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City and County of Honolulu, Hawaii
General Obligation Bonds
New Issue Report

New Issue Details
Sale Information: $878,805,000 General Obligation Bonds, Series 2015A, 2015B, 2015C, 
2015D, and 2015E, selling the week of Mar. 16 via negotiation.

Security: The full faith and credit of the city and county of Honolulu supported by an unlimited 
pledge of ad valorem property tax.

Purpose: To fund various capital improvements and refund outstanding debt.

Final Maturity: June 30, 2040.

Key Rating Drivers
Stable Economy: Honolulu’s economy has proven its stability over the long term, with ongoing 
growth in tourism activity despite periodic downturns. The city also benefits from its position as 
the state’s political and business center in addition to substantial defense-related investments.

Strong Financial Position: Ample reserves and demonstrated revenue-raising ability provide 
the city with the flexibility to manage both expenditure pressures and economic cyclicality.

Substantial Carrying Costs: Fixed costs for debt service and retiree benefits comprise a high 
and growing share of general fund spending.

Mixed Long-Term Obligations: Debt levels are low to moderate on a per capita basis and as 
a proportion of taxable assessed value due in large part to the provision of some typically 
municipal functions by the state. Funding levels for retiree benefits are notably low, but recent 
reforms appear likely to reduce unfunded liabilities in coming years.

Rating Sensitivities
Debt and Retiree Benefits Key: Projected increases in debt service requirements and 
expenses for retiree benefits could result in downward rating pressure if not matched by 
revenue growth or expenditure reductions elsewhere. Conversely, material improvement in 
pension and other post-employment benefit funding levels, in combination with continued 
strong credit fundamentals, would increase upward rating pressure.

Ratings
New Issues
General Obligation Bonds,

Series 2015A AA+
General Obligation Bonds, 

Series 2015B AA+
General Obligation Bonds, 

Series 2015C AA+
General Obligation Bonds, 

Series 2015D AA+
General Obligation Bonds, 

Series 2015E AA+
Outstanding Debt
General Obligation Bonds AA+

Rating Outlook
Stable
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Fitch Rates Honolulu, HI's $878.8MM 
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Credit Profile
The city and county of Honolulu encompass the island of Oahu, Hawaii’s third- largest island 
with an area of approximately 600 square miles. Honolulu’s approximately 1 million residents 
account for about 70% of the state’s population and jobs.

Stable Economy
Honolulu’s economy benefits from a 
resilient visitor industry that has 
maintained its strength throughout 
periodic downturns. Tourism levels 
have fluctuated in recent decades in 
response to both natural disasters and 
financial crises, but have proven 
stable over the longer term. Honolulu’s
visitor industry continues to show 
moderate growth following declines 
during the last recession. Visitor 
arrivals and related tourism metrics 
have risen steadily over the past five 
years.

The city’s non-tourism economy is also substantial and balances tourism’s inherent volatility. 
Honolulu is the state’s commercial and business center, a regional transportation hub, and the 
state capital. In addition, the city retains a sizable U.S. military presence due to its strategic 
Pacific location and its economy reflects substantial defense-related investments.

An improving economy has helped spur substantial new investment in the city, with numerous 
retail, residential, and hotel projects planned or underway in downtown Honolulu. In addition, 
ongoing construction of the city’s new fixed guideway transit system has encouraged plans for 
several large-scale residential developments along its 20-mile route.

Unemployment rates have consistently remained lower than mainland averages and the 
December 2014 rate of 3.4% was well below the national average. Employment growth has 
been fairly steady following the national recession and total employment exceeds the pre-
recession peak. Wealth and income levels compare favorably to national averages, although 
this advantage is somewhat offset by the island’s high cost of living.

The property tax base in Honolulu remained relatively stable in the recession until fiscal the 
7.6% decline in assessed value in fiscal 2011. The tax base grew modestly in the following 
three years and recorded strong gains of 9.6% and 7.7% in fiscal years 2015 and 2016. Home 
values rose by 8.5% year-over-year as of December 2014 according to Zillow.com and now 
exceed pre-recession peaks by nearly 10%. Continued gains in the value of existing homes, in 
combination with new commercial and residential construction, bode well for the city’s finances, 
as property taxes provide about 80% of general fund revenues.

Strong Financial Position
Honolulu’s strong financial position is supported by good reserve levels, balanced operations, 
and demonstrated revenue flexibility. The city finished fiscal 2014 with $309 million in 
unrestricted fund balance, equivalent to 25.8% of general fund spending. This amount 

Debt Statistics 
($000)
This Issue (Approximate) 878,805
Outstanding Direct Debt Net of Refunding 2,139,904
Self-Supporting (562,575)

Total Net Direct Debt 2,456,134
Overlapping Debt 0
Total Overall Debt 2,456,134
Debt Ratios
Net Direct Debt Per Capita ($)a 2,501
As % of Gross Assessed Valueb 1.3

Overall Debt Per Capita ($)a 2,501
As % Gross Assessed Valueb 1.3

aPopulation: 983,429 (2013 estimate). bGross assessed value: 
$184,338,798,000 ( fiscal 2014). 

Rating History
Rating Action

Outlook/
Watch Date

AA+ Affirmed Stable 3/13/15
AA+ Affirmed Stable 10/9/14
AA+ Affirmed Stable 10/17/12
AA+ Affirmed Stable 7/6/11
AA+ Affirmed Stable 11/18/10
AA+ Affirmed Stable 5/21/10
AA+ Revised Stable 4/30/10
AA Affirmed Stable 10/27/09
AA Affirmed Stable 3/20/09
AA Affirmed Stable 10/26/07
AA Affirmed Stable 10/24/05
AA Affirmed Stable 5/12/05
AA Affirmed Stable 3/24/04
AA Affirmed Stable 7/21/03
AA Affirmed Stable 2/12/01
AA Affirmed Stable 5/23/00
AA Assigned Stable 3/12/99

Related Criteria
U.S. Local Government Tax-Supported 
Rating Criteria (August 2012)
Tax-Supported Rating Criteria (August 
2012)
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represents an 8.0% decline relative to fiscal 2013, when year-end balances were boosted by 
the city’s decision to eliminate a $50 million subsidy to its solid waste disposal facility for one 
year.

The 2015 budget is balanced and provides for a $10 million deposit to the city’s fiscal stability 
fund, which is accounted for as unrestricted fund balance. The proposed 2016 budget calls for 
an additional deposit of $30 million, which would raise the balance to approximately 
$100 million. If adopted by the city council this action would raise the city’s fiscal stability fund 
to the top end of its targeted range for the first time since adoption of this policy in 2006.

Honolulu’s financial flexibility is aided by its large tax base and flexible provisions for increasing 
property tax revenue. The city council has a strong track record of approving and modifying tax 
rates, with adjustments made on an annual basis. Differential rates for residential and non-
residential property allow the council to limit the impact of tax increases upon residents, as do 
substantial homeowner exemptions. Property tax rates are low relative to national averages, in 
part due to the state’s responsibility for funding grades K 12 education, and delinquencies are 
also consistently low.

The city’s most direct financial exposure to tourism is through the transient accommodation tax 
(TAT), a levy upon hotel and rental properties. Hawaii’s legislature recently extended a cap on 
county shares of TAT that was established during the downturn, but such amounts represent 
less than 4% of general fund revenues for Honolulu.

Substantial Carrying Costs
General fund expenditure requirements include high shares for debt service, pension 
contributions, and other post-employment benefits (OPEB), at approximately 30% of 
governmental expenditures in 2013. New debt issuances and rising pension and OPEB 
contribution requirements appear likely to increase this ratio over the next several years and 
could limit the city’s ability to meet other spending demands if revenues do not keep pace.

Mixed Long-Term Obligations
Debt ratios for Honolulu are low to moderate. Overall debt is equal to 1.3% of taxable assessed 
value and $2,501 per capita.

The city anticipates substantial new GO issuances for its new rail transit project system and 
other capital needs over the next several years. The rail project is supported by federal funding 
and a 0.5% general excise tax surcharge authorized through 2022. Recent increases in 
construction costs and shortfalls in estimated revenues have prompted new legislative 
proposals to extend the surcharge and could affect the timing and scope of borrowing for this 
project, which appears likely to exceed its original $5.2 billion budget. Additionally, the city has 
large borrowing needs for wastewater, estimated at $3.5 billion through 2020, which are 
expected to be met with future revenue bond issuances. Debt amortization for GOs is about 
average with 50% of principal repaid in 10 years and new issuances are limited to a maximum 
maturity of 25 years.

Honolulu participates in state-sponsored pension and OPEB plans that have seen significant 
reforms over the past several years. Revisions to the pension plan include lower benefit levels 
for new hires and higher contribution rates as well as reductions in assumed investment returns. 
OPEB reforms have focused on improved funding, with participating employers required to 
make 100% of actuarially-determined annual required contributions (ARC) by 2019. The city is 
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on pace to beat this deadline after contributing approximately three-quarters of its OPEB ARC 
in 2013, 2014, and 2015.

The city’s pension and OPEB plans appear likely to remain challenged for some time. Under an 
assumption of 7.0% investment returns, Fitch estimates that pension assets represented a low 
55.0% of liabilities at the end of 2013. Reported OPEB pre-funding was equal to 6.9% of 
liabilities for the same period. Recent revisions to retiree benefits and contributions have 
improved the sustainability of these programs, but material improvement in funding ratios will 
likely take many years and require continued discipline on the part of plan sponsors and 
employers.

General Fund Financial Summary 
($000, Audited Fiscal Years Ended June 30)

2010 2011 2012 2013 2014
Property Tax Revenue 852,294 800,913 805,352 822,980 841,949
Other Tax Revenue 49,393 37,999 47,842 52,444 53,108
Total Tax Revenue 901,687 838,912 853,194 875,424 895,057
License and Permits 34,686 34,258 35,811 38,335 42,797
Fines and Forfeits $562 $551 $395 $590 $847
Charges for Services 5,521 6,008 6,215 6,318 7,867
Intergovernmental Revenue 198,142 224,526 49,168 41,062 41,060
Other Revenue 45,188 47,447 52,480 50,679 51,440
General Fund Revenue 1,185,786 1,151,702 997,263 1,012,408 1,039,068

General Government 128,576 121,733 127,084 124,601 131,740
Public Safety Expenditures 312,443 325,480 330,766 324,357 344,315
Public Works Expenditures 2,086 0 1,805 2,818 2,550
Health and Social Services Expenditures 6,040 2,430 8,032 7,672 9,044
Culture and Recreation Expenditures 58,826 51,000 56,921 58,031 59,277
Capital Outlay Expenditures 1,548 0 0 0 2,561
Debt Service Expenditures 985 359 898 922 922
Other Expenditures 180,546 203,859 217,642 215,109 212,346
General Fund Expenditures 691,050 704,861 743,148 733,510 762,755

General Fund Surplus 494,736 446,841 254,115 278,898 276,313

Transfers In 102,267 106,172 113,104 134,457 146,673
Other Sources 72 435 1,331 1,493 56
Transfers Out 563,749 542,963 361,917 330,684 434,975
Net Transfers and Other (461,410) (436,356) (247,482) (194,734) (288,246)
Net Surplus/(Deficit) 33,326 10,485 6,633 84,164 (11,933)

Total Fund Balance 150,018 243,225 249,858 334,022 308,849
As % of Expenditures, Transfers Out, and Other Uses 12.0 19.5 22.6 31.4 25.8

Unreserved Fund Balancea 104,053 — — — —
As % of Expenditures, Transfers Out, and Other Uses 8.3 — — — —

Unrestricted Fund Balanceb — 243,225 249,858 334,022 308,849
As % of Expenditures, Transfers Out, and Other Uses — 19.5 22.6 31.4 25.8

aPre-GASB 54. bReflects GASB 54 classifications: sum of committed, assigned, and unassigned. Note: Numbers may 
not add due to rounding.



Public Finance

City and County of Honolulu, Hawaii   5
March 17, 2015

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE
READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK
HTTPS://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS IN ADDITION, RATING DEFINITIONS
AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEB SITE AT
WWW.FITCHRATINGS.COM. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE
FROM THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF
INTEREST, AFFILIATE FIREWALL, COMPLIANCE, AND OTHER RELEVANT POLICIES AND PROCEDURES
ARE ALSO AVAILABLE FROM THE CODE OF CONDUCT SECTION OF THIS SITE. FITCH MAY HAVE
PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED ENTITY OR ITS RELATED THIRD PARTIES
DETAILS OF THIS SERVICE FOR RATINGS FOR WHICH THE LEAD ANALYST IS BASED IN AN EU-
REGISTERED ENTITY CAN BE FOUND ON THE ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE
FITCH WEBSITE.
Copyright © 2015 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33 Whitehall Street, NY, NY 10004.Telephone:
1-800-753-4824, (212) 908-0500.  Fax: (212) 480-4435. Reproduction or retransmission in whole or in part is prohibited except
by permission.  All rights reserved.  In issuing and maintaining its ratings, Fitch relies on factual information it receives from 
issuers and underwriters and from other sources Fitch believes to be credible. Fitch conducts a reasonable investigation of the
factual information relied upon by it in accordance with its ratings methodology, and obtains reasonable verification of that 
information from independent sources, to the extent such sources are available for a given security or in a given jurisdiction.
The manner of Fitch’s factual investigation and the scope of the third-party verification it obtains will vary depending on the
nature of the rated security and its issuer, the requirements and practices in the jurisdiction in which the rated security is offered
and sold and/or the issuer is located, the availability and nature of relevant public information, access to the management of the 
issuer and its advisers, the availability of pre-existing third-party verifications such as audit reports, agreed-upon procedures
letters, appraisals, actuarial reports, engineering reports, legal opinions and other reports provided by third parties, the 
availability of independent and competent third-party verification sources with respect to the particular security or in the 
particular jurisdiction of the issuer, and a variety of other factors. Users of Fitch’s ratings should understand that neither an
enhanced factual investigation nor any third-party verification can ensure that all of the information Fitch relies on in connection
with a rating will be accurate and complete. Ultimately, the issuer and its advisers are responsible for the accuracy of the 
information they provide to Fitch and to the market in offering documents and other reports. In issuing its ratings Fitch must rely
on the work of experts, including independent auditors with respect to financial statements and attorneys with respect to legal
and tax matters. Further, ratings are inherently forward-looking and embody assumptions and predictions about future events 
that by their nature cannot be verified as facts.  As a result, despite any verification of current facts, ratings can be affected by 
future events or conditions that were not anticipated at the time a rating was issued or affirmed.  
The information in this report is provided “as is” without any representation or warranty of any kind. A Fitch rating is an opinion
as to the creditworthiness of a security. This opinion is based on established criteria and methodologies that Fitch is 
continuously evaluating and updating. Therefore, ratings are the collective work product of Fitch and no individual, or group of 
individuals, is solely responsible for a rating. The rating does not address the risk of loss due to risks other than credit risk,
unless such risk is specifically mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports have shared 
authorship. Individuals identified in a Fitch report were involved in, but are not solely responsible for, the opinions stated therein.
The individuals are named for contact purposes only. A report providing a Fitch rating is neither a prospectus nor a substitute for
the information assembled, verified and presented to investors by the issuer and its agents in connection with the sale of the
securities. Ratings may be changed or withdrawn at anytime for any reason in the sole discretion of Fitch. Fitch does not
provide investment advice of any sort. Ratings are not a recommendation to buy, sell, or hold any security. Ratings do not 
comment on the adequacy of market price, the suitability of any security for a particular investor, or the tax-exempt nature or
taxability of payments made in respect to any security. Fitch receives fees from issuers, insurers, guarantors, other obligors,
and underwriters for rating securities. Such fees generally vary from US$1,000 to US$750,000 (or the applicable currency 
equivalent) per issue. In certain cases, Fitch will rate all or a number of issues issued by a particular issuer, or insured or
guaranteed by a particular insurer or guarantor, for a single annual fee.  Such fees are expected to vary from US$10,000 to
US$1,500,000 (or the applicable currency equivalent). The assignment, publication, or dissemination of a rating by Fitch shall
not constitute a consent by Fitch to use its name as an expert in connection with any registration statement filed under the
United States securities laws, the Financial Services and Markets Act of 2000 of the United Kingdom, or the securities laws of
any particular jurisdiction. Due to the relative efficiency of electronic publishing and distribution, Fitch research may be available
to electronic subscribers up to three days earlier than to print subscribers.  

The ratings above were solicited by, or on behalf of, the issuer, and therefore, Fitch has been 
compensated for the provision of the ratings.


