revenue. The Board
continues to have high expectations of Mr. Grabauskas. Priorities for the HRTP
overall continue to include safety, cost containment, budget and schedule
adherence, project transparency, traffic mitigation and effective public
communications. . In addition, we are a year closer to the interim revenue
service date, and the priorities for the HRTP include updating financial plans, and
developing a fiscally prudent and equitable intermodal fare policy in concert with
the Board, the Mayor and the City Council, and more detailed operational plans,
including staffing plans and revenue plans to cover anticipated operation and
maintenance costs. A continuing priority will be to maintain transparency and
communication with key stakeholders to build and to maintain confidence in the
management of and support for the HRTP and to effectively coordinate with other
key third-party stakeholders, including but not limited to the U.S. Navy, the
University of Hawaii, the Aloha Stadium Authority, the Department of Hawaiian
Home Lands and the Hawaii Department of Transportation. To assess whether
or not the Executive Director and CEO has accomplished these goals and
successfully executed the duties and responsibilities of his position, the Board
will evaluate performance in the following high priority areas.

ORGANIZATIONAL DEVELOPMENT

* Manage a capital project organization with an emphasis on financial
management, safety, schedule, technical proficiency, transparency, security,
and public awareness and mitigative measures as to the foreseeable impacts
construction will have on residents, visitors, the environment and other
stakeholders;

* Ensure that effective cost-control measures are in place at all levels of the
Authority;

* Revise Human Resources staffing plan, which shall include projections for the
years of operation starting in 2018, and present semi-annual updates to the
Board;

* Ensure successful succession and employee development plans across all
functions of the Authority, including continuing to identify current opportunities
for training of our employees by experienced consultants, and encouraging
employees to take initiative and develop within the organization;

» Coach, train, and motivate staff; manage employee relations; manage the
workflow and prioritization of projects and measure the performance of the
agency and direct staff and take appropriate corrective action when
necessary;

» Ensure that processes, policies and practices are interpreted and applied
consistently and effectively and that the Authority is accountable and
compliant with all current and applicable HART, City, state and federal
policies and regulations; and

» Empower senior management and employees to lead their departments and
functions effectively and efficiently; encourage senior management and
employees to work together and across all functions of the organization,



avoiding "stove-piping" and “choke points”; provide an environment where
managers from each department are encouraged to work together and
present directly to executive leadership;

PROJECT DELIVERY - CONSTRUCTION AND OPERATIONS

Review and reset master project schedule milestones for design and
construction based upon new contract repackaging plans and cost
containment measures;
Implement the HART business strategy adopted by its Board and in
accordance with HART's mission to achieve the vision for the HRTP through
the successful accomplishment of HART's goals in constructing the project
on-time and within the revised budget;
Maintain strong safety records within workplaces, work zones and
construction sites;
Responsibly schedule, authorize, and manage the physical construction of
the HRTP, including but not limited to,

- Meet schedule to construct 6 miles of guideway by the end of 2015,

- Construct 300 columns by the end of 2015, and

- Maintain schedule for the new contract packaging plans and work to

enhance competition and interest in bidding.

Develop recommendations for rail fare policies, including fare gates, to be
presented to the Board, the Mayor and the City Council in the development of
the City’s bus-rail intermodal fare policy; ,
Develop plans for bus-rail intermodal operations in continued cooperation with
the Department of Transportation Services and Oahu Transit Services,
including but not limited to development of a common fare media card,
Facilitate efforts being made by the State and City and County governments
in partnership with developers and landowners to advance transit oriented
development that maximizes ridership and generates the highest return on
investment, in furtherance of the HRTP and the City’s development plans. In
particular, develop and execute MOUs and MOAs with public and/or private
land owners within close proximity of each planned transit station to access
the station from their proposed development;
Make satisfactory progress in the Disadvantaged Business Enterprise
program;
Maintain strong and consistent communications with and oversight over the
DBOM contractor; and
Balance the focus on on-time/within-budget construction milestones, with the
long term vision of delivering future operation and maintenance of the system
in a safe, clean, courteous, timely, dependable, and cost-effective manner.
Maintain strong oversight of Project Labor Agreements and resolution of
disputes and contested practices.



PROJECT FINANCES

Update financial plans and assist in providing information and financial details
in order to help secure additional revenue to meet the project’s current
financial challenges;

Develop recommendation for rail fare policies for approval by the Board of
Directors, Mayor, and City Council in the development of the City’s bus-rail
intermodal fare policy;.

Facilitate with the HART Chief Financial Officer the first City and County
borrowings, and develop a cost-effective borrowing plan, working
collaboratively with the HART Finance Committee, the Mayor, the Department
of Budget and Fiscal Services, and the City Council;

Responsibly manage HART'’s assets and budget, actively monitoring
contingency drawdowns and change orders;

Continue to identify areas for cost reduction/containment and increased
efficiencies and communicate those recommendations and creative solutions
effectively to the Board and management via updated financial plans;
Continue to effectively manage the FFGA process and advocate for full
federal funding as per the FFGA,

Continue to work with State of Hawaii Department of Taxation to improve
State GET surcharge disbursements; and

Work with government officials, commercial and residential real estate
developers and other businesses, and the public to develop initiatives to
develop sustainable revenue sources for the operation and maintenance of
the mass transit system in the future.

STAKEHOLDER INTERACTIONS & COMMUNITY LEADERSHIP

Maintain highest levels of project transparency;

Continuously assess and improve the effectiveness of communications with
the public and other stakeholders regarding financial challenges. traffic
impacts due to HART design and construction activities, on-going traffic
mitigation and business disruption mitigation efforts, as well as revenue, TOD,
and other public-private partnership opportunities;

In collaboration with our contractors, work closely with business and
communities along the alignment to provide information regarding
construction work and take all reasonable steps to mitigate the impact of
construction on traffic and businesses;

Continue to listen to, and work effectively and persuasively with elected
officials, local, state and federal agencies, the U.S. House of Representatives,
the U.S. Senate, U.S. DOT/FTA, Transportation Security Administration (TSA),
the governments of City and County of Honolulu and State of Hawaii, the
University of Hawaii system, and the local business community, organized
labor, public constituencies, NGOs, the media and other stakeholders;



Attend and/or participate in professional group meetings and maintain
awareness of new trends and developments impacting the agency's business
activities; and

Advocate for sustainable development and economic growth for the City and
County of Honolulu and increased revenue for HART, government and local
businesses.

BOARD INTERACTION

Further develop a strong collaborative working relationship with an engaged
10-member Board of Directors; assist the Board in its policy-making duties by
providing relevant information in a timely manner; assist the Board in short
and long-term planning objectives; furnish information to include options and
potential consequences, enabling the Board and its Committees to make
informed decisions;

Provide a semi-annual report to the Board and/or its Committees regarding
progress made towards meeting these goals;

Ensure materials for Board meetings are provided in a timely manner and in
advance of Board meetings, and where possible, posted for public review;
and

Communicate regularly with the Board of Directors about internal operations,
reports and external stakeholder communications with summary reports at
meeting in‘ addition to written materials.

. 452 Jis

Acknowledged J Datd !
Daniel A. Grabauskas
Executive Director & CEO



Semiannual Progress Report to Board of Directors
Daniel A. Grabauskas, Executive Director & CEO
Honolulu Authority for Rapid Transportation (HART)
April - October 2015

As required by my 2015-2016 Annual Performance Objectives, please find below my
semiannual progress report on HART activities and progress. Respectfully submitted
November 9, 2015.

ORGANIZATIONAL DEVELOPMENT

HART continues to maintain and build a strong organization with highly skilled individuals.
We have hired or are in the process of hiring several key staff members, including:

¢ Our new Director of Planning, Permitting, and Right-of-Way will be Jesse Souki who
is replacing Elizabeth Scanlon beginning in November.

¢ Director of Operations and Maintenance is currently vacant since Duane Sayers'
departure. This search is active.

¢ Our new Director of Design and Construction is Chris Takashige who was hired to
replace Lorenzo Garrido.

¢ Kevin Cox has assumed greater responsibility within the Design and Construction
Department and will oversee the east side of the program, including the Airport
and City Center guideway and stations construction contracts and managers.

e Former Assistant Deputy Director of Design Mike Boomsma will assume the role of
Project Manager for the City Center Design Build Contract.

e Safety Certification Manager Ralph McKinney has been hired to replace Paul Baffico.

¢ Deputy Director for Procurement Lori Miyasaki has started work backfilling Nicole
Chapman’s former position when she assumed the position as Director of
Procurement.

¢ Public Involvement Specialist Scott Ishikawa departed and a search for his
replacement is also active.

PROJECT DELIVERY: CONSTRUCTION AND OPERATIONS

We continue to be a very safe project. We emphasize safety by partnering with our
contractors and subcontractors, including participating in a public safety awareness
campaigns with Kiewit. The rate of incidences per 100,000 hours worked remains at
.07. This is favorable to national averages which are approaching 4.0 incidences per
100,000 hours worked on comparable projects.



=  We have made significant progress on our guideway construction as of the end of
October; more than 4.5 miles of the elevated guideway has been constructed,
comprising:
= 250 columns
= 387 foundations
* 3,669 segments cast

= 199 spans in place

= The Rail Operations Center (ROC, formerly the MSF) is now 83% complete.

Overall Yard Work is 93% complete. Utilities installation on site are 97% complete.
The Operations and Storage Building is 91% complete. The Maintenance of Way
Building is 90% complete. The Wheel Truing Building is 97% complete. The Train
Wash Facility is 47% complete.

= HART has obtained construction access to more than 92% of the land area required for
the project. Real estate expenses are running approximately $9M under budget.! .
HART'’s right-of-way staff continues to make excellent progress on acquiring property,
with a limited number of condemnation actions.

= The State Historic Preservation Division concurred in our burial treatment plan and the
burial treatments have been completed. This was a major undertaking, which required
cooperation between HART and Native Hawaiian stakeholders. The success achieved in
this regard has resulted in a model cultural monitoring program.

= The first four rail car shells comprising the first train (two end cars and two middle
cars) have left AnsaldoBreda’s facility in Italy, and have arrived at the final assembly
plant in Pittsburg, California. There they are being outfitted with the major components
of final assembly including interior finishes such as flooring, seats and handrails;
installation of braking and wiring systems; truck assemblies installation and wheels will
be attached; and a final coat of paint. I recently toured the California plant, and [ am
pleased that we remain on track: the first train is scheduled for shipment and delivery
as planned at the end of the first quarter of 2016.

= Asyou know, after receiving bids for the nine-station Westside Station Group in 2014
that greatly exceeded estimates, we canceled the solicitation and conducted an analysis
to determine how we could control cost escalation on these stations and on future
contracts. Our new strategy, which includes breaking the large package into smaller
packages and utilizing the design-build delivery model, has thus far proven successful
to control costs. Bids for the repackaged West Oahu Station Group, Farrington Highway
Station Group, and H2ZR2 Ramp came in within the revised engineer’s estimates.

1 October 15, 2015 Right of Way update presentation to Board of Directors



=  We suspended procurement for the Pearl Highlands Parking Garage, which is currently
under review for further action. It should be noted that the draft budget
recommendations presented to the Board of Directors on October 15 includes funding
for the off-ramp and bus transit center at Pearl Highlands. Staff is working to assess the
parameters of a public-private-partnership (PPP) opportunity for the garage itself. We
will report back to the Board in the future on those efforts.

* The remaining contracts scheduled for award by the middle of calendar year 2016 are:
0 Airport Guideway and Stations Construction Contract
0 City Center Guideway and Stations Construction Contract
o0 City Center Advance Utilities Relocation Contract
0 Kamehameha Highway Station Group Construction Contract (Pearl
Highlands; Pearl Ridge; Aloha Stadium)

= HART continues to develop bus-rail integration plans in coordination with the
Department of Transportation Services (DTS) and Oahu Transit Services (OTS),
including working on the Request For Information (RFI) and Request For Proposals
(RFP) for the procurement of a joint bus-rail smart card fare system. In addition, we are
working with the Board of Directors’ second Fare Policy Permitted Interaction Group
(PIG), which is building upon the work completed by the first Fare Policy PIG.

=  We have issued an RFP for the joint bus-rail fare systems procurement, which consists
of ticket vending machines, fare gates, and card readers that utilize smart cards, and
which will allow seamless transfers between bus and rail. A Memorandum of
Understanding (MOU) covering the cost sharing arrangement between HART and the
City for the fare systems operations and maintenance will be executed prior to award of
the fare systems contract.

=  We have selected the consultant, CH2ZM Hill, to provide technical support for the
procurement of the joint bus-rail fare systems procurement. The notice-to-proceed was
issued in October.

* Disadvantaged Business Enterprise (DBE)participation now stands at $27.9 million, or
6.2%?2 of total disbursed FTA funds received to date.

We successfully completed negotiations with the United States Navy for the transfer of
all properties necessary for utility relocations, the construction of the guideway, and
Pearl Harbor station.

% September 2015 Monthly Progress Report



=  We continue to facilitate efforts being made by the State and the City and County
governments in partnership with developers and landowners to advance Transit-
Oriented Development (TOD) that maximizes ridership, generates the highest return on
investment, and to further the project and the City's development plans. In particular,
we continue to develop and execute agreements with public and/or private land
owners within close proximity of each planned transit station to access the station from
their proposed developments.

= Unfortunately, construction of the project continues to impact traffic through Waipahu,
Pearl City and Aiea. Our construction and outreach teams have been working closely
with many businesses along Farrington and Kamehameha Highways, as well as with our
local and state elected officials, to mitigate construction impacts on businesses.
Challenges remain but we are making improvements to our outreach efforts, our
business mitigation, and our assistance to businesses through innovative programs like
"Shop and Dine on the Line." We are also working with many other organizations and
government entities to come up with additional programs that can be used to assist
businesses in the City Center and Airport sections. We understand that as we move
closer into the more densely populated urban core, we will face even greater challenges
to construct a project and yet minimize traffic, noise, and the impact on businesses.
Finally, we have increased efforts to advance traffic studies for future affected areas
along the alignment.

PROJECT FINANCES AND SCHEDULE

On October 15th, at the direction of the Board of Directors, staff presented an update of our
project schedule and budget, which had been given to the Board in December 2014. Our
finance team also presented a refined income calculation of General Excise Tax surcharge
revenue (GET) based upon actual collections of the half-percent on Oahu since 2007, versus
the previous calculations that had been based upon the prior 30-year average of statewide
GET collections.

The information presented to the Board has now been forwarded to the Federal Transit
Administration (FTA) for their review and comment. In this process of setting a revised
schedule and budget, our partners at the federal government must ultimately approve a
new financial plan and master schedule. We are optimistic that the information provided to
the Board in October will substantially form the basis for that new Financial Plan. However,
we also expect that the FTA and their consultants will have refinements to the plan. We
have an excellent working relationship with the FTA and we will report back on their
reaction to our proposed plans. The information has also been presented in a truncated
version to the City Council Budget Committee, with the full presentation delivered for the
committee’s review.

The proposed plans presented to the Board are attached for your further review and as
reference for this report. (See attached.)



= GET surcharge revenue is being closely tracked and monitored. Since 2007, $1.521
billion has been collected, with cash balance of $291.972 million®. As of the most recent
reporting by the State Department of Taxation (October 2015 for the second quarter of
2015) we received $64.8 million, which is approximately $8 million more than the
current (not updated) plan. With this payment, our GET surcharge revenue remains
approximately $30 million behind the current plan projections.

The project’s contingency balance is at $492.9 million and remains within the buffer
4
zone".

= Change orders continue to be monitored closely; this was identified as a risk in FTA’s
2014 Risk Refresh report.

= We have successfully resolved all significant claims and changes, including negotiation
of claims arising from notice-to-proceed delays with Kiewit and Kiewit-Kobayashi for
the West Oahu/Farrington Highway Kamehameha Highway Guideway, and Rail
Operations Center (ROC) construction contracts.

* The negotiations for a credit of $5.2 million for the change to a four-car configuration,
and the 277 day delay claim for $8 million with AnsaldoHonolulu Joint Venture (AHJV)
were presented and approved by the HART Board of Directors. There are currently no
claims outstanding between HART and AH]JV.

=  We continue to monitor the sale of AnsaldoBreda and Ansaldo STS to Hitachi to ensure
a smooth transition in terms of our project. The sale of AnsaldoBreda and
Finmeccanica’s 40% share of Ansaldo STS to Hitachi was completed on November 2,
2015. Our staff has been holding discussions with AHJV and their parent companies to
ensure that the transition will not affect the schedule or quality of our railcars. In
addition, all prior assurances and protections will carry forward under any new
ownership relationship and have been reaffirmed by Finmeccanica and the AHJV
partners.

* The Board approved the FY2016 operating and capital budgets presented by staff, as
well as the six-year capital plan. The FY2016 business plan was also presented and
approved.

We continue to effectively manage the Full Funding Grant Agreement (FFGA) process
and continued to push for full federal funding as per the FFGA through frequent
communication and meetings with congressional leadership and staff.

% As of August 28, 2015 per September 2015 Monthly Progress Report
* As of August 28, 2015 per September 2015 Monthly Progress Report



An MOU which outlines a debt financing plan in collaboration with Budget and Fiscal
Services (BFS), has been signed. We continue to work collaboratively with BFS, Mayor,
and the City Council to implement a debt financing plan that is both fiscally prudent and
meets the project’s financial needs for the first borrowing later this year.

STAKEHOLDER INTERACTIONS & COMMUNITY LEADERSHIP

We continue to build and maintain relationships with City, State and Federal elected
officials and agencies through written communications and in-person meetings. HART
has also hosted five alignment tours for elected officials to keep them apprised of the
projects progress.

We have met with and look forward to working with the Mayor’s independent rail
consultant, Michael Burns, on ways to build rail better.

We have been working collaboratively with the University of Hawaii system to conclude
negotiations on rights of entry for construction at various campus and university-
controlled locations. We have recently entered into a right of entry agreement with
Leeward Community College (LCC), which will allow construction of the LCC Station,
the only at-grade station on the alignment.

We recently launched the “Shop & Dine on the Line” program, which is designed to help
businesses in the project’s construction areas in attracting customers. We continue to
engage the local business community via briefings, presentations and meetings.

HART continues to operate its Business Alliance Program, which provides regular
updates and informational meetings with businesses and tenants along the alignment.
Two very successful social media workshops were held this summer to businesses free
of charge and HART continues to connect businesses with other agencies that provide
free business development programs.

We continue to keep the community informed through construction outreach meetings,
station design community meetings, Neighborhood Board meetings, regular media
traffic briefings, weekly e-blasts, news releases and social media updates. HART also
sponsors a monthly “HART Facts” ad published in two local newspapers to provide a
consistent, transparent look at the project’s finances.

We continued our transparency efforts by keeping the public informed and engaged
through several media and community events, including a tour of the ROC. These
events keep the public updated on our progress and enhance accountability. In
response to public input, HART has also made changes to its website in order to provide
information in a clearer fashion.



= Regular communication is ongoing with City, State, and Federal agencies and elected
officials regarding traffic concerns. HART continues to host a weekly maintenance of
traffic meeting to coordinate construction activities among city, county, state, and other
significant entities in order to mitigate potential impacts to traffic and promote public
safety.

= Asthe Executive Director and CEO, I continue to further develop an understanding,
appreciation, sensitivity and commitment to the social, cultural, economic, political and
environmental needs of Honolulu, Oahu, and Hawaii.

= We are fostering sustainability efforts throughout the Authority, including working on a
power purchasing agreement for photovoltaic systems at the ROC. An update on these
plans and activities will be presented to the Board later this calendar year.

= I am honored to have been elected to serve on the Policy Board of the International
Association of Public Transport (UITP) as an American Public Transportation
Association representative for the 2015-2017 term. This opportunity will allow me to
learn and share ideas with other leaders in the public transit industry internationally.
This is of particular importance as a resource for us to learn best practices from
operators of fully-automated, driverless systems globally - as there are no such US
system peers.

BOARD INTERACTION

= Staff and I continue to work hard to foster a productive and positive working
relationship with our 10-member Board of Directors through frequent communication
and providing relevant, timely information to help inform the Board’s policy-making
decisions. This is a work in progress - to improve upon what and how we present
information - which we take very seriously.

* Board Administrator Cindy Matsushita and I have worked with the newly appointed
and elected Board members to offer them information and assistance during their
transition. Since my last evaluation we have welcomed three new Board members.

=  We provided briefings and alignment tours to new Board members to provide
information and a first-hand look at our construction progress.

=  We provided opportunities for Board involvement, including collaborative efforts with
stakeholders and outreach events.

=  We continue to provide monthly reports on key program at monthly Board and Board
Committee meetings.



FFGA Financial Plan Update:
GET Revenue Growth Rate

Discussion

Michael McGrane
Budget & Finance

October 15, 2015 1
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GET Growth Assumptions in Original FFGA

Financial Plan

Original Financial Plan
assumes GET
Surcharge revenues to
grow at the 30 year
historical average

— 5.04% Compounded

Annual Growth Rate

In the original plan, the
GET expires on
12/31/2022

Total FFGA Financial
Plan GET revenue
totals $3.291billion

Actual to Date: $39
million under plan

Original FFGA Financial Plan

GET Revenue Projection
(June 2012)
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Historical State Deduction
= Net GET Surcharge Revenues

Historical Net GET Surcharge Revenues

2007 2009 2011 2013 2015 2017 2019 2021 2023
Fiscal Year

Source: Final Financial Plan for Full Funding Grant Agreement (June 2012), page 2-7.
Note: GET surcharge implemented 1/1/2007. FFGA Financial Plan GET revenues begin with the grant’s preliminary engineering date October 16, 2009.
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GET Growth Assumptions from

3% to 5% through 12/31/2027

Revenue ($ in billions, Oct 2009-Dec 2027)

0 0
4 0 074 D

° Evaluated growth Total GET Revenue $4.582 | $4.815 | $5.090
| FFGA S3.291 1.232 1.524 1.790
rates from 3%, 4%, & nerease over FRGA S > > >
0 450 mTo4%
5.04% ]
e Additional GET Actual
revenues range from | l
approximately $1.2 00 1 -
billion to $1.8 billion | gz — o
e Actual GET revenue
compounded annual
growth rate totals
4.07% o |
2014 2015 2016 2017 2018 2019 Cicl)jr(])dafgi:;r 2022 2023 2024 2025 2026 2027
Note: Actual to date figure reflects GET receipts in first full Fiscal Year 2007-8 through the latest GET receipt (July 2015) 3
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Refresh Plan at a 4% Growth Rate

 Refresh uses 4% growth rate in the
financial plan that we will submit to the FTA

— Corrects for the $100 million GET shortfall
Identified in the December 14, 2014 Board Meeting

— Reflects actual growth rate to date

— Adds $1.524 billion through the 5 year extension
(12/31/2027)

FTA/HART Quarterly Meeting 4
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FFGA Financial Plan Update:
Master Project Schedule

Jeff Mack, P.E.
Project Controls

FFGA (Full Funding Grant Agreement with the Federal Transit Administration)
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Master Project Schedule

= Update provides information in response to
HART Board request and FTA/PMOC refresh

. Phase 1 (West Segments)

West Oahu / Farrington Highway Guideway (WOFH)
Kamehameha Highway Guideway (KHG)

East Kapolei to Aloha Stadium (9 Stations)

Rail Operations Center

9 Milestone Dates (“A” & “B”)

VV V V VY

. Phase 2 (East Segments)
> Airport Guideway (AGS)
» City Center Guideway (CCGS)
» Pearl Harbor to Ala Moana Center (12 Stations)
> 6 Milestone Dates (“A” & “B”)

Subject to review and discussion with the FTA
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Master Project Schedule Definitions
Milestone Dates

¢« “A”
>
>
>
>
>

. “B”
>
>

+ Activities between “A” and “B” Dates | =
Vehicle delivery and systems installation =

\ 4

YV V V V

Dates

Substantial Completion of fixed facilities (Quideway, stations, etc.)

Civil and roadway work complete

Major Maintenance of Traffic (MOT) measures are removed
Limited impacts on vehicular and pedestrian traffic
Establishes the new “normal conditions” along the corridor

Dates
Facilities are open for intended use
Passenger service

Completion of systems installation
Systems and vehicle testing

Completion of fire and life safety approval

System Certification

HONOLULUWU RAIL TRANSIT
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Phase 1 (West Segments)
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Phase 1 Milestone Dates*

Facilities; guideway; systems (“A” Dates)

15t Vehicles Arrive: 15t Quarter 2016

Rail Operations Center: 2"9 Quarter 2016

West Oahu/Farrington Guideway (6.8 miles): 3@ Quarter 2016
Kamehameha Highway Guideway (3.9 miles): 2"d Quarter 2017

West Oahu Stations: 4" Quarter 2017
» East Kapolei; University of Hawaii/West Oahu; Ho’opili

Farrington Highway Stations: 15t Quarter 2018
» West Loch; Waipahu Transit Center; Leeward Community College

Kamehameha Highway Stations: 3’9 Quarter 2018
» Pearl Highlands; Pearlridge; Aloha Stadium

Systems Certification & Testing: 3" Quarter 2018

Phase 1 Milestone (“B” Date)

Ready for Revenue Service to Aloha Stadium: 3rd Quarter 2018

*Dates are consistent with Monthly Report dates
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Phase 1 Milestone Dates

East Kapolel Station to Aloha Stadium Station
 Ready for Revenue Service : 39 Quarter 2018

Other Options:

1. Delayed or Deferred Interim Opening
System Operations is beneficial for adding Phase 2 segments

2.East Kapolei to Pearl Harbor

1 additional mile to Pearl Harbor and the Pearl Harbor Station is not in
the current scope and would need to be added as a new requirement
in the current Airport Segment solicitation

3. East Kapolei to Middle Street (adds Airport Segment)

According to the current contracting plan, this segment will be
complete about the same time as the City Center Segment
(3'd Quarter 2020)
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Phase 2 (East Segments)

o Yy e -
oo \ )

AKAKILG

Y Nk ﬁ > 1 - J--
., E < I‘.
\ WestO‘ahu'

st Loch

WwEST

2oCH

i Y
1_" PEARL
-/ S 2
/ E‘_ “
= ke =
East Kapolei =
KAPOLE! ?ﬁu 3 LA CENTRY e
e
(ﬂww.”. L -('?’ % d%%%-
e %
. e B0
BARBERS POINT
EAYA BEACH —
g - 'A'
S —
——
N
0 05 1

2&\&:

MAMELR SAY

ND
Park and Fide Access Ramps
Park and Ride

Pl Operations Cerner {(ROQ)
Viest Oahu Farringlon Highway Guideszy (WOFH) r
Vamehameha Highway Guideway (KHG)
Argon Section Guideway

City (enter Guideway

Viest 'ahu Szaticas

Faringioa Higlrmay Staticas
Yamebamehs Highmay Staticas

Arport Sagors

Dilingham Kaka'alo Sttiors

—
m
oy N
(aal

00001111081

Middle Street F

¥ Transit Center

Honolululntem‘a‘}:;g?: : Lagoon Drive 3

IRODTTIIEO4HT
\

AIRPORT

FEEN) LAGQON

PACIFIC OCEAN

HONOLULUWU R Al

L TRANSIT

PROJECT

HART

T ——
HONOLULU AUTHORITY fer RAPID TRANSPORTATION

www.HONOLULUTRANSIT.ORG



Phase 2 Milestones

Facilities; guideway; systems (“A” Dates)
e Airport Utilities: 3@ Quarter 2016
e Dillingham Boulevard Advance Utilities: 3@ Quarter 2018

e Airport Guideway (5.2 miles) & Stations: 3@ Quarter 2020

» Pearl Harbor; Honolulu International Airport
» Lagoon Drive; Middle Street Transit Center

« City Center Guideway (4.2 miles) & Stations: 39 Quarter 2020

> Kalihi; Kapalama; lwilei; Chinatown
» Downtown; Civic Center; Kaka'ako; Ala Moana

Phase 2 Milestone (“B” Dates)

« Systems Certification & Testing: 3" Quarter 2021
« Ready for Revenue Service: 4" Quarter 2021

Subject to review and approval by the FTA
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Opportunities for Earlier Opening

« HART Master Project Schedule is based on:
» Current information
» Historical events
» Lessons from ongoing construction operations

 Design/Build contractors may have different
approaches to the work, such as:
» More resources
» More work zones (headings)
» More efficient way of performing the work

 Potential limiting factors:
» Systems installation capability to do concurrent work
» Impact on businesses and traffic
» Third Party access and utility relocations

Subject to review and approval by the FTA
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FFGA Financial Plan
Update:

Project Cost Update

Corey Ellis, MBA
Project Controls

10/15/15 L




Objectives

 Provide FFGA Financial Plan update
based upon current cost escalation and
Project schedule forecast

« Compare original FFGA Financial Plan
dated June 2012 with refreshed cost
and revised revenue and escalation
growth percentage

e Next Steps
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Project Balance

FFGA: Presentation Made: Current Update:

June 2012 December 18, 2014 October 15, 2015
[A] [B] [C]

Project Finances Value (M's) Project Finances Value (M's) Project Finances Value (M's) Slide Ref:

Net FFGA Revenue Total! $5,163 Net FFGA Revenue Total! $5,163 Net FFGA Revenue Total! $5,163
Project Capital Cost (54,948) Project Capital Cost (54,948) Project Capital Cost (54,948)
Debt Financing Costs ($215) Debt Financing Costs ($215) Debt Financing Costs ($215)
Total Project Cost (S5,163) GET Projected shortfall ($100) GET Revenue from Extension? $1,524

Project Balance S0 FTA 5307 Funds Reduction ($210) FTA 5307 Funds Reduction (5210) Slide 4

1 Net FFGA Revenue is net of $193M Project Cash Balance. Lawsuits and Delay Claims ($190) Lawsuits and Delay Claims (5190) Slide 5

Utility Relocations ($50) Utility Relocations (5120) Slide 6

Project Enhancements ($75) Project Enhancements (5130) Slide 7

Construction Cost Escalation (545) Construction Cost Escalation ($240) Slide 8

Allocated Contingency (S240) Additional Debt Financing Cost (S95) Slide 12

Total Project Cost (S5,763) Allocated Contingency (5240) Slide 13
Project Balance Adjustment ($910) Total Project Cost (56,158)

1 Net FFGA Revenue is net of $193M Project Cash Balance. Unallocated Contingency (5299) Slide 13
Project Balance ]

1 Net FFGA Revenue is net of $193M Project Cash Balance and
net of $110M in added revenue for Public/Private contributions
for Pearl Highlands Transit Garage.

2 GET Revenue from Extension. Pending City Council
Consideration.

3
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FTA Section 5307 Funds — $210M

« The updated FFGA Financial Plan
recommends the $210M be deleted

from Revenue/Contingency funding per
Honolulu City Council Resolution No.

15-18.

« The Plan update assumes these 5307

funds will be replenished from the
pending GET extension.

HONOLULU RAIL TRANSIT PROJECT
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Project Delays — Projected $190M

Total Legal Delay Costs

S 45,902,918

Total Other Delay Costs

S 77,126,198

Escalation (combination of NTP & Legal)

S 49,106,403

Total Delay Claims Cost |S 172,135,519

Plus several remaining claims and escalation actuals|S 10 - 20M

Estimated impact S 190M

(Data provided to HART Board Dec 18, 2014)
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Utility Relocations/Upgrades -
Projected $120M

The difference between the 6/12 FFGA Financial Plan and 12/14
Plan update ($50M) is primarily due to:

1) Additional cost projected for HEI utility relocations in the City
Center segment - $25M

2) Service connection costs for permanent power - $5M
3) Cost to address clearance conflicts with HEI high voltage lines -
$20M

The difference between the 12/14 and 10/15 cost update ($70M)
Is primarily due to HART’s estimated share to underground
utilities (Dillingham Blvd)
The investment in relocation and replacement of utilities along
the guideway should improve aging island infrastructure
(water, sewage, cable, gas, power, and etc.)
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Project Enhancements —
Projected $130M

« Platform Safety Gates - $28M (12/14)
e Additional Seats - $2M (12/14)
 Fare Collection Systems - $15M (12/14)

e Includes $10M credit from Ansaldo

« Emergency Backup Generators - $15M
(12/14)

 Public Highway Improvements - $15M (12/14)
[ $35M (10/15)

o Additional Escalators - $20M (10/15)
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Cost Escalation —
Projected $240M

« The 6/12 FFGA budget utilized an average
4.5% per year rate of cost escalation.

 The actual construction cost escalation for
Oahu for years 2013 and 2014 has averaged
10.3% per year, more than double the FFGA
estimate.

e Based on most recent cost data*, the
estimated construction escalations for Oahu
are projected to be 12%-15% for 2015.

*Rider Levett Bucknall 8
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HART

HONOLULU AUTHORITY for RAPID TRANSPORTATION

CONSTRUCTION COST % CHANGE FOR HONOLULU

20%
5% 12%-15%
12.99% V/
10% %
- 5.32% %
' 3.15% /
0% 1 | T I | T Z. ]
2010 20M 2012 2013 2014 Est. 2015
5% - -0.47%
10% -8.40%

Reference: Rider Levett Bucknall, Quarterly Construction Cost Reports 2009-2014.
The 2015 projection is based on discussions with Rider Levett Bucknall.
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Extraordinary Market Conditions

COMPARATIVE COST INDEX

www.HONOLULUTRANSIT.ORG

23,000 o
22,000 %é
21,000 //; City
Q000 _/ * Boston
19,000 _— / P * Chicago
//—//f
* D
000 - enver
* Honolulu
17,000
Las Vegas
16,000 * Los Angeles
I
- * New York
15,000
/ * Phoenix
14,000
/ / * Portland
hiaad = * San Francisco
12,000 * Seattle
B T s s s e e e B B O D B B | TS T L L L LB B | * WaShingtgn!DC‘
2010 20m 2012 2013 o014 2015
O September 2015 by Rider Levett Bucknall Ltd.
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Extraordinary Market Conditions

Average Sales Prices - Single Family

Unemployment Rate - Honolulu County
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Source: Honolulu Board of Realtors Source: UHERO Data Portal
. 1
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Additional Debt Financing - $95M

e The 12/14 cost update did not include
additional financing cost for the
estimated “$910M” project deficit.

« The 10/15 cost update assumes the
projected cost increases will be
financed over the length of the
proposed 5 year extension.

HONOLULU RAIL TRANSIT PROJECT HANA =1
www.HONOLULUTRANSIT.ORG A ——— FRANGEBRTATIEH:



Project Contingency - $539M

« The 10/15/15 FFGA updated Financial Plan proposes
to replenish contingency by $240M in allocated and
$299M in unallocated (total $539M)

« The FTA’s most recent recommendation for Project
contingency is 13% of Project cost; the updated plan
would yield 14%.

e The updated Plan assumes the Pearl Highlands
Garage, Freeway Off Ramp and new Bus Transit
Facility will cost $240M compared to $173M in the
6/12 FFGA forecast. To offset these cost escalations,
the Plan projects the garage ($110mil) will be funded
via a Public Private Partnership
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Next Steps

 Provide updated Financial Plan to FTA
Project Management Oversight for their
analysis and review.

 Provide updated Financial Plan
presentation to Administration and City

Council.
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