AIRPORTS DIVISION FY 2006 ANNUAL REPORT

The statewide airport system consists of eleven airports serving commercial airlines and general
aviation flights and four airports serving general aviation flights only. In Fiscal Year (FY) 2006,
statewide airports handled 33,009,103 passengers, a 1.3 percent increase compared to the previous
year.

Security issues remain a primary concern in this post 9/11 era. The Transportation Security
Administration (TSA) and the Airports Division continue their partnership to improve the
passenger checkpoint and baggage screening process without adversely impacting the passenger
flows. There are plans to reconfigure the baggage screening at additional ticket lobbies at
Honolulu International, as well as ticket lobbies at Kahului, Lihue and Hilo International
Airports. The baggage screening equipment currently located in the ticket lobbies will be
relocated behind the walls and integrated with the conveyor systems. This will relieve the
congestion in the ticket lobbies and the baggage screening portion of the check-in process will
appear seamless to the passengers.

The Airports Division ended fiscal year 2006 with increases in total passenger activity and total
revenue passenger landings of 1.3% and 6.4%, respectively, when compared to fiscal year 2005.
However, aircraft operations, revenue landed weights, and deplaning international passengers
slightly decreased by (1.2) %, (0.5) % and (2.9) %, respectively, as compared to fiscal year 2005.
It should be noted that the increase in revenue passenger landings, or the number of times
aircraft with passengers utilize gates, is mainly due to Hawaii Island Air, Inc.’s relocation of its
operations from the Kahului Airport commuter terminal to the main terminal requiring payment
of non-exclusive joint use charges beginning May 2005.

In terms of comparing growth from year to year, activity statistics over the past six years reflects
fiscal year ended June 30, 2005 as the best performance year since the events of September 11,
2001, with fiscal year ended June 30 2006 coming in at a close second. In general, passenger
and airline activities at Hawaii’s airports appear to have stabilized, except for Kona International
Airport at Keahole which reflected gains of 5.7% and 8.6% in passenger activity and revenue
landed weights, respectively, as compared to fiscal year ended 2005.

The majority of the operating revenues at the Airports Division is activity-based and directly
relates to the number of passengers and aircraft operations.

The financial results for fiscal year 2006 improved as compared to fiscal year 2005. Income
before capital contributions for fiscal year ended 2006 was $1.3 million as compared to a loss of
$8.2 million for fiscal year ended 2005. Total non-operating revenues increased by $24.7 million
due to increases in interest income, federal operating grants, and passenger facility charges.
Interest income increased by $11 million due to the rise of interest rates comparing fiscal year
2006 and 2005. In addition, federal operating grant and passenger facility charge revenues
increased by $6.2 million and $6.9 million, respectively.

Effective October 1, 2004, the Federal Aviation Administration (FAA) granted authority to the
Airports Division to impose and collect passenger facility charges (PFC) at the Honolulu
International Airport, Kahului Airport, Kona International Airport at Keahole, and Lihue
Airport. The PFC revenue is to be utilized for seven FAA approved projects, which must be
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implemented by September 30, 2006. The terms of the PFC approval do not permit the use of
PFC revenues to pay debt service on any new or outstanding bonds issued to finance other-than-
approved PFC projects. The maximum approved PFC revenue including interest earned to be
collected between October 1, 2004 and February 1, 2007 at all four principal airports is
$42,632,466. The PFC revenues (including interest) generated between October 1, 2004 and
June 30, 2006 was $37.8 million.

Federal capital grants in the amount of $28.5 million were received in FY 2006. The Airports
Division will utilize such grants to replace and improve equipment and facilities.

Operational expenditures before depreciation increased by 17.4% or $26.1 million mainly due to
increases in salaries and wages, other personnel services (security), utilities, State of Hawaii
surcharges on gross receipts, special and major maintenance costs.

Total non-operating expenses decreased by 8.7% or $3.9 million mainly due to the decrease in
airport revenue bond interest expense.

During fiscal year 2005 and prior, the Airports Division acquired seven buildings upon the
expiration of land lease agreements. During the prior fiscal years, no amounts were recorded for
the acquisitions, as appraisals at the dates of acquisition were not available. During fiscal year
2006, appraisals were obtained for these building, and the Airports Division recorded these
buildings at a value of $26.8 million. During fiscal year 2006, the Airports Division acquired
two buildings upon the expiration of the land lease agreements. No amounts have been recorded
for these acquisitions as of June 30, 2006 as appraisals at the dates of acquisition are not
available.

During fiscal year 2006, an additional $19.6 million was recorded for the Hickam land that was
donated by the United States Government in fiscal year 2001, in order to update the previously
recorded amount to the appraised value of $20.7 million.

As a result, net assets increased by $74.6 million for fiscal year 2006, as compared to an increase
of $24.9 million for fiscal year 2005.

In summary, Airports Division continues to generate a positive cash flow and operational income
before depreciation. Although passenger traffic to Hawaii has stabilized along with operational
revenue, operational expenses have increased in order to maintain airport services and facilities.
However, the steady income stream from passenger facility charges, interest income, funding
from federal discretionary grants along with the decrease in airport system revenue bond interest
has supported the sizeable increase in operational expenses. Therefore, the future financial
outlook for the Airports Division continues to remain optimistic and healthy provided worldwide
economic conditions and events remain stable.

Honolulu International Airport continues to be the State’s busiest airport with a passenger traffic
count of 20,072,782 a slight increase of 0.9% in FY 2006 compared to FY 2005. Construction
has begun on the Explosive Detection System Integration, Phase | project at HNL. This project
is will relocate the TSA baggage screening from the ticket lobbies 1, 2 and 3 to other areas.
Work is on-going on the strengthening of the 3 level Diamond Head concourse “Wiki Wiki”
bus infrastructure.
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Honolulu International Airport

Fiscal Passengers Change
Year

2006 19,954,172 0.3%
2005 19,900,298 5.4%
2004 18,877,076 -1.0%
2003 19,060,548 -0.7%
2002 19,202,734 -13.5%
2001 22,197,793 -3.6%

Kahului Airport is the second busiest airport in the State, with 5,782,115 passengers in Fiscal
Year 2006, a slight increase of 1.6% when compared to Fiscal Year 2005. Construction is
on-going on the ticket lobby improvement project, Phase Ib for lobby expansion and to
accommodate mainland flights.

Kahului Airport

Fiscal Passengers Change
Year

2006 5,782,115 1.6%
2005 5,692,595 4.7%
2004 5,436,946 0.9%
2003 5,386,688 0.1%
2002 5,380,751 12.7%
2001 6,161,475 1.0%
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Traffic at Kona International Airport at Keahole increased 5.7% to 2,929,149 in FY 2006 when
compared to the previous year. This makes Kona International Airport at Keahole the third
busiest airport in the State. Work has begun on the Perimeter Road and Fence and General
Aviation Apron Lighting project. This project will increase airport security at the perimeter of
airport property in addition to improved visibility in the general aviation area.

Kona International Airport at Keahole

Fiscal Passengers Change
Year

2006 2,929,149 5.7%
2005 2,771,635 6.5%
2004 2,601,508 1.2%
2003 2,571,730 2.6%
2002 2,506,733 -9.9%
2001 2,780,813 0.2%

Lihue Airport is the fourth busiest airport in the State, with 2,565,543 passengers in fiscal year
2006, a slight increase of 1.4% compared to the previous fiscal year. At Lihue Airport,
construction is on-going on the Heliport Improvements project. This long anticipated project
will consolidate helicopter operations into one area for improved operational safety, efficiency
and passenger convenience.

Lihue Airport

Fiscal Passengers Change
Year

2006 2,565,543 1.4%
2005 2,528,997 0.3%
2004 2,522,191 0.1%
2003 2,524,432 -1.5%
2002 2,563,695 -9.2%
2001 2,823,056 -1.4%
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Hilo International Airport traffic increased to 1,313,716 passengers in Fiscal Year 2006, a slight

increase of 2.4% compared to fiscal year 2005. Work was completed on the installation of a
security fence along the airport boundary to prevent potential security breaches.

Hilo International Airport

Fiscal Passengers Change
Year

2006 1,313,716 2.4%
2005 1,283,188 8.4%
2004 1,184,171 -9.7%
2003 1,311,531 -5.9%
2002 1,394,152 -11.1%
2001 1,568,165 -2.6%

Molokai Airport

Fiscal Passengers Change
Year

2006 210,235 11.4%
2005 188,675 -4.9%
2004 198,309 1.3%

2003 195,809 -10.6%
2002 218.913 -71.8%

2001 237,482 -10.2%
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Kapalua Airport

Fiscal Passengers Change
Year

2006 127,431 24.4%
2005 102,403 2.2%
2004 100,177 11.2%
2003 90,058 16.1%
2002 77,588 -34.8%
2001 119,038 -5.3%

Lanai Airport

Fiscal Passengers Change
Year

2005 97,804 -8.2%
2004 106,524 -13.8%
2003 123,532 -16.7%
2002 148,300 -1.1%
2001 149,974 -10.0%
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CARGO MAIL OPERATIONS

AIRPORT | FY2006 | FY2005 % FY2006 | FY2005 % FY2006 | FY2005 %

CHANGE CHANGE CHANGE
Honolulu
International | 371,191 | 399,877 | -7.2% | 102,576 | 96,381 6.4% | 316,243 | 334,797 | -55%
(HNL)
Kahului 0 0 9
(0GG) 33182 | 37,419 | -11.3% | 12,169 | 11,139 9.2% | 164,717 | 168,184 | -2.1%
Hilo
International | 22,323 | 26741 | -165% | 2939 3726| -21.1% | 95620 117,550 | -18.7%
(ITO)
Kona
International |5, 235 | o505 [ 360 | 7406 | 6930 6.9% | 145215 | 151,509 | -4.2%
at Keahole
(KOA)
Lihue (LIH) | 13,616 | 14,385| -53% | 2584| 3,145| -17.8% | 104,802 | 105,408 -0.6%
Lanai (LNY) 933 814 | 14.6% 299 430 | -305% | 7,664 7830 | -2.1%
'(V'Nf}'(o}ga' 1127 | 1160| -2.8% 151 90| 67.8% | 40334| 37250| 8.3%
Waimea 2 0 100% | 1,277 1435| -11.0%| 2128 2558 | -16.8%
(MUE)
Hana o o ) o
(HNM) 30 28 7.1% 169 o| 100% | 6,040 5786 | -16.8%
E_ﬂaptipapa 183 232 | -21.1% 28 12| 133.3% | 4,394 4760 | -7.7%
Kapalua 751 858 | -12.5% 0 0 0.0% | 9464 7,656 | 23.6%
(JHM)
Totals 467,671 | 506,766 | -7.7% | 129,598 | 123,288 5.1% | 896,621 | 943378 | -5.0%
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