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Mr. Leslie T. Rogers, Regional Administrator 
Federal Transit Administration, Region IX 
U.S. Department of Transportation 
201 Mission Street, Suite 1650 
San Francisco, California 94105 

Dear Mr. Rogers: 

Subject: Honolulu Hiqh-Capacitv Transit Corridor Project 

As discussed during the quarterly review meeting in April, our planned approach 
to implementing the Honolulu High-Capacity Corridor Transit Project is described in this 
letter. 

The Locally Preferred Alternative (LPA) is a fixed guideway transit system 
between West Kapolei and the University of Hawaii at Manoa and Waikiki. The 
Honolulu City Council selected the Minimum Operable Segment (First Project) of the 
LPA to be from East Kapolei to the Ala Moana Center. In defining the boundaries of 
the First Project, the City Council recognized the LPA as the long-term goal and the 
First Project to be built first with reasonably expected funds. 

To address cumulative environmental impacts, the environmental impact 
statement (EIS) prepared pursuant to the National Environmental Policy Act (NEPA) 
regulations will disclose the impacts of the LPA, with more detail relating to three 
possible alternatives associated with the First Project. The three alternatives are: 

• A 20-mile fixed elevated rail system via Salt Lake Boulevard; 

• A 22-mile fixed elevated rail system serving the Honolulu International Airport; 
and 

• A 25-mile fixed elevated rail system serving Salt Lake Boulevard and the 
Airport. 
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It is our understanding from FTA's environmental planners that a Record of 
Decision (ROD) would be issued for the First Project, and not for the LPA. Also as we 
had discussed, our present schedule anticipates the ROD to be issued in September 
2009. 

The Alternatives Analysis estimated the cost of the First Project to be 
approximately $3.7 billion in 2006 dollars, including financing costs. The dedicated 
one-half percent surcharge on the State's General Excise and Use Tax (GET 
surcharge) will raise approximately $3.0 billion towards the cost of the First Project and 
we anticipate a seeking approximately $700 million (2006 dollars) in New Starts funding 
for construction. 

Our project delivery approach takes two factors into account — escalation costs 
and the duration of the GET surcharge. As I am sure you can appreciate, escalation 
costs on a project of this size are enormous. At an anticipated inflation rate averaging 
3.22% annually, the First Project's costs in year-of-expenditure dollars are estimated to 
be approximately $5.0 billion. With respect the GET surcharge, the authorizing 
legislation has a sunset clause which provides that the surcharge will be repealed on 
December 31, 2022. 

To minimize the impact of out-year inflation and to complete construction by the 
GET surcharge sunset date, the City intends to break ground on the First Project in 
2009, as soon as the ROD is issued. In order to preserve the eligibility of the First 
Project for New Starts funding, the City would apply for a Letter of No Prejudice 
(LONP). The LONP would be for activities which do not have FTA pre-award authority 
but are intended to be advanced after ROD and before Final Design authorization or a 
Full Funding Grant Agreement. In federalizing the First Project, the City will comply with 
all applicable FTA requirements. Costs associated with the following elements are 
envisioned for the LONP: 

• A design-build contract for up to six miles of guideway construction; 

• A design-build contract for the maintenance facility and storage yard 
construction; 

• A procurement contract for the first increment of vehicles and train control 
system; 

• Right-of-way acquisition; 

• Advanced utility relocation where necessary to maintain the overall project 
schedule; and 

• Management and engineering services contracts. 
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We intend to undertake the procurement process for the contracts noted above 
later this year, prior to issuance of the ROD. We will follow FTA's Third-Party 
Procurement Guidelines for the procurements, and the contracts would contain FTAts 
requisite third-party contract clauses. Notices to proceed would be issued to the 
awarded contractors after the ROD is issued. 

In addition to procuring the contract units described above, we would work to 
secure the necessary rights-of-way for construction under the LONP. All land 
acquisition tasks identified in Appendix E-3 of our Real Estate Acquisition Management 
Plan (attached) which precede making offers of just compensation would be performed. 
Offers of just compensation would be made after the ROD is issued. 

We intend to proceed in a manner which will preserve our eligibility for future 
ETA New Starts funding while advancing the project on a more aggressive schedule 
than would otherwise be possible. We believe this approach is workable and will meet 
the needs of both FTA and the City. 

If you have any questions, please contact Kenneth Hamayasu at (808) 768-8343 
or thamayasu@honolulu.gov . 

Very r y yours, 

Wayne Y. Yoshio a 
Director 

Attachment 

cc: Ms. Justine Belizaire, Booz Allen Hamilton 
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