
MEMORANDUM 
 
TO:  Mike Formby 
 DTS 
  
FROM: Michael Burns 
 Transportation Consultant 
 
DATE: August 25, 2015 
 
SUBJECT: Summary of August 20 Telephone Conversation; Initial Observations 
 
The purpose of this memorandum is to document my discussion with DTS Director 
Formby and to provide initial observations and suggestions garnered from my 
preliminary review of certain HART reports and my brief trip to Honolulu. It is 
important to note that these observations are not the result of in depth analysis and 
research. Nor have they been reviewed by any party involved with the project. As 
such they should be considered personal initial views and suggestions. 
 
The discussion is organized into major categories, followed by my observation (O) 
and suggestion (S). 
 
BUDGET – During my trip to Honolulu, I was asked for some keys to keeping a 
project on budget. Key areas based on my experience include: 
 

1) Schedule. Keeping a project on a good, enforceable schedule is a significant 
tool in maintaining budget. Schedule drives budget. O – My sense, confirmed 
by HART reports, is that construction progress on the project is significantly 
behind schedule. Using HART reports, I cannot reconcile the individual 
construction progress information with the Master Project Schedule 
Summary.  The result is an overall appearance of the project being close to 
schedule. This could only be the case if substantive, effective corrective 
action plans are in place to “catch up” to planned schedules. S – Adopt a 
realistic, achievable project schedule and raise the profile of schedule 
adherence at the Board. See further discussion below. 

2) Minimize Owner Initiated Change Orders. This requires solid, complete 
definition of plans and expectations in bid documents. 

3) Get Utility relocation work done as soon as possible.  S – If there are 
projected delays in future contract awards look to the potential to advance 
utility relocations, including analysis of the cost benefit of providing 
resources to utility companies to accomplish the relocation work. 

4) Third Party Agreements and approvals and receipt of certification(s) of work 
completed by outside agencies (public safety, local agencies) can be budget 
busters. Bring third parties in during the work to minimize the potential for 
unexpected requirements and demands. 

 



 
 
 
BOARD OF DIRECTORS 
 
O- The Board work should have a primary focus: The Project. My quick assessment 
of HART Board meetings is that they do not have a consistent theme of review and 
oversight of major project elements- schedule, budget, issues of concern, upcoming 
work, etc. Every Board agenda has some aspect of the above, but there isn’t a 
common Agenda item addressing the overall project. S- Create a standing agenda 
item that discusses overall schedule, budget, issues, etc. I would say that discussion 
of this item should consume a fairly significant portion of the meeting, say 25% to 
50% of the time for a “normal” meeting. Also, Contractor reporting and appearance 
before the Board would help in creating a record of their performance as well as 
having the Board gain familiarity with the key staff. O- The Board and the Staff 
should work closer together to evaluate, analyze and address issues and solve 
problems earlier in their manifestation. 
 
S- This could fall into a “nice to have” category but I would recommend that the 
Board look to re-locate it’s meetings out of the room where the meetings are 
normally held. The room is small, not laid out well for the public, staff and some 
Board members to view staff presentations. A more formal, comfortable meeting 
space would, I believe, enhance participation. 
 
HART MONTHLY PROGRESS REPORT 
 
This is an excellent report with exhaustive data and information on the project. O – 
While the report is comprehensive, it is difficult to identify key significant issues to 
the overall project progress as well as material changes from the previous report.  
The report contains substantial information on schedule and budget, however, it is 
somewhat overwhelming to the point of overload. S – Add a brief, (No more than 2 
page) summary “scorecard” or other easily readable format at the front of the report 
that highlights significant changes (positive and negative) from the previous report, 
significant project related issues, issues with third parties, FTA, community 
concerns, etc. Perhaps a consistent format, with sections for overall contract status  
(schedule, budget, etc.) further structured by major contract could be created. 
 
SCHEDULE 
 
As referenced throughout this report, schedule is key to delivering the project on 
budget. Comprehensive schedule information is contained in the Progress Report, 
however corrective action plans for addressing schedule delays in individual 
contracts are referenced but not explained. S – The Board and HART staff should 
schedule a Board Workshop where schedule issues can be discussed and specific 
action plans developed. The goal should be a reasonable, achievable schedule from 
which the Board and Staff can manage the project. 



 
 
 
OTHER OBSERVATIONS/ SUGGESTIONS 
 
-With the project divided into multiple contract groupings and a key overall core 
systems contractor (AHJV), systems integration is something to be concerned about. 
Increased reporting to the Board on systems integration efforts is warranted. 
 
-Consideration should be given to incorporating an Auditor General Role into the 
HART Organizational structure. The AG Should be a Board appointment, with dotted 
line responsibility to the HART CEO. AG work plans should be created and adopted 
by the Board, with input from the HART staff. 
 
WORK PLAN 
 
M. Formby has asked that I looked into the following: 
 

1) Continue to investigate budget/schedule adherence methods. 
2) Report on risks of pursing Design Bid Build and Design Build project 

delivery. 
3) Explore value and use of partially completed designs by DB contractors. 
4) Review and provide input on potential Business Interruption Plans. 

 
M. Formby and I will plan to meet in San Francisco on October 7th. My next trip to 
Honolulu will be after Oct. 7th. 
 
 
Michael Burns 
Transportation Consultant 
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MEMORANDUM 
 
 
TO: Michael Formby 
Director, Department of Transportation Services 
 
FROM: Michael Burns 
Transportation Consultant 
 
SUBJECT: Thoughts and responses to questions/issues 
 
DATE: October 11, 2015 
 
The purpose of this memorandum is to provide you with responses to questions you 
(and others) have raised on the HART project and to include my opinions, 
suggestions and thoughts based on my experience. Please understand that these 
responses are not based on a thorough knowledge of the HART project or it’s 
history. Rather they are intended to stimulate discussion, suggest questions, and 
identify potential options for dealing with specific challenges. I have organized the 
document following the order of the questions listed in your September 16th email. 
 
It should be noted that these issues have been documented in the HART September 
14, 2015 letter to Mayor Caldwell and Council Chair Martin. HART has committed to 
detailed plans and explanations as to how to address these issues by October 15. 
 
POTENTIAL $200 M COST INCREASE 
 
It is difficult to comment at this time on the potential cost increase without knowing 
more details of the budget update being prepared for the Board. However, the 
projected cost increase is not entirely unexpected. The current Contract cost 
experience suggests that the 30% increase, already included in the base estimate, 
largely correlates to the increase in existing construction cost actuals vs. estimates 
and does not reflect the increased complexity of building the project in the 
constrained downtown area. Nor does it appear to fully consider the cost for utility 
relocation and potential for complications ,which should be expected given 
uncertainty regarding the changed conditions in the Ala Moana station area. 
Further, several existing contracts, particularly the Core Systems Contract have 
considerable work remaining and carry a high risk (my view) of budget overruns. 
 
As I mentioned in my August 25th Memo, schedule is key to budget control and I 
note from the HART letter the suggestion of a potential one year delay in delivery of 
revenue service operations. Unless the remaining schedule can be brought back in 
line with the original FFGA schedule, additional increases to project costs will be 
forthcoming. 
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A final thought on the budget/ schedule issue. If it is determined that the budget and 
schedule needs to be reset, it is very important that it is done with reasonably 
achievable milestones and that all project contingencies are thoroughly considered. 
It is better to set realistic milestones and manage to them, rather than assume 
overly optimistic goals which result in constantly changing targets. Better to deal 
with the reaction to a reset in schedule and budget once and commit to manage to 
the new targets. 
 
PHASE I AT MIDDLE STREET VS ALOHA STADIUM 
 
First, I encourage a comprehensive review of the benefits and cost of providing a 
Phase I service. I believe that there will be cost and schedule benefits to keeping the 
focus on building the entire project and achieving revenue service operations for the 
minimal operating segment to Ala Moana. 
 
If, however, the decision is to operate an interim service, the terminal at Middle 
Street is a better transportation option than Aloha Stadium. The existence of the 
Transit Center and opportunities to provide service to the Airport and Navy 
operations and administration all suggest that Middle Street is a better transit 
interim terminal for public transportation services. 
 
If an interim service to Middle Street is not achievable significantly earlier than full 
service to Ala Moana, then HART should consider an interim phase opening to Aloha 
Stadium under the existing construction contracts, weighing the cost of revenue 
operations, source of funds, impact on existing transit operations and benefits to the 
community. 
 
BUSINESS INTERRUPTION PLANS 
 
All major construction projects should have a robust, comprehensive, inclusive plan 
to deal with impacts to residents, traffic, pedestrians and businesses. The plans need 
to involve the affected areas/ businesses and communities long before the actual 
construction takes place. Key to these programs and initiatives is to be far out front 
with them; not chasing individual claims and issues after a problem has been 
experienced. Also, while important, the plan needs to go beyond providing 
marketing, advertising incentives and promises to maintain access. Disruptions are 
to be expected and anticipated so that appropriate mitigating measures can be 
identified. 
 
 Much literature exists on how other rail projects have mitigated interruptions to 
business and lessons learned validate advance coordination with affected 
communities, in-corridor resources, community involvement and liaison, 
preservation of access, maintenance of signage, promotional activities and 24 hour 
response to community concerns. 
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Direct subsidies to businesses are complicated. For federally funded projects,  
federal law prohibits federal subsidy to cover for loss of business, etc., however, 
there are examples of successful programs such as the program in LA on the 
Crenshaw/LAX Transit Project where over $1Million has been awarded to local 
small businesses. I think it would be beneficial for HART and the City to gain a full 
understanding of the LAMTA program. Generally, business loan programs have not 
been widely utilized. 
 
The management of these programs can be centralized at HART, with the City or 
included in the Contractors contract. My sense is that some combination of 
involvement by all three parties would be the most effective. 
 
DB VS DBB 
 
My preference (and the general trend in the industry) on these large, complicated 
projects is to utilize the DB method of project delivery as compared to DBB. It is 
interesting that HART used the DB method for the WOFH and KHG contracts and 
pursued DBB for the downtown contracts; taking the design level to 90% before 
changing to DB. I haven’t seen a clear explanation for the initial decision to use DBB, 
nor for the decision to change to DB. 
 
Regarding the investment in the 90% design (DB usually provides a design at 30-
35%), I agree that the bidders will get some value out of the existing design. In the 
event the design work is used to advance early work (utilities, etc.), there will also 
be a value realized there as well. Nevertheless, bidders will bring their own design 
teams to the project who will be the designer of record and therefore will not 
“accept” unapproved designs without thoroughly confirming their accuracy and 
level of completion. The financial impact of this decision will be known once the bids 
are received. 
 
One alternative, which takes advantage of the design investment, is to ask the 
bidders to bid based on the 90% design and award a contract on that basis. 
Contractors and HART would then deal with design/ constructability alternatives 
through the Value Engineering (VE) process as called for in the contract with 
savings shared as designated. Depending on the status of the current solicitation, 
this approach could also potentially save time in contract award and accelerate start 
of work on the Downtown segment. 
 
TRADE-OFF OF A PHASED OPENING 
 
As previously stated, I suggest a serious analysis of the cost/benefits of an Interim 
Operating Segment. As the project moves forward the date of an Interim service and 
full service compress and get closer together. Given projected delays, the focus 
should be on building the entire project in the shortest possible time. Ramping up to 
run an interim service, including construction, operational, safety, training , etc. 
required to support activities that are necessary for revenue service, would 
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undoubtedly, in my opinion, take focus away from completing the ultimate project. I 
would also expect that there would be potential cost savings by not phasing the 
project and focusing on the entire project. 
 
In support of a phased opening is the potential transportation benefit. Clearly, the 
Middle Street terminal would have more transportation value than Aloha Stadium. 
However, if an interim opening at Aloha Stadium is contemplated, intermodal 
connections must be planned and communicated. Also, a phased revenue service 
would require Core Systems Contract functionality on an earlier time frame which 
would give the project team better information, sooner, on the performance of the 
functional integration of the various systems which constitute the core systems 
contract. 
 
REVISED FINANCIAL PLAN/ FFGA AMENDMENT 
 
The need for a revised and amended FFGA will be driven by the FTA. The FTA is 
generally hesitant to enter into revisions to an FFGA unless there is no feasible 
mitigation to significant changes to project schedule, budget or scope. HART is in 
discussions with FFGA regarding a budget and schedule refresh. 
 
 
Please let me know if there are any questions or if you would like me to get into 
more detail in any of the above areas. As we discussed, I am planning on coming to 
Honolulu November 2nd to the 5th. 
 
 
 
 
 
 
 
 
 
 
 
 



MEMORANDUM 
 

 
TO: Mike Formby 
Director, Department of Transportation Services 
 
FROM: Michael Burns 
Transportation Consultant 
 
DATE: November 4, 2015 
 
SUBJECT: GET Extension 
 
This is in response to your question regarding the risk to the City and County of 
either the failure to enact the GET extension, a partial approval, or approval with 
significant conditions that would make the access to the funds for the HART project 
particularly onerous. My assessment, based on my experience and discussions with 
interested parties is provided herein. While failure to extend would obviously have 
the most drastic effects, I believe that the descriptions below would apply under any 
of the previously mentioned conditions. 
 
I see three areas of potential Risk for the City and the project: 
 
BIDDER INTEREST RISK 
 
As discussions continue as to the final action necessary to enact the GET extension, 
the contracting industry will have increasing concerns as to the stability of the 
funding for the construction. To submit a responsive bid, potential contracting 
teams must invest several hundred thousand dollars into bid preparation. 
Contractors will be more reluctant to make this investment if uncertainty around 
the funding availability continues. The result could be fewer teams submitting bids 
resulting in less competition. I view this as a low to moderate risk at this time; 
increasing as time passes. 
 
PRICE RISK 
 
If the conditions as described above persist, contractors who do bid will likely 
reflect the funding uncertainty in their bid price. Given the complexity of the 
remaining contracts, the cost impact could be significant. 
 
FTA RISK 
 
It is important to note that the City and County has entered into a legally binding 
contract with the FTA through the execution of the Full Funding Grant Agreement    
(FFGA). Under the terms of the FFGA, the City and County, through HART, is 
required to complete the project as defined in the FFGA (20 miles, 21 stations, etc). 



Under Section 4 OBLIGATION TO COMPLETE THE PROJECT, the City and County has 
agreed to cover any cost overruns beyond the budget included in the FFGA. 
Language from Section 4(a) (edited for brevity): “If Federal funding provided under 
this agreement is insufficient to undertake the project, the Grantee agrees to 
complete the project and accepts sole responsibility of any additional costs                  
(overruns). From Section 4(b)(edited): “Insofar as any difference between baseline 
cost (FFGA estimate) and total project cost cannot be recovered, the Grantee must 
secure and provide such additional resources as are necessary to complete the 
project without further assistance from the Federal Capital New Starts Program.” 
 
The FTA has requested that HART provide an updated budget and schedule for the 
project. FTA will look for estimates that have a high level of probability to be 
achieved. As part of FTA’s review of the updated numbers they will perform a Risk 
Assessment and a Financial Capacity Analysis of the project. 
 
Obviously, if the GET extension is not approved, there will be insufficient funding to 
complete the project. Under the other two scenarios you outlined, some but not all 
of the funding required would be available. Under the terms of the FFGA, the 
City/County would be responsible for identifying an alternate source of funds to 
satisfy any budget shortfall. This would obviously be a challenging task. Depending 
on the level of funding approved under the extension, the shortfall is likely to be in 
the range of several hundred million dollars to well over a billion dollars. 
 
If the City/County is unable to identify a source of funding to cover the shortfall, the 
City/ County would be in default of the FFGA. Section 19. REMEDIES describes 
actions the Federal government could take under the FFGA in the event of a default. 
Under SECTION 19(a) (edited for brevity): “In the event of a default, Government 
shall have all remedies at law and equity” further: “The Grantee recognizes that in 
the event of default, the Government may demand all Federal Funds…be returned to 
the Government”.  
 
I view this as a significant risk. 
 
I suggest you have the City Attorney review to ensure I have not misrepresented any 
aspect of this. 
 
The FTA has been very clear that their goal is to see the project scope completed in 
accordance with the terms of the FFGA. 
 
I hope this helps. Let me know if you have any questions. 
 
 


