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DEPARTMENT OF TRANSPORTATION 
 

Chair and Honorable Members of the Committee: 
 
Thank you for the opportunity to present the Department of Transportation’s Supplemental 
budget request for FY2013 with the committee. Our testimony consists of: 
 

1) Overall Program Support for Transportation 
2) Air Transportation and Facilities and Services  
3) Water Transportation and Facilities and Services 
4) Land Transportation and Facilities and Services  

 
The major items that will be covered for each division include the division’s mission statement, 
a narrative of how the current economic and fiscal conditions are affecting each division’s 
operations, alternatives considered, FY2013 operating and maintenance and capital 
improvement program (CIP) budget  (Table 1-22). 
 
TRANSPORTATION FACILITIES AND SERVICES  
 
I. MISSION STATEMENT  

 
The overall mission of the Department of Transportation is to provide a safe, efficient, 
accessible, and inter-modal transportation system that ensures the mobility of people 
and goods, and enhances and/or preserves economic prosperity and the quality of life.  

 
II. CONTEXT 

 
We realize our overall State’s economy is reliant upon our ability to provide a highly 
efficient and technologically advanced transportation system throughout our State.  
Although our revenue stream is also challenged by tough economic conditions, we 
manage to do more with less with the hard work of our public employees.  We have 
seen much success in APEC attributed to the great efforts of all employees who have 
worked diligently to complete special projects on schedule and worked meticulously to 
protect the health and safety of the general public.  In 2012, we will see the Governor’s 
New Day Work Projects begin with more constructing, renovating, and revitalizing our 
airport, harbor and highway facilities; our transportation divisions will continue to be 
responsible for building modern transportation infrastructure while creating jobs.  The 
Abercrombie Administration began with an additional new budget last session and 
therefore, we have already started to move forward with existing and on-going efforts 
to “revitalize” our transportation infrastructure.  Due to increased costs and 
unpredictable economic forecasts, our proposed FY2013 supplemental budget request 
is basically a conservative request.  Our objective remains to ensure timely project 
delivery from initial project conception to construction completion.  We have been 
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fortunate to alleviate our economic hardship with the availability of working in close 
partnership with federal agencies to maximize every option to re-build and re-vitalize 
our transportation infrastructure.  Despite the many challenges we are faced with, we 
will continue to strive to provide the highest level of public service and find innovative 
solutions to enhance our transportation facilities that will sustain our Hawaii for the 
current and future generations.          
 
 

III. ALTERNATIVES CONSIDERED  
 

A. Generating additional revenue for the state 
 
TRN995 - None 

 
B. Shifting general funded operational costs to non-general funds 

 
None 
 

C. Consolidation or elimination of programs within your department 
 

Not applicable 
 

D. Reduction of services 
 

None 
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AIRPORTS DIVISION 
 
   

 
AIR TRANSPORTATION FACILITIES AND SERVICES 

          
I. MISSION STATEMENT  

 
The mission of the Airports Division is to develop, manage and maintain a safe and efficient 
global air transportation organization. 
 
II. CONTEXT 
 
Tourism is one of the primary drivers of the Hawaii economy, and Hawaii’s airport system is the 
portal through which visitors arrive.  The Airports Division will invest heavily in improving the 
system, and to improve the quality of the visitor experience through the Governor’s New Day 
Projects, both of which will benefit Hawaii’s economy for years to come.  
 
Economic forecasts for 2012 indicate a very low rate of growth for Hawaii in 2012 and into the 
near future due to the global impact of the European debt crisis and slowing in other 
economies and their effect on the US economy. Because much of travel to Hawaii is based on 
discretionary spending, arrivals are projected to grow, but in the 2-3% range.  Certain markets 
such as Australia, China and Korea are undergoing dramatic growth but are still relatively small 
and their impact insufficient to compensate for stagnation in US, Japan, and European markets. 
Construction is expected to begin a recovery in 2012 from its severe downturn and the 
Governor’s New Day projects will be a significant contributor to overall construction in the 
state.   
 
Because of the preeminence of tourism in Hawaii’s economy, activity through the state’s 
airports is an important gauge, and driver, of its financial stability.    
 

• Construction. The governor’s New Day Work Projects are an important part of the 
state’s dual goal to stimulate economic growth, by building a modern transportation 
infrastructure, and creating jobs. These projects will begin in 2012 and include building 
of the Mauka Concourse, which will provide additional gates for a combination of wide 
body and narrow body aircraft. Initial phases include the relocation of offices, parking 
lots, and cargo facilities along Elliott Street, and the subsequent widening of taxiways to 
accommodate wide body aircraft. Other primary projects include the building of 
consolidated car rental facilities (ConRac) at Honolulu and Kahului airports, and the 
reconstruction of the Kahului runway. The ability to construct these facilities is 
dependent upon the sale of bonds, whose repayment is dependent upon a safe and 
protected source of revenues such as the Customer Facility Charges that are generated 
through fees paid by rental car customers.  
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• Staffing. The Airports Division has been struggling through hiring freezes and abolished 

positions of past years, which has caused shortages in many work units. This has put a 
strain on remaining workers and supervisors, and has had a visible impact upon the 
traveling public because of the deteriorating condition of its terminal facilities. Years of 
inadequate cleaning and deferred maintenance presented a large challenge as 
preparations for APEC began.  These preparations were largely accomplished with the 
existing core of dedicated employees.    

 
This staffing situation is compounded by several factors.  One main factor is that a large 
percentage of the employee base is at or nearing retirement age. (Estimates range from 
20-30%) Attrition through retirement will cause a significant loss of institutional 
knowledge and skills, and will exacerbate existing recruiting challenges, as the ripple 
effect is greater when filling positions that are higher up in the organization.   
 
These conditions contribute to the misconception that vacancies are not being filled, 
and are therefore not needed.  The size of the vacancy pool has remained large in spite 
of a concerted effort, and the great need for these positions. Another misconception is 
that positions abolished in the past are not needed, because DOTA has been getting by 
without them. These positions, which were justified and needed, were removed for 
economic reasons, not because there was a surplus, or lessening of operational need. 
These vacancies have led to a counterproductive series of outcomes, as there are 
certain priorities that cannot be overlooked, regardless of a staff shortage. These 
mandates are safety, health, security, fiscal and risk management, and obligation to the 
public. When these vital positions cannot be filled, management is forced to create 
“work-arounds” which include added overtime expense. 
 
Staffing is critical to the Airports Division, and in accordance with Governor 
Abercrombie’s New Day in Hawaii comprehensive plan, the Airports Division intends to 
“Save and create jobs now, and seed the good jobs of the future” by seeking support for 
its efforts to become fully staffed, to restore lost positions and to enable it to fill all 
positions.   
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III.            ALTERNATIVES CONSIDERED 

 
A.  Generating additional revenue for the state 
 
The Airports Division is constantly searching for ways to augment present sources of revenue 
while investigating other opportunities. These are: 

• Introducing advertising in airport terminals to generate more revenues 
• Pursuing additional funding sources from third-party development and federal grants 
• Investing in infrastructure for commercial, general aviation, and fixed base operations. 
• On-airport power co-generation 
• Maximizing revenue potential from current concession agreements and leases 
• Identifying concession opportunities 
• Finding measures to attract more travelers 
• Increasing parking rates 
• Negotiating lease extensions in exchange for capital improvements 
• Maximizing use of federal grants 
• Implementing energy saving  performance measures and development of renewable 

energy, development of renewable energy 
 

B.  Shifting general funded operational costs to non-general funds (None) 
 

C.  Consolidation or elimination of programs within your department (None) 
 

D.  Reduction of services (None) 
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HARBORS DIVISION 
 

WATER TRANSPORTATION FACILITIES AND SERVICES 
 
 

I. MISSION STATEMENT 
 
"To provide and effectively manage a statewide commercial harbors system and 
facilitate the efficient movement of people and goods to, from and between the 
Hawaiian islands and enhance/or preserve the State's economic prosperity and quality 
of life.  Our mission also promotes the well-being of our fishing and passenger cruise 
industries, other maritime related services and support activities; and the enjoyment of 
certain waterfront facilities by the general public." 
 
The statewide commercial harbors system consists of ten (10) harbors located at 
Honolulu, Kalaeloa Barbers Point, Hilo, Kawaihae, Kahului, Hana, Kaunakakai, 
Kaumalapau, Nawiliwili and Port Allen.   
 
Major program activities are to maintain and operate the ten commercial harbors which 
comprise the statewide harbors system; provide program planning and administrative 
support; manage vessel traffic into, within, and out of harbor facilities; and maintain 
offices and facilities for the conduct of maritime business with the public.  The 
commercial harbors system is managed as a self-supporting enterprise and imposes 
rates, rents, fees and charges to produce revenues to meet its operating and 
maintenance expenses and finance its capital improvements program. 
 
Revenues for the development, maintenance and operation of the Water 
Transportation Facilities and Services Program are derived from wharfage, rentals, 
dockage, port entry fees, moorings and other harbor fees and charges.  Wharfage and 
rentals are the largest source of revenues for the program. 
 
II.  CONTEXT 
 
Similar to many ports and port systems, Hawaii's statewide commercial harbors system 
experienced declines in shipping activities due to the economic recession, resulting in 
revenue declines and lowered financial margins.  Despite our monopoly position as the 
sole provider of maritime facilities and services, the harbors system as well as the State 
faced challenges amid revenue fluctuations and growing demands for services. 
 
The division continues to build upon its partnership with the Hawaii Harbors User Group 
(HHUG) in implementing the comprehensive system-wide modernization projects 
incorporated in the New Day Work Plan.  The economic uncertainties impacted our 
forecasting assumptions concerning revenue growth and the timing of projects.  $164.2 
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million harbor revenue bonds were issued in November, 2010 to finance the first phase 
of the New Day Work Projects.  A second bond issuance of approximately $150 million is 
planned in the 2014-2015 timeframe subject to the division's ability to meet financial 
requirements for the issuance of additional bonds.   
 
Cargo volumes are slowly rebounding and the state's economic indicators point to 
encouraging signs of recovery.  The Harbors Division is a self-sufficient enterprise and 
responsible to the holders of harbor revenue bonds to manage and operate the 
commercial harbors system in a financially responsible manner.  We continue to take a 
fiscally prudent and cautious approach to control expenses, manage our operations 
efficiently and live within our means.  Major expenditures are reviewed and scrutinized, 
not only at the division level but at the departmental level, before approvals to expend 
are provided. 
 
The reduction in ARRA or other federal funds is not anticipated to have a major impact 
on the division.               
 
III. ALTERNATIVES CONSIDERED 
 
Amendments to the tariff rates under Chapter 19-44, Hawaii Administrative Rules 
(Pertaining to Services and Procedures, Charges, Tolls and Fees) were approved and 
became effective on February 1, 2010.  New tariff rates were implemented on March 1, 
2010.  The amendments further provided for a schedule of planned annual tariff 
increases on July 1 of each year 2010 through 2015, including a mechanism to increase 
cargo tariffs annually by 3% or the Consumer Price Index (CPI), from 2016 onward.  The 
tariff adjustments will provide for increased revenues and mitigate the impact of 
volume declines.  
 
The division continues to actively pursue federal financing as an additional source of 
revenue to support its programs.  During FY 2010, the Department was awarded a 
federal grant of up to $24.5 million under the Transportation Investment Generating 
Economic Recovery (TIGER) grant program for the reconstruction of Pier 29 at Honolulu 
Harbor, which had suffered structural failures in 2008 that displaced cargo activity.  
Construction is on-going and scheduled for completion in April, 2012.  The division 
submitted a grant request for consideration in the third round of the TIGER program.  
Unfortunately, our project was not among those selected for funding in U.S. Secretary 
Ray LaHood's recent announcement.   
 
We are also working closely with the U.S. Maritime Administration (MARAD) to leverage 
the use of federal funds.  Federal legislation provides a mechanism for MARAD to spend 
surplus federal funds on Hawaii's maritime facilities.  As the lead federal agency for the 
Hawaii Port Infrastructure Expansion Program, MARAD has established a partnership 
with the State to assist in the modernization of Hawaii's commercial harbors system.  
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MARAD provides federal oversight and acts as a central procurement organization to 
leverage federal and non-federal funding resources.  Approximately $13.4 million of 
excess federal funds have been transferred to MARAD to date to be spent on various 
projects to improve the commercial harbors.   
 
The division continues to pursue financing its port security program through the Port 
Security Grant Program under the Department of Homeland Security.  Federal grant 
funds were used to upgrade security barriers at various access checkpoints; improve 
passenger screening, increase terminal surveillance capabilities and provide for 
electronic access systems.       
 
State law currently requires that the division reimburse the City and County of Honolulu 
("City") for the operations and maintenance of the State's fireboat.  Close to $2.0 million 
annually is budgeted for the reimbursement of expenses to the City.  Legislation is under 
consideration to abolish this requirement and provide the division with flexibility to 
enter into a broader arrangement with the maritime response community, including the 
City, to enable the most economical and operationally comprehensive way to provide 
fireboat services.      
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HIGHWAYS DIVISION   
 

 
LAND TRANSPORTATION FACILITIES AND SERVICES 

I. 
 

MISSION STATEMENT 

To provide a safe, efficient, and accessible highway system through the utilization of 
available resources in the maintenance, enhancement and support of land 
transportation facilities that ensures the mobility of people and goods, and enhances 
and/or preserves economic prosperity and the quality of life. 

 
II. 
 

CONTEXT 

Actual revenues collected and deposited into the State Highway Fund may vary from 
projections due to fluctuating economic conditions, changes by the Legislature in the 
laws governing the pledged user taxes and other variables affecting revenues.  FY 2011 
revenues collected had increased by $12.3 million (6.6%) from FY 2010, which was 
primarily due to an increase highway fuel tax collections and car rental/tour vehicle 
surcharge. Future revenues collected for the State Highway Fund are projected to grow 
at an average of approximately one percent (1.3%).   
 
The 2011 Legislature had provided $70 million per year of revenue enhancements for 
the state highway fund.  Act 104 perpetually set the motor vehicle surcharge tax at 
$3.00 per day; Act 162 increased the state highway fund portion of the motor vehicle 
registration fee to $40 per vehicle; and Act 86 increased the motor vehicle weight tax 
by 1 cent a pound.  These revenue enhancements have provided a means to assist in 
stabilizing the state highway fund now and into the future. 
 
The economic and fiscal condition continues to have an impact on our division’s 
operations and the delivery of our services such that it continues to challenge our 
ability to deliver on our core mission. 
 
In FY 2011, the Highways Division absorbed $10 million of legislative budget cuts.  In 
addition, the Highways Division’s supplemental budget in FY 2011 had absorbed an 
operational budget net reduction of $2.5 million primarily as a result of the 
implementation of the 2 day furlough.  Despite these reductions, the highways division 
delivered its entire federal program, and maintained the safety, efficiency and 
accessibility of the system with the resources available.   
 
As a result of the recession, measures to mitigate costs have continued to be 
implemented to ensure that sufficient funding is available for the Division to meet core 
construction and maintenance requirements in this current fiscal year. These measures 
include implementing the 5% labor savings due to collective bargaining and prioritizing 
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operations and maintenance projects. 
 
Special Maintenance Program (SMP): In recent years, due to revenue limitations, we 
have maintained funding of our special maintenance program, which should support 
the bulk of our system preservation projects, at levels well below the program needs.  
In light of cost increases in fuel, key project materials such as asphalt concrete have 
affected our ability to fully fund the entire limits of our resurfacing projects, and in 
some cases we had to defer projects to later years in order to stay within budget.  
These types of deferrals result in an ever-increasing list of “catch up” work.  If our 
infrastructure were in good condition, we would need approximately $86 million 
annually to fund our SMP program.  However, there is a back log of projects to improve 
the highways infrastructure which will require more than the $86 million funding 
annually. 
 
The SMP budget was adjusted from approximately $56 million in FY 2011 to $49.2 
million in FY 2012; and $85.4 million in FY 2013. The FY 2012 SMP budget decrease is 
due to the current economic conditions and the anticipated lag in collecting additional 
revenue enhancements.  The FY 2013 SMP budget increased to a minimum level to 
upkeep the highways division infrastructure if it were in good condition.  

     
CIP:  At this point in time, changes in the State's economic climate have not significantly 
revised our Highways Division CIP program.  Most CIP projects are funded with revenue 
bonds, and thus, are not immediately impacted by current economic conditions.  We 
continue to leverage Federal monies with State funds at the same matching rates as in 
the past, targeting $40 million per year in revenue bonds as the State match to Federal 
Highway funds. We’ve been receiving better bids due to increased competition, which 
somewhat counters the increased demand for the Department to put out projects in 
order to stimulate the economy. 
 
However, due to the funding limitation for the SMP program, the highways division is 
working toward utilizing CIP funds, both state and federal, to support the SMP program. 
All SMP projects are being developed to be eligible for either state or federal funding.  
Line items have been added in the state budget and the Statewide Transportation 
Improvement Plan to allow for SMP projects to be federalized.  Inclusion of SMP 
projects will help reduce the effects of the reduced SMP budget, provide a backlog of 
projects for the federal CIP program, assist in evening out project delivery throughout 
the year, and assist in the division’s request to FHWA for additional funds in August. 
 
APEC:  A highly coordinated and collaborative effort was put forth by the State to 
address, “first impressions,” for the preparation 2011 Asia Pacific Economic 
Cooperation (APEC) conference.  The Highways Division worked tirelessly to complete a 
portion of the Ala Moana Boulevard Improvement Project through the Waikiki area, 
Nimitz Beautification Project and various maintenance signage and striping projects 
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from Ko’olina to Waikiki. 
 
Countless hours were put in by the Oahu District maintenance crews during APEC  
activities to ensure safety and security for both residents and visiting public and were 
also accomplished in accordance with the Secret Service and State Civil Defense 
requirements. 

 
Bond Rating and Sale:   On November 30, 2011, $117 million in Highway Revenue 
Bonds were successfully sold. This sale provided $112 million to fund various highway 
projects while the remaining $5 million will provide over $1 million in present-value 
savings and reduce annual debt service payments.  
 
Moody's Investors Service, Standard & Poor's Ratings Service and Fitch Ratings affirmed 
the state's strong bond ratings of Aa2, AA+ and AA, respectively. Rating agencies cited 
the demonstrated willingness of the state legislature to implement measures to 
contribute to the pledged revenues as a key strength. In addition, all three rating 
agencies cited the strong legal provisions and high debt service coverage for the high 
credit rating assigned to the bonds.  
 

III. ALTERNATIVES CONSIDERED 
 

A. Generating additional revenue for the state  
 
The revenue increases approved by the 2011 legislature provides additional revenues to 
stabilize the State Highway Fund, however, the future revenue growth for the State 
Highway Fund is projected to be relatively flat.  Existing motor vehicle fuel taxes will 
become a less effective way to fund public highways in the near future because new 
vehicles will offer greater fuel-efficiencies and operate with alternative fuel sources.  
Additionally, State wide fuel consumption will not grow in proportion to costs of 
highway maintenance and will not reflect public demand for highway improvements.  
We are continuously looking at alternative revenue sources and will monitor the 
current impact of the fee increases upon our Highway Fund.      
 

 
B. Shifting general funded operational costs to non-general funds 

 
None. 

 
C. Consolidation or elimination of programs within your department 

 
TRN 531 Consolidation:  Act 164/SLH 2011 consolidated Lanai District (TRN 561/DF) and 
Molokai District (TRN 541/DF) into Maui District (TRN 531/DF). The Maui District Office 
oversees the Molokai, Lanai and Maui Districts operations. This allows the Highways 



 
DOT – HWY Page 4 of 39 

2012 Budget Briefing 
 

Division the flexibility to manage its financial operations by reallocating resources as 
needed in a timely manner, and yet is able to keep the programs autonomous. 
 
MSW:  We are currently proposing to implement a broader pilot program at our Oahu 
District Office, Multi-Skilled Worker (MSW) concept.  A pilot multi-skilled work program 
was created to address reactive maintenance to improve the level of service to the 
motoring public by increase the response rate to 80 percent.  The pilot program 
expanded the duties of the Landscaping crew to address the reactive maintenance 
would allow the other crews (Traffic Signs and Marking subunit; Roadway Maintenance 
subunit; Structures subunit; Special Services subunit; and Bridge Maintenance subunit) 
to address routine maintenance.  The multi-skilled worker creates a more flexible and 
wider area of specialization to address reactive maintenance.  Classroom and on the job 
training was offered for various trade disciplines such as sign repair, asphalt pavement 
repair, masonry, carpentry, truck driving, heavy equipment operation, etc. 

 
From October 2006 to July 2009 the Honolulu Landscaping crew voluntarily participated 
in a pilot program (MOU between DOT and BU1/BU2 2006).  And in 2010, the pilot 
program was extended to the remaining landscaping crews on Oahu (MOU 2010).  The 
crew’s pay were adjusted (pay differential) in the MOUs and the estimated cost of the 
pay differential is $1,646,708 for FY 2013.  The pilot program ended June 30, 2011.  We 
intend to extend and continue the program within Oahu District first, with the potential 
to expand further to the neighbor island district offices next.  The goal is to improve our 
level of service to the motoring public by vastly improving our immediate and short 
term response rates to 80% (from an existing range of 24% to 58%). 

 
D. Reduction of services 

  
Van Pool Program: FHWA discontinued 100% funding for the vanpool program effective 
April 1, 2010 until a new contract was in place adhering to new federal eligible funding 
guidelines, which only allowed administrative and direct marketing expenses.  Due to 
complications of obtaining a valid Best and Final Offer for a new contract, along with 
existing program expenditures utilizing state funds; HDOT reevaluated program 
benefits.  It was determined that costs far exceeded benefits, thus HDOT decided to 
end the program on June 30, 2011. 
 
Equipment and Motor Vehicle: Due to budget and execution policies, for the past three 
(3) fiscal years the Highways Division has deferred purchases of equipment and motor 
vehicles.  The impact of deferment: 

• Higher repair and maintenance costs of equipment and vehicles. 
• Difficulty in obtaining parts due to the age of equipment and vehicles (in year 

2003 the Division chose to extend the life and usage of our equipment and 
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vehicles due to the tight economy and to get maximum use for the extended 
purchase cost). 

• Expanded down time of equipment due to major repairs resulting in trying to 
rent/lease equipment if available at a higher cost than purchasing. 

• The problem of unavailable properly running equipment and vehicles will delay 
the response to calls for assistance, impact public safety and impact the safety 
of State employees. 

• Many of the Division’s specialty motor vehicles and equipment are not available 
for rent/lease or not available at any time day/night, which will impact public 
safety. 

• The unavailability of equipment and vehicles to perform routine work will cost 
more if the State has to use private contractors (if available) to handle the work, 
and may hamper public safety. 

• Maintenance costs and lost time due to problems associated with the 
age/condition of the equipment and vehicles will prove to be uneconomical and 
place unnecessary liability on the State due to prolonged response time. 

 






































































