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CHAIR PONTANILLA: . . . (gavel). . . The Budget and Finance Committee meeting is now in session.
Today's date is November 15, 2011. The time is 1:35. Good afternoon, Members.
COUNCIL MEMBERS: Good afternoon.
CHAIR PONTANILLA: At this time, the Chair would like to recognize the Members that are present
this afternoon. We do have Member Carroll, Member Baisa, Member Cochran, Member Couch,
the Vice-Chair for this Committee Member Hokama, Member Victorino
COUNCILMEMBER VICTORINO: Good afternoon, Chair.
CHAIR PONTANILLA: --Member White.
COUNCILMEMBER WHITE: Aloha, Chair.
CHAIR PONTANILLA: Excused at this time is our Chairman, Member Mateo. From the
Administration, we do have Adrianne Heely, Deputy Corporation Counsel.
MS. HEELY: Good afternoon.
CHAIR PONTANILLA: Mr. Savage, who is the Deputy Director for the Finance Department.
MR. SAVAGE: Good afternoon.
CHAIR PONTANILLA: Good afternoon. And our Real Property Tax Administrator, Scott Teruya.
Sitting in the back is Marcy Martin, also from the Finance Department. Supporting the
Committee this afternoon, we do have Scott Kaneshina as well as Camille Sakamoto. Members,
we do have several people signed up for public testimony this afternoon, but before we take any
public testimony, if every one of us could put our cell phones to the silent mode or turn it off.
Thank you. For those that are providing public testimony this afternoon, Chair will give you
three minutes to provide your testimony with one minute to conclude. After the three-minute
mark, you will be notified that you have one minute to conclude. If you can state your name,
organization that you represent, the Committee would appreciate that. The first person to sign up
for public testimony this afternoon is Tom Luten.
.BEGIN PUBLIC TESTIMONY.. .
MR. LUTEN: Chairman, Councilors, thank you for this opportunity. The first thing I wanna say is, is

to the Director or the Administrator of the Real Property Tax Division, I spend a lot of time in
your tax database. It is first class. I thank you for it. It's excellent. I'd also like to thank Mike
White for taking the initiative on this, this project that he's working on. I've looked at the
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documents, both the findings and proposals and again nice work. Thank you very much. I've
distributed some written testimony. It's a one-page sheet of paper with some, a few words at the
top and some tables. It's what I'm gonna be talking about. In the course of investigating
vacation rentals in particular in Maui Meadows, I've run across a number of discrepancies and
disparities in property taxes. And since the subject of this, today's meeting is to deal with
disparities between Ag and non-Ag land assessments, it seems to me that one of the places you
all need to start is to deal with discrepancies in real property tax assessments. These two tables,
the first of them show ten properties that are listed for rent in the Internet as vacation rentals.
There are ten of them. All ten of them claim a $300,000 property tax exemption, and all ten of
them claim a residential tax rate. I don't think I need to say anything more about that than that,
except that I now give you these addresses and the associated Internet addresses where the
advertising can be found. Now whether you want to deal with the issue of Resort and Hotel tax
rates for these kinds of properties really isn't relevant here. These are properties that have listed
themselves for rent and they, therefore, are not entitled to a residential tax rate and they are not
entitled to a $300,000 property tax exemption. And these are just the ones that are in Maui
Meadows. The lower table is something that sort of popped up in the middle of that, that
research. There are 20 addresses, again all in Maui Meadows, and it was, this work is easier than
it looks because all the tax map keys in Maui Meadows are sequential. And once you figure out
what the lowest one of the bunch is, you just hit the next key and you get the next property. And
out of looking at about 600 properties, 20 pop up that have non-standard property tax
exemptions. That is, the property tax exemptions are, the exemptions are neither zero nor
300,000. And these 20 range from as low as 150,000, and I don't know what that's about, and
they go up as high as $600,000, or twice. And there are actually four properties that are
approaching $600,000 exemptions. There's five or six at 325 and 350 thousand. I'm going to
guess that those have to do with disabilities or some special case. And there's one property there
at 544 Mililani, who uses his tax address at 11, 111 Kahului Beach Road, which I think is Harbor
Lights. And he claims a $300,000 exemption on both properties, and I think the owners are the
same. So that's all I need to say on these. I offer you this information and, and hope that you
will act responsibly on them. Thank you.
CHAIR PONTANILLA: Thank you. Members, any questions for the testifier? Member Carroll?
COUNCILMEMBER CARROLL: Thank you, Chair. You got all of this from the County website?
MR. LUTEN: Yes sir.
COUNCILMEMBER CARROLL: Was it difficult?
MR. LUTEN: No. It's a very good database.
COUNCILMEMBER CARROLL: Thank you.
MR. LU'TEN: And I'm confident that the interface that the County has, as opposed to the ones that the
public has, is even better.
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COUNCILMEMBER CARROLL: Thank you.
CHAIR PONTANILLA: Thank you. Members, any more questions for the testifier? Seeing none.
Thank you again.
MR. LUTEN: Thank you.
CHAIR PONTANILLA: The next testifier is Warren Watanabe.
MR. WATANABE: Good afternoon, Chair Pontanilla, Members of the Committee. My name is
Warren Watanabe, Executive Director of the Maui County Farm Bureau. The Maui County
Farm Bureau, on behalf of our, of our commercial farming ranch families and organizations,
appreciates the efforts that have been undertaken to address the property tax disparities
associated with agricultural lands. We strongly support the intent of BF-70, but feel there is
more work that needs to be done, and provide the following comments. The intent of the
measure to require fair taxation for agricultural lands is sound. At the leftover use, as the
leftover land use category, there are many examples in which agricultural tax rate is not
appropriate. However, in the process, we need to ensure that we do not prematurely force lands
out of agriculture due to tax rates associated with highest and best use. One, accelerate the
identification of Important Agricultural Lands. On these lands, commercial agriculture is the
only approved use and commercial agricultural taxation is clear. Two, we support the
differential Commercial rate, Agricultural property rates based on years of dedication with
lowest tax rate associated with the longest term of dedication. But we need to ensure that a
process is simple and timely. Three, recognize that land in active commercial agriculture is
valuable. Four, utilize conservation plans with viable farm plans as a means to justify
dedication. And five, provide funding to implement the process. Unfunded mandates will not
bring about the desired results. As this process seeks to bring fairness into the system, we need
to ensure that unintended consequences that reduce the farmers and ranchers does not occur.
Incentivizing the process to have active farming is equally important as tax assessment,
assessment processes, as tax assessment processes are determined. Thank you.
CHAIR PONTANILLA: Thank you. Members, any questions for the testifier? Member Couch?
COUNCILMEMBER COUCH: Thank you. Thank you, Mr. Watanabe, for being here. I have a
question for you on No. 5.
MR. WATANABE: Uh-huh.
COUNCILME1VIBER COUCH: When you say provide funding to implement the process, what kind of
funding would be needed to implement...
MR. WATANABE: I, I mean I think, you know, you know, we all are aware that, you know, legislation
doesn't work without enforcement. So what we're, what I'm talking about is, you know,
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providing, whether it's the Real Property Tax or the Finance Department, adequate resources to
carry out this mandate.
COUNCILMEMBER COUCH: Oh. Okay. Great. Thank you.
CHAIR PONTANILLA: Thank you. Members, any more questions for the testifier? Seeing none,
thank you very much.
MR. WATANABE: Okay. Thank you.
CHAIR PONTANILLA: The next testifier is Christine Andrews, J.D. She's testifying on BF-70 as well
as BF-86.
MS. ANDREWS: I'll reserve my comments for BF-86 until then if that's okay. All right. Thank you,
Members. My name is Christine Andrews and I'm a resident of Wailuku Heights. And I thank
the Temporary Investigative Group for their work on addressing disparity of real property tax
assessments. I believe that the disparity has been a known problem in the County for many
years, and I applaud the courage of the group's members to take on this issue. While the group's
work was by, was rushed by the limited timeframe allowed them, I do agree with their findings
as submitted, and agree that additional work is necessary. I did some quick research just to come
up with some examples of the disparity the proposed bill is intended to address. These are based
on my experience in Wailuku town, just looking at some neighboring properties in Happy
Valley. There's one property that I know of that is classified Agricultural. It was acquired in
2002 and developed in 2003 with two new residences, about 696 square feet each. This was a
historically vacant property. It was never in any agricultural use that I know of, at least since the
1990's. The residences on the property are used as rentals, and the land is used as a yard. The
property is classified Ag, the land totals 23,653 square feet, and the assessed land value is
$227,000. The tax payment for this period is 1,200 bucks. The neighboring property across the
canal in Happy Valley is tax-classed Residential. The properties are essentially the same and the
type of land. This property is a historic plantation property. It was developed with residences in
the 1930's and '40's, and was last conveyed in 1992. The land totals 1200, 12,000 square feet
approximately, and is about half the size of the previously mentioned parcel. And yet the
assessed land value for the smaller property is $451,000, which is almost twice that of the more
recently developed Ag property. The smaller property, with historic plantation buildings, has a
tax assessment for the same period of $1,589. This disparity in assessment between neighbors is
inherently inequitable and is one of the problems that we are needing to address. I believe that
Agricultural tax classification should be reserved for land in active agricultural use, and that
homesites should be excluded. I support the proposed bill and recommend passage. Thank you.
CHAIR PONTANILLA: Thank you. Members, questions for the testifier? Seeing none, thank you
very much.
MS. ANDREWS: Thank you.
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CHAIR PONTANILLA: The next testifier is Thomas Croly.
MR. CROLY: Aloha, Chair. Aloha, Committee. I'm Thomas Croly, speaking today on my own
behalf.
I, too, would like to thank the, the members of the Temporary Investigative Group for all of their
hard work in looking into this matter. Certainly, the nine meetings that you had over two weeks,
mostly in your own private time, is, is well appreciated and I just wanna acknowledge it as what
you're, what you're doing to help the people of Maui. There's a wide breadth of consideration
that goes into agricultural assessments. And some are policy decisions. And one of the longstanding Maui County policy decisions is that we support agriculture with a low tax rate, and I
am in favor of that as well. But there's one aspect to our agricultural assessments that's just out
of whack and it needs to be brought into fairness for all. And that is the way that we assess the
value of the homesite on a particular property that's being used both as an agricultural property
and as someone's home. I'm gonna try to give you a little example here, using something to
illustrate. If we picture this as a half-acre lot, okay, this half-acre lot, if it's out on its own in
Rural zoning, say in Haiku, is valued at about $350,000. Now, let's take a two-acre Agricultural
lot, agricultural the green. And a two-acre Agricultural lot in Haiku, for example, would be
valued at about $400,000. So the difference between this half-acre lot and this two-acre lot is
about $50,000. Now, if I put this two-acre lot on top of this, or this half-acre lot on top of this
two-acre lot, and I scope out a half-acre homesite on this $400,000 property, the net result is that
this half-acre, which is the same as the guy in Rural, now gets assessed at one quarter of the
value of this total lot. So what that ends up is in Rural zoning, this was 350,000. Now, in this
particular application, it's 100,000. Now, let's double the size of that lot. Let's say we now
have a four-acre lot, and it's the same half-acre homesite, but it's on this four-acre lot. The
market value of that four-acre lot is approximately $450,000. But we put this half-acre on top of
it, and now because that half acre only makes up one-eighth of that total lot, we're now down to
about $50,000 assessment on that. Now let's make it a little bit bigger, take it to an eight-acre
property. On an eight-acre property, it would only then be the, the half-acre homesite, would be
occupying one-sixteenth. So its value becomes set at one-sixteenth of that eight-acre homesite,
which then brings it down to something like $40,000. And then take it on ad nauseum, when you
go to a large parcel, like, like say a 15-acre parcel that this would represent. That 15-acre parcel,
its total market value is about $600,000. But because the homesite is only making up 1/32 of
that, the homesite's valued at $20,000. So here we have a homesite, in one application it's being
taxed or assessed at $350,000. In another, as low as $20,000. And that needs to be rectified.
I
support that this, the portion of this property that's being used in Ag, and that people can
demonstrate is used in Ag, get an Ag assessment. I mean, I think that, that supports our effort for
agriculture. But they shouldn't be getting a discount on the homesite just based on how the rest
of the property is being used. And again, I got this information from the Real Property Tax
website
MR. KANESHINA: Three minutes.
MR. CROLY: --which I do agree is very well done. You can, you can get whatever information
you
want on your own property and anyone else's property, and it's a really good example of

-6-

BUDGET AND FINANCE COMMITTEE MINUTES
Council of the County of Maid

November 15, 2011

transparency in our government. And my acknowledgement to, to the Administration for putting
together and maintaining such a good website. Thank you.
CHAIR PONTANILLA: Thank you. Members, any questions for the testifier? Seeing none, thank,
thanks again, Tom. The next testifier is John Wilson. Members, all of the testifiers have signed
up for BF-70.
MR. WILSON: Thank you for the opportunity. And I do want to also acknowledge the work that the
Committee worked to put this idea together and the research they did, and the time they spent. I
just want to bring to your attention, along with the previous speaker, the problem we have with
two-acre Ag subdivisions. The two that I am familiar with are Kula Glen and Kula Gulch, Kula
Glen and Kula 200, I'm sorry. There's two gulches, Kula 200. I'm a resident of Kula Glen. I
own a two-acre Ag lot. My Ag lot is about a third in a gulch, non-Ag use, about another third on
a road bank and rocky area which can't be used for Ag purposes, and is appropriately assessed as
such. I have about an acre of land on which is a homesite and some agricultural production. I
would like to be able to earn at least a thousand dollars on the, the Ag production that I can make
out of that. I have had a difficult time doing that with the protea. That also helps me keep my
Ag water rate. I just wanna bring to the, to the Budget Committee's attention the possibility of
looking at these subdivisions, and there was, I think, a previous one might've been referred to
also, that are two-acre Ag subdivisions that probably should've been zoned as Rural when they
were first taken out of Ag use as a large perhaps pasture land, and put into an Ag two-acre
subdivision. I just wanna bring that problem to your attention, because I think there's more to
this situation than is being addressed just with the real property tax rates. And I, I really think
that in that, in that Kula Glen area, there's probably three or four of us that actually are trying to
produce something on that land. Now whether we can or not to make, keep our Ag water rates is
another question. But there are probably some people who are actually using that Ag. I know
one gentleman has, has some acreage in the Kula Ag park as well as farming on his, his part of
the two acres that he has in that Kula Glen subdivision. So I just wanna bring to your attention
the problems that you might run into and perhaps address as you get into further discussion on
these problems that you're dealing with real property tax assessment. And that's all I needed to
talk about.
CHAIR PONTANILLA: Thank you. Members, questions for the testifier? Member Couch?
COUNCILMEMBER COUCH: Thank you. Thank you, Mr. Wilson, for coming. Mr. Wilson.
CHAIR PONTANILLA: Mr. Wilson?
COUNCILMEMBER COUCH : I got a question for you. Thank you for, for coming. You, you
mentioned you wanted to get Ag water rates. You are doing, you wanna try and do Ag on
what...
MR. WILSON: I am doing Ag.
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COUNCILMEMBER COUCH: You are?
MR. WILSON: I've been doing Ag since 1984, since I first property, first purchased the property in
1980. I've been trying to follow the ordinances of the County in trying to maintain Ag in
Ag-zoned areas.
COUNCILMEMBER COUCH: Sure. What are your...
MR. WILSON: And it's kind of difficult to do.
COUNCILMEMBER COUCH: Yeah. What kind of Ag are you doing?
MR. WILSON: I'm doing horticulture.
COUNCILMEMBER COUCH: Okay. Do you fill out a Schedule F for the IRS?
MR. WILSON: I do.
COUNCILMEMBER COUCH: Okay. That, because we're trying to look at seeing if that's a
possibility of determining, as opposed to making...
MR. WILSON: There's another thing. The Water Department also has access to your State tax forms.
And if you put that into your computer, you'd probably find a lot of differences in terms of what
people are actually earning and what they might be saying they're earning, because in the past,
I've put in estimated earnings, and sometimes I make it and sometimes I don't.
COUNCILMEMBER COUCH: Okay. Thank you.
CHAIR PONTANILLA: Thank you. And he does Ag.
COUNCILMEMBER COUCH: No, no. I just...
CHAIR PONTANILLA: No, no. I know for a fact. Thank you, John. My ex-boss. The next testifier is
Jason Medeiros.
MR. MEDEIROS: Aloha. My name is Jason Medeiros and I'm speaking on behalf of myself. I'm in
full support of this resolution. I think that it's fair and that there has been many, too many
people taking advantage of a loophole. I cannot understand why a retiree or a person still trying
to raise their family, living in a house and lot has a higher tax rate than a gentlemen fanner. It's
absurd. You know, if you're a farmer, and you're getting your hands dirty, God bless you. If
you're taking advantage of the system, I'm just saying step up to the plate and be a part of this
community. That's all I got.

-8-

BUDGET AND FINANCE COMMITTEE MINUTES
Council of the County of Maui

November 15, 2011

CHAIR PONTANTLLA: Thank you. Members, questions for Mr. Medeiros? Seeing none, thank you
again.
MR. MEDDROS: Thank you.
CHAIR PONTANILLA: The next testifier is Stephen West. And Mr. West is the last person to sign up
for public testimony prior to the meeting. If there's anyone that wanna provide public testimony,
if you could sign up with the Secretary out in the lobby area. Chair would appreciate that.
MR. WEST: Good afternoon, Pontanilla, Chair Pontanilla and Council members. My name is Stephen
West. I'm speaking on behalf of the International Longshore Warehouse Union. After hearing
the testimony of the first testifier, I would strongly urge this Council and the Administration to
take a more active role in the administrative, administration of the law, basically looking at, you
know, we go house to house, and we're out there during election times. And we see these
homes. And we, we really know who they are, and that's why we've always taken a very strong
stance on being opposed to transient vacation rentals, because there are so many people that are
out there in the community today, living in our communities, that are not paying their fair share.
And so, you know, we are in strong support of this bill and thank you, Mike, for bringing this
forward. The one thing that I would, you know, really urge you and the Administration, is to
really strongly enforce the law. And you know, I wanted to thank the gentleman that brought
this information forward. That's pretty much all I have to say, but we in full support.
CHAIR PONTANILLA: Thank you. Members, questions for the testifier? Seeing none, thank you
again. Again, Members, Mr. West was the last person to sign up for public testimony prior to the
meeting. Is there anyone in the Chambers that would like to provide public testimony at this
time? Seeing none, Members, if there's no objections, the Chair would like to close public
testimony.
COUNCILMEMBER VICTORINO: No objections.
COUNCILMEMBER BAISA: No objections.
CHAIR PONTANILLA: Thank you.
COUNCILMEMBER COCHRAN: Oh. Sorry. Sony, Chair. I thought there's what's her name,
Christine Andrews.
CHAIR PONTANILLA: Uh-huh.
COUNCILMEMBER COCHRAN: Oh. So she just wanted to... but she had two items, yeah?
CHAIR PONTANILLA: Yeah, right.
COUNCILMEMBER COCHRAN: So, I guess she doesn't want to step forward.
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CHAIR PONTANILLA: Do you want to testify on BF-86 at this time?
MS. ANDREWS, FROM THE AUDIENCE: Yes.
CHAIR PONTANILLA: Okay. Members, if there, there's no objections, I'll bring up Ms. Andrews
again.
COUNCILMEMBER COCHRAN: No objections.
CHAIR PONTANILLA: Okay. Thank you.
MS. ANDREWS: Thank you for hearing me. Okay, I just wanna say, in support of BF-86, that I agree
with Councilmember Victorino, that the assessment and taxation of real property for Ag,
agricultural use is intended to provide a benefit to legitimate agricultural operations. However,
as applied, the assessment taxation of Ag land in Maui has every appearance of being arbitrary
and capricious. Inequitable application of the preferential Ag assessment and taxation system
hurts everyone, and encourages businesses and citizens to disregard the intent of the law, which
is to promote legitimate agricultural operations. The impression of impropriety that results from
the inequity in the Ag tax system harms the reputation of the County and its Real Property Tax
Division, and perpetuates the image of Maui as a provincial backwater without consistent
enforcement or effective rule of law. There is reason to question the extent to which County
revenues are unjustly minimized by excessive subsidization of private agribusiness. While there
is a public interest in promoting healthy and diversified agriculture, the extent of subsidization of
some large agricultural landowners on Maui seems to enhance the bottom line of agribusiness
shareholders at the expense of County residents, whom have been asked to sacrifice County
services during the recent economic downturn. I believe that most County residents would be
shocked and appalled to learn that A&B is paying only $415 this period on the 342 acres it is
proposing to turn into a portion of the Waiale residential development project. It is clear, as the
draft EIS has just been approved, that A&B does not intend to maintain agricultural use of this
property. I believe the proposed bill should be passed that landowners, such as A&B, unable to
demonstrate commitment of such lands to legitimate agricultural use, can begin paying a fair and
equitable share of property tax into the County coffers. The existing system is in fact corrupt and
broken. According to Maui County Property Tax records, A&B's 342-acre Waiale Ag property,
which is proposed for residential development, has a market land value of $5.5 million, but an
Ag land value of only $143,000; a total property tax burden of $831 this year. Across the
highway, below me in Wailuku Heights, Wailuku Kuikahi's 130 acres, also tax classified as Ag
property, have a market land value of $6.25 million, but also an Ag land value of $6.25 million.
MR. KANESHINA: Three minutes.
MS. ANDREWS: There is no legitimate explanation for the disparity in Ag land value between the two
comparable properties. Wailuku Kuikahi's tax bill this year is $36,000. In other words, Wailuku
Kuikahi is paying 43 times more property tax on their Ag property, which is less than half the
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size of A&B's property across the road. This is a small example of how broken the Ag property
tax system here on Maui is. And the only reason I looked at Wailuku Kuikahi is because they
have their commercial property offices there, and I was trying to see if they were getting paid,
paying for that commercial office right on the corner into Wailuku Heights. So I don't represent
Wailuku Kuikahi, but it was weird. They're paying 43 times more tax. I propose the bill be
passed. Thank you.
CHAIR PONTANILLA: Thank you. Members, any questions for the testifier? Seeing none, thank you
again. Okay, before I close public testimony, Chair is gonna ask, is there anyone in the audience
that wanna testify on both BF-70 as well as BF-86 at this time? Seeing no one coming up,
Members, again Chair would like to close public testimony.
COUNCIL MEMBERS: No objections.
. . .END OF PUBLIC TESTIMONY....
CHAIR PONTANILLA: Thank you. The item, the first item on our agenda this afternoon is BF-70,
Disparity of Real Property Tax Assessments for Agricultural Versus Non-Agricultural Lands.
ITEM BF-70:

DISPARITY OF REAL PROPERTY ASSESSMENTS FOR
AGRICULTURAL VERSUS NON-AGRICULTURAL LANDS (CC 11-227)

CHAIR PONTANILLA: Members, you are in receipt of a report from the TIG, Temporary
Investigative Group, containing their findings and recommendations. At this time, I'd like to call
on Councilmember White, Chair of the TIG, Temporary Investigative Group, who has prepared a
PowerPoint presentation for us this afternoon. So at this time, the Chair will take a short recess.
Recess, subject to the call of the Chair. . . . (gavel). . .
RECESS:

2:06 p.m.

RECONVENE:

2:10 p.m.

CHAIR PONTANILLA:
.(gavel). . . The Budget and Finance Committee meeting is now
reconvened. At this time, the Chair would like to turn over the presentation to Member White.
Mike?
COUNCILMEMBER WHIM: Thank you, Chair. And, first of all, I'd like to thank the Members that
were on the TIG Committee with me, Vice-Chair of the committee, not committee, Vice-Chair
of the group, Riki Hokama, and Members Mike Victorino and Gladys Baisa. Thank you for the
weekends and evenings and all the private time that you spent working through the various
questions and challenges and information that was provided to us. I'd also like to thank the
Administration because they supported us way beyond anything we could've expected.
Especially thanks to the Real Property Tax Department, the folks that are here. Scott Teruya and
Marcy Martin spent many hours with us and many hours when we weren't together, providing
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information for us to review at our next meeting. And many of the pieces of information were
turned around in very short order, so to them I owe a great thanks. As you can see, the TIG was
formed to make findings and recommendations on policies relating to the apparent disparity of
real property assessments for agricultural use versus non-agricultural uses. And it was
established on October 4 th by the Budget and Finance Committee, pursuant to Chapter 92-2.5 of
Hawaii Revised Statutes. We held nine meetings between October 8 th and November 1 st, and
reported to the Committee back on November 4 th . And as required by the Sunshine Law, we
were not able to discuss it at that meeting and we had decided, as part of the group, that we
would not discuss it until this meeting. So that was why we haven't been terribly
communicative. And I've already mentioned the group members, and we were limited to
investigating historical and current practices in addition to conducting interviews relating to real
property taxes. The TIG spoke to representatives from the Department of Finance, both the
Director, the Deputy Director and all the folks in the Real Property Tax Department. We had
conversations, actually the Real Property Tax Administrators from City and County of Honolulu
and the Big Island came over and spent a significant amount of time with us. And the Maui
County Farm Bureau, Maui Cattlemen's Association and the USDA in several of our discussions
as well. Section One will focus on the valuation of homesites on parcels with agricultural use
assessments. And Section Two will focus on encouraging agriculture and preserving open space
through agricultural dedications and rollback penalties. Section One findings confirmed that
there were significant inequities between the homesite values in residential districts versus the
homesite values for parcels receiving agricultural use assessments, as was pointed out by several
of the testifiers this afternoon. Homesites on agricultural properties should be valued
comparably to similar parcels being put to similar uses elsewhere as reflected in the market.
Currently, if a parcel in the agricultural district has both an active agricultural use and a homesite
on it, the entire parcel receives discounted tax treatment. The TIG found that agricultural
benefits should be limited to the portion of a parcel in active agricultural use. And the tax, we
also realized that, in order for the Real Property Tax Department to do their job significantly
from their seats at their desks, for all their preliminary work we really need to provide them with
updated pictometry and GIS assets for preliminary lot evaluation. As you'll see in some of the
examples, the pictometry helps quite a bit, but we need updated assistance there. We also found
that the methodology in establishing homesite land values should be applied equally regardless
of agricultural use on a parcel. And then the practices need to be refined by establishing a means
of valuing the homesite independently from the portion that is in active agricultural use. The
goal of these recommendations is to establish a more equitable homesite valuation on parcels
with Ag use, and to create a level of fairness between values of similar lands being put to similar
uses. And that basically just means if you're on a quarter-acre lot on an agricultural parcel, you
should be paying something similar or paying on an assessed value similar to a quarter-acre
parcel elsewhere nearby. Homesites shall be assessed independently from the portion of the
parcel in agricultural use, as determined by the Director based on fair market value. And it's
important to point out that none of the recommendations would have any effect on the existing
home exemption and homeowner tax rates. We feel strongly that, that should not be affected.
And the homesite means those portions of the parcel excluding the portion in agricultural use and
excluding the portion that consists of unusable or unsuitable land for architect, agricultural use.
This is an example that I've used in the past. The blue area in the back is fenced in and I believe
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it still has goats there. The area in yellow is the, what I consider the homesite. And the homesite
is approximately an acre and a third. Because of the previous calculations, the homesite was
valued, or not, the lot was valued at $80,000 and so what we're establishing here is a one and a
third acre homesite. And the current tax method provides a taxable value of 163,537, or a tax
due, excuse me, a tax due of $409. And the proposed method would increase the taxable value
to $473,455 and increase the taxes due to nearly $1,200 per year. I should point out that this, just
to put it in a comparison, we have lots in and around Kahului and Wailuku that are affordable
housing lots that are paying in excess of $750 a year compared to that 409 there. This is a farm
lot in Kula. It's 2.9 acres with a quarter-acre house lot. And we'll compare that with a house lot
in Makawao, which is also .25 acres. So if you have a 2.9-acre Kula farm lot with a quarter-acre
house, we're just using the example, the example we're using has 150,000, or $153,100 building
value. And so it currently has a homesite value of 56,000 and an Ag use value of 8800, I'm
sorry, 88, $887. We have replaced the homesite value with that of the Makawao lot of 241,700.
So what this does at the bottom is that house site and 2.9-acre farm lot is currently paying a
minimum tax of 150, and their taxes would go up to 489 under the, under the proposal where we
tax the homesite as if it were a homesite elsewhere. That compares with the Makawao residence,
and we put the same house value in for comparison. And so the resulting tax on a similar house
and similar sized lot shows that the Makawao resident is paying $487 currently, and the farm lot
would go from 150 to 489. So, in essence, for the roughly two and a half acres of farmland, the
people in Kula would be paying an additional $2 over and above the Makawao residence. This is
in Section Two. Tax incentives can and should be used to encourage agricultural use. And it's
become clear to us that current practices, where there's not much of a penalty, are a weak tool for
preserving agricultural land and open space. A system to require property owners to dedicate
their land for agricultural use to receive the significant tax benefit is appropriate. And that
establishing a penalty such as property tax rollback is a common practice to discourage the
changing of land use. We also found that Maui County currently offers a 10- or 20-year
agricultural dedication; however, only a small percentage have actually taken advantage of that
program. All dedications should receive tax incentives; however, the public subsidy aimed at
encouraging agriculture and protecting open space should provide a more significant discount for
longer term dedications than for shorter ones. We also found the current agricultural use
assessment system is based on agricultural values that are over 40 years old. The system has not
been updated to accommodate more current values or new technologies and crops, such as
hydroponics and seed crops. A new agricultural assessment methodology may be warranted, but
requires more study than was permitted by the timeframe that the TIG was, was given to come
up with recommendations. Agricultural use valuations have remained the same for the past 10
years and probably since 1967 when they were first established. In the past 10 years, market
values and taxes paid by property owners in all other categories have increased by approximately
90 percent while Ag use values and taxes have remained flat. Since 2001, over 16,000 acres of
land have been taken out of active agricultural use. This shows the changes from 2001 to 2011.
On the upper portion, you can see in 2001 we had 292,500 acres, and we have dropped to
275,957. The market values have more than doubled from 2.7 billion to 5.4 billion, and the
current use values have increased by only $6,600 on a base of three point, or 35.8 million. And
the taxes have increased by only $38 in those ten years from 207,872 to 207,911. In 2001, the
total for all other lands amounted to a value of 7.5 billion, and taxes paid of 40.1 million. And
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Ag lands for the numbers I just mentioned. By 2011, taxable value had increased to 14.4 billion
and the taxes paid had increased to 76 million. So that's an increase of 90 percent on value, and
89.4 percent on taxes paid. And you can see right below that the increase in value for Ag lands
was just a little over two-hundredths of a percent, and the taxes paid remained flat. So our
recommendations were that we needed to refine and expand the Agricultural Dedication
program, and provide greater incentives for preservation and more of a penalty for changing the
use of the land. So, further recommendations are to, in order to receive an agricultural tax
benefit, land shall be dedicated. A petition to dedicate land must be approved by the Director for
a specific agricultural use for a period of 5, 10 or 20 years. So we've added five to provide some
additional flexibility. The petition must establish substantial and continuous agricultural use.
And agricultural use means the active, commercial and primary use of the land for aquaculture,
crop production, grazing of animals used in livestock production and production of livestock
byproducts and plants for food, fiber, or energy, flowers and foliage, tree farms, aquatic animals
and plants, bees and related natural byproducts, biomass, nuts and seeds. Agricultural use does
not include the use of areas primarily as yard space, setbacks or landscaping, or the planting of
fruit or ornamental trees, flowers and vegetables primarily for home use. Who may petition?
Owners representing at least a 50 percent interest in the land. Parcels must be at least two acres
in size. And if they are less than two acres in size and not within a County agricultural district,
land shall have been in continuous agricultural use for the past five years and the annual gross
income derived from the agricultural use shall not be less than $5,000. And, before I go on, I
need to make it clear that again these are just recommendations. And these are things that we
felt were, were responsible and appropriate. But, of course, they're all up for discussion, debate
and, and change. Contents of the petition. You need a description of the agricultural use, the
acreage involved and the agriculture and delineation of the homesite. We need three dated
photos within 30 days of submitting the petition, copy of Hawaii GET tax license and Federal tax
return including Schedule F for farm income. And the Director will review and approve
dedication, which shall include an inspection. And this is, quite frankly, where the pictometry
will come into play, because a lot of the work will be done ahead of the visit and the inspection
should just be meant to confirm what, what we've seen through pictometry. Proposed dedication
schedule. If you dedicate your land for five years, you'll receive a discount of 50 percent off of
market, fair market value. If you dedicate for 10 years, you'll receive a discount of 80 percent
from fair market value. And if you dedicate for 20 years, you'll be assessed at one-half of its, of
your parcel's current agricultural use, or not current, your agricultural use value. To give you
some ideas of how those play out, this is a 149-acre parcel, which was purchased for $4.7 million
and has a current taxable value of $12,400 and is paying $150 minimum tax. So under a fiveyear dedication, based on the fair market value taking 50 percent of that amount, which is 2.7
million, the taxes paid would be 15,902. For a 10-year dedication, 20 percent of the market
value is 1.1 million, and taxes paid would be 6,360. But if you are making a 20-year dedication,
you get a significant discount. So you're, it would still be based on fair market value, but in this
example, because 50 percent off of your assessed value still doesn't, it's still under the $150
minimum tax level, so you'd still be paying the $150 in tax, but you'd be avoiding the, the next
step up of 6,360. A little larger parcel. This is an HC&S parcel. It's 1,195 acres, with a taxable
value of 488,600, and taxes paid of 2,832. A five-year dedication, the 50 percent of market
would be based on five, $5.2 million and taxes paid would be 30,310. A 10-year dedication
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would be based on 2.1 million, and the taxes would be 12,123. And a 20-year dedication would
be based on half of the taxable value of 488... or 244,300 and the taxes paid would drop to
$1,416. So, as mentioned earlier, one of the, one of the ways that we felt we needed to put some
teeth into the agricultural dedication process is by providing rollback and penalties if the
dedication period is not fulfilled, and basically land affected by a land use change shall be
subject to rollback tax and penalty with certain exceptions. -Land use change" means a State
land use, County zoning change or final subdivision approval, and we have proposed that family
subdivisions be exempt from this. Rollback tax shall be equal to the difference between the
taxes owed for the dedicated land at 100 percent of the land's agricultural fair market value and
the taxes actually imposed. The penalties shall be calculated by multiplying the numbers of,
number of years the rollback tax applies by 10 percent of the total rollback tax owed. Events that
may trigger cancellation of the dedication without a rollback or penalty would be death of any
owner or events beyond the owner's control such as long-term illness, natural disaster, loss of
adequate water, et cetera. Other items - as I mentioned, family subdivisions may take place
without a rollback or penalty if agricultural use continues. The Director may grant a grace
period not to exceed two years. And the land shall be assessed at 100 percent of market value for
the duration of the grace period. And this is basically to allow a landowner to look for a new
lessee if a lessee leaves. Some examples of the calculation of the rollback. Again, this is the
149-acre parcel. And for a three-year rollback on a five-year dedication, the rollback amount
would be 47,700, with a penalty of 14,300 for a total of $62,000 on a three-year rollback. And
again that's on a $4.7 million purchase or a $5%-million dollar value. For a rollback, a six-year
rollback on a 10-year dedication, the amount of the rollback increases to 152,600 and a penalty
of 91,600, for a total fee for cancellation of $244,200. For a 12-year rollback on a 20-year
dedication, you can see that the penalty is significant, at 381,000 of rollback and 457,000 of
penalty for a total of 839,000. For the larger parcel, the 1195-acre cane parcel, a five-year
rollback, I'm sorry, a three-year rollback on a five-year dedication, there would be $91,000 in
rollback and 27,000 in penalty for a total of 118,000. Or a six-year rollback on a 10-year
dedication, the rollback would be 291,000. The penalty would be 174,000, for a total of
465,000. And the 12-year rollback on a 20-year dedication would be 710,000 in rollback,
852,000 in penalty for a total of $1,563,000. That completes our recommendations as far as the
two main issues are concerned, but we also feel that for us to properly enforce the provisions that
we feel are important for us to move forward with, we will likely need additional staffing in the
Real Property Tax division to inspect properties as, as outlined. And we also feel that they need
to have pictometry software and geographic information software, and related hardware and
training to make use of these, these new assets. They've got a lot at their disposal now, as you
can see with the Real Property Tax website, but the pictometry software that is available now
from what RPT has told us, will allow them not only to see what is taking place on the property,
but it will also allow them to measure the size of the, of the structures on the property, both in
square footage and height. So it'll give them a significant increase of, of capacity or capability.
We also feel that the implementation of the dedications will require significant public outreach
efforts in order to explain what the changes are and how we're going about it. And the deadlines
should be well publicized. As we were unable to include all of the things that we wanted, these
are just things for future consideration. The first is to look at alternative methods for assessing
values, looking at longer dedication timeframes and greater incentives for longer terms,
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favorable tax treatment for conservation easements. This is one of those things that we just
didn't feel we had adequate time to evaluate, but, for example, Ulupalakua Ranch has established
a conservation easement on I believe it's around 12,000 acres of land, and we'd like to further
understand what we can, what we can do to incentivize people to put as much of their open lands
into conservation as we can. We also feel that we should, at some point, look at the purchase of
development rights and establish a special fund into which the rollback taxes and penalties would
go. And the use of that special fund may be for the purpose of purchasing development rights, or
providing some incentives for conservation easements and, and things of that sort, and to provide
a broader system of controls to protect agriculture. And further refine rollbacks and penalties as
we see fit. And, Mr. Chair, that concludes my presentation.
CHAIR PONTANILLA: Thank you, Mr. White. At this time, the Chair will call for a short recess.

.(gavel). . .

RECESS:

2:38 p.m.

RECONVENE:

2:40 p.m.

CHAIR PONTANILLA:
.(gavel). . . The Budget and Finance Committee meeting is now
reconvened. At this time, I'd like to call on the Deputy Director, Mr. Savage, to give some
comments in regards to this particular item. Mr. Savage?
MR. SAVAGE: I just wanted to say and echo what the public has already told you. I'm really
impressed by the amount of time and overtime that you put into this. My staff got paid overtime.
I know that you didn't. At any rate, I know that you guys did a lot of research, a lot of due
diligence, and, you know, I respect you even more for making sure you know the information
before going forward to making changes to the law. And I really also appreciate what you guys
working with us together on something as important as this issue. So, I just wanted to thank you
for that.
CHAIR PONTANILLA: Thank you. Mr. Teruya, you got any comments that you'd like to make? Not
at this time. Okay, Members, the Chair would like to open up the meeting again with a Q&A.
You know, you may ask questions in regards to the particular item, the disparity of real property
tax. And hopefully, you know, I can direct some of those questions to the members of the TIG
Committee. Member Couch?
COUNCILMEMBER COUCH: Thank you, Mr. Chair. My biggest concern, when we talk about
homesites on agricultural properties should be valued comparably to similar parcels being put to
similar uses elsewhere as reflected in the market. And then on another page, we talk about
requiring, or having incentives. Tax incentives can and should be used to encourage agricultural
use. It sounds like that on places that are already, they're farming, they're legitimate farm lots,
we're gonna raise their taxes because of they've got a home on there. That's not, to me, it
doesn't sound like it's encouraging agricultural use if we're gonna raise the taxes because
they've got a house on their farm lot. So I'd like to hear what the group has to say about it.
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CHAIR PONTANILLA: Any one of the group members wanna take that? Oh, yeah. Mr. Victorino?
COUNCILMEMBER VICTORINO: I'll give it a shot. I think Mr. Couch and Chair, and to the rest of
the Committee, what we are looking at is really separating what is Ag stays in Ag and is taxed
and is and then given the exemptions or whatever in Ag. And what your homesite, your
homesite would be a separate entity. We encouraging that, if you have a house and your
home's.., and we looked at a number of examples. We had farmers who had homes down in
Omaopio, old, small, little houses that maybe value $150,000. And then you had these really,
you know, really huge homes up in--well let's not use any particular area, but--other parts of the
County, right. And their assessed values was a lot higher. They still get the homeowner
exemption, they still get the tax value of what the rate that a homeowner gets. But they also got
the agricultural exemption. So it's like, if you wanna put it in a lesser of a term, nice sandwich
they made, and they got a real big club sandwich for the price of a regular sandwich. And so it
was nothing to discourage somebody from doing Ag. If you have a home, and it's on Ag land,
and that's your primary home, then we felt that you should pay just like I pay for my home. I
have no more, no less for that portion only. Right. And then the Ag was valued and then
assessed Ag value. So that was the rationale for us, looking at that.
CHAIR PONTANILLA: Thank you, Mr. Victorino. Mr. Couch?
COUNCILMEMI3ER COUCH: I guess that still doesn't, I mean, I understand that. And I, and I tend to
agree with that. But that doesn't give incentives to do farming on, on the other portion of the
land unless the actual incentive is we're not gonna tax you as super high if you're not Ag. Is that
the way you're looking at it?
CHAIR PONTANILLA: We're looking at the 5-, 10- and 20-year. Member Baisa?
COUNCILMEMBER BAISA: Thank you very much, Chair. The benefit and the incentive comes not
in the fact that you have a home there. Everybody has to have a home. But the benefit is in the
Ag part of what you're doing. If you are a farmer doing real Ag, you're going to be rewarded for
that particularly if you go for a 20-year dedication. That's where the benefit is going to come.
You're also gonna get it in your water rates. You're going to get it in many ways. But as far as
the home, it's felt that the home, everybody needs a home, and so that we should all pay fair for
our home.
CHAIR PONTANILLA: Thank you. Member Hokama, followed by Member White.
VICE-CHAIR HOKAMA: I would just add to my TIG members' comments, Chairman, that we had to
look at all different types of agricultural parcels. This was also to help address some of the
concerns that we receive from those that lease land and don't have a homesite on that portion of
agricultural acreage. They're using somebody else's property, and they wamia continue Ag. So
that person is, be paying his regular home property tax and claiming, if appropriate, his
homeowner's exemption, which is just like anybody else. I think we're trying to be as fair as
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possible through the spectrum of different situations that have come across to the TIG's, you
know, information. And I believe that what we are recommending is something fair that can
span the whole spectrum of unique situations, Chair. Thank you.
CHAIR PONTANILLA: Thank you. Mr. White?
COUNCILMEMBER WHITE: Thank you, Mr. Chair. In addition to all the items that the
other
Members have mentioned, I think it's important to point out that the real incentive is that, for a
2.9-acre parcel, without a homesite on it, the value is likely to be, well, in nearby 2-acre
subdivisions there, their value is in the neighborhood of 600,000. So in the examples shown,
what we are providing that person because they're doing Ag, if they, they commit to a 20-year
dedication for Ag, they will be paying on that very small rate. At this point it's roughly $900,
which creates $2 in taxes versus paying the Ag rate of 580 on $600,000, which would come up to
about $3,000. So, I think that's the incentive. That, you know, we're still maintaining a
separation and an incentive for the people who are truly farming. And as Mr. Victorino said,
they're still getting the Ag, I mean, they're still getting the homeowner's rate, and the
homeowner's exemption applied to their whole property, not just the homesite.
CHAIR PONTANILLA: Thank you. Mr. Couch, any more questions in regards to...
COUNCILMEMBER COUCH: No. Just to, well, yeah. Sure. Why not? The, the five-year,
is there
for the five-year dedication, is that, I mean, if you're gonna do true Ag on a lot, is five years
enough? I mean, what's the point in a five-year exempt dedication if we really wanna dedicate
to true Ag?
CHAIR PONTANILLA: Yeah, Mr. Victorino, I think that's a very important point and I know
they
have, you know, done some research in this area here. Mr. Victorino.
COUNCILMEMBER VICTORINO: Sure. And, and I'll allow my other Members to chime in
too, but
if you go to the page where it showed the significant difference, and this is like... We didn't
number it, yeah, but this is the parcel, the 149.9 acres. Yeah, I think get one big parcel, right.
Okay. We go to that. And you see the difference in the 5-, 10- and 20- year dedication. The
five-year, the reason for that was twofold. Number one, we wanted to allow people who, who
had farmland who wanted to lease out the farmland and wasn't sure that maybe, you know, they
not sure if it's gonna work or not. And they not sure how effective it's gonna be. So they
weren't committed for 20 years on this farmland. Okay. So that was a short term, and if they
had any other ideas of using their land in 10 or 20 years, then the five-year would be a short-term
methodology of them getting a tax break. But if you look, the significance because it's 50
percent of the market value. So with, like this example is 5,483,000. They still paying taxes on
270, 2,741,000. In other words, they're paying 15,900. If they decided to do 20 on this same
parcel, they'd only pay $150. So, and then we have the rollback, which is our safeguard, so if
they decide to sneak out of there or try to get out of it, we'd get 'em on the backend. And we'd
tax 'ern all the way through. So again, the reason for that is to allow people to have an
opportunity that maybe they would wanria do something else with their land in the future, but in
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the meantime they're able to let it stay in Ag. And that was one of the things the farmers brought
to us, and some of the ranchers, that they rent, they lease out land, and they felt very concerned if
we made everything 10 and 20, and somebody didn't waima take that chance, would not lease
out the land for Ag anymore. So that, that was kind of, and there were some other things and I
think Ms. Baisa can give you couple other ideas. But that was one of the main points is to allow
that land to be used in Ag for short term if there was some other premise that they were thinking
of at that point in time, yeah.
CHAIR PONTANILLA: Example, development.
COUNCILMEMBER VICTORINO: Development. Yeah, that'd be one. Or, or something else, yeah.
CHAIR PONTANILLA: Okay.
COUNCILMEMBER VICTORINO: So that would give 'em an opportunity to look at it. Yeah.
CHAIR PONTANILLA: Thank you. Member Baisa?
COUNCILMEMBER BAISA: I'll give you another example of why you might wanna do this,
particularly to encourage Ag. Say, for instance, and we've seen this happen so this is not just a
figment of my imagination. This actually happened where someone decided that it was very
profitable to grow raspberries on Maui. And so somebody gets an opportunity and they say,
okay, I'm gonna grow raspberries. Well, you go through the whole thing and within a year or
two, you realize that you cannot produce that crop competitively on Maui, because it costs too
much to grow here and it has to be handpicked. And for the shipping, it's a nightmare. And so
you wanna change. I know there's been many crops that people have tried to do that way in
diversifying agriculture. And this five-year thing, you would get the benefit. It would be much
smaller, but it would encourage people to try. Whereas if we say, no, you gotta go in for 20
years, they would be much more unlikely to try. So it's also to allow people to experiment with
Ag.
CHAIR PONTANILLA: Thank you. Member, Member White, and then I'll call on Member Cochran
for questions.
COUNCILMEMBER WHITE: Thank you, Chair. The other reason is to provide a menu of options for
somebody who is in Ag or wanting to get into Ag. One of the things that we heard from the
ranchers and the Farm Bureau was that they, they weren't sure, you know, as some of them are
getting older, they weren't sure exactly what their families would want to do. And they felt that
it was important to them to have options. If they weren't, you know, if they were my age, they
didn't wanna do a 20-year dedication if they were gonna pass their, you know, pass their lands
on to someone in 10 years. So we gave 'ern the 10 years and then one of the suggestions was,
well, what about a 15? And we considered that, but then we felt that instead of doing a 15, we'll
do a 10 and then they can use the five, or they can use another 10 if they want to extend it
beyond that. So we felt that we had a variety of options for somebody to choose from, and that
- 19 -

BUDGET AND FINANCE COMMITTEE MINUTES
Council of the County of Maui

November 15, 2011

would apply to somebody in a family situation or somebody in a, in a position where they
wanted to support Ag for a period of time before developing the property. So if it's gonna get
developed at some point, we're giving people 5 years or 10 years to choose, or 20 if they choose
that one. But we felt that it was, it's an appropriate list of options.
CHAIR PONTANILLA: Thank you.
COUNCILMEMBER COUCH: Follow up on that.
CHAIR PONTANILLA: Let me call on Member Cochran, and then I'll call on you, Don.
COUNCILMEMBER COCHRAN: Thank you, Mr. Pontanilla. And so, I'm looking at the agricultural
dedications portion, and we're curious how the 5,000 per acre dollar amount came up, where a
person who's two acres, continuous Ag for the past five years, annual gross income not be less
than 5,000 per acre. I was just curious where that figure came from.
COUNCILMEMBER VICTORINO: Actually, maybe Mr. Teruya can answer that, Mr. Chair. Because
we know the answer, but you know, it'd be good for hear from the man himself, eh, Mr. Teruya.
CHAIR PONTANILLA: That's, that's where the Administration comes in, right?
COUNCILMEMBER VICTORINO: That's right.
CHAIR PONTANILLA: Mr. Teruya?
MR. l'ERUYA: Chair, and Members, that language actually came from existing rules and procedure.
However, the current rules is a $500 per acre requirement. And I believe this existing rules was
dated in 1981, so I believe the Committee had thought about updating that acre value of 500 to
5,000.
CHAIR PONTANILLA: So that's not set in concrete as far as the $5,000, the way I understand it.
Member Cochran?
COUNCILMEMBER COCHRAN: It's just a recommendation then.
CHAIR PONTANILLA: That's right.
COUNCILMEMBER VICTORINO: All of it is a recommendation.
COUNCILMEMBER COCHRAN: Oh. Okay. I mean it's currently at five, and that's a, whew, huge
jump up to 5,000. Okay.
CHAIR PONTANILLA: Okay.
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COUNCILMEMBER COCHRAN: I just wondered where it came from.
CHAIR PONTANILLA: Member Couch.
COUNCILMEMBER COUCH: Thank you. I was gonna get that, to that eventually, but I wanted to
follow up back on the agricultural dedications, the 5, 10 and 20 years. What happens at the end
of the, say you go five years, and you're done? Is it a year to year after that, or if you, do you
have to rededicate? And, or are you free to now use whatever use you want?
CHAIR PONTANILLA: I think Mr. White answered that question that you can rededicate 5, 10,
whatever.
COUNCILMEMBER VICTORINO: If you, Mr. Chair, if you were to decide not to rededicate,
Mr. Couch, if you were to decide to develop or you wanted to do something else with the land,
you're free to do that, 'cause now you don't have that rollback provision, is no longer applicable.
However, you then go to best and best use. So whatever the taxes on that land would've been,
now all of a sudden it becomes that if it's, for example, Residential or whatever it may be. It
moves to that best in use category. So the rollback is only effective until you finish your
dedication. If you wanna continue to have the benefit, then you rededicate again. So that was
the whole key, Mr. Chair, is we're looking, and again, like Mr. White and all of us are saying,
these are only recommendations. We're gonna hash this out and we're going back and forth.
But these were the ideas that were thrown forward by not only the Committee, but by actual
farmers, ranchers, you know, others that who participated. So I just want Mr. Couch to
understand that these recommendations really were well thought out. They weren't just all of a
sudden we throw 'em on the table. Oh, that sounds good. We really did look it over in the very
li mited time. And I wanna thank all of the Members, too, because they worked so hard, you
know. I mean, there was a lot of donuts we ate during that period of time. A lot of rnochi crunch
and other kind of stuff, but just to keep awake on Sundays was really difficult, sir. Thank you.
CHAIR PONTANILLA: Thank you. Member Hokama?
VICE-CHAIR HOKAMA: Just one short comment, Chairman. It is not required to dedicate to be
Agricultural zoned lands. And that is one of the reasons where the penalties and whatnot needs
to be calculated by either the landowner or whoever is in control of the property. If you don't
want to continue and have an Ag benefit, and you don't wanna rededicate, you know. It could be
Rural lands, it could be another zoning type of land and not necessarily Agricultural. So, you
know, whoever is gonna make the decision is gonna have to weigh out the financial impacts of
the decision either way. And then, I'm sure, they'll make an educated decision. But, you know,
for me, Chairman, one of the things that, for me, as a member of this group, surprised me is how
outdated some of the things is being used as benchmarks. You just heard this per acre price. It's
a 30-year-old number, $500. You've heard us going into categories from 1967. 50 years ago.
And so, for the Committee, it was hard to come up with current things, because everything kept
back historically and nothing kept moving to match current time, and current changes in the
industry and agricultural practices, and the environment that we deal with regarding herbicides
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and pesticides and fertilizers and whatnot. So, you know, it was very trying for the group in the
short time we had, and I think if the Members keep asking their questions 'til finally the group
went to various scenarios, and we tried to make the distinctions of how to view personal or
family agricultural practice versus a commercial or a corporate entity as to, you know, find a
balance to keep agriculture alive in this County. So I just thank you for this time to share a few
thoughts.
CHAIR PONTANILLA: Thank you. Member Baisa?
COUNCILMEMBER BAISA: Chair, one of the things that I would like to share with the public is that,
you know, this was a crash course that we did here, 'cause we didn't have a whole lot of time
and so it was jammed and, you know, long hours and us trying to get it all done. But one of the
most profitable experiences for me, and I'm sure the Members feel the same way, we had the
opportunity to go down to the Real Property Tax office and to actually sit with them and look at
what they look at in order to value parcels and how they come up with the tax amounts. And we
also got to see what is available to them in terms of equipment and what would assist them in
doing it even better. And that's how our recommendations came up for, you know, better
pictometry and better GIS and those kinds of things. But it was really educational for me to
actually go through that exercise and. We all get these little cards in the mail, but what is in the
back of that? We don't know, and we talking about thousands and thousands of parcels. So this
was, you know, it's not a small thing to do. This is really a big deal. The other thing that I
wanted to talk about is the value of a TIG. You know, this is the first time I've been involved in
anything like this, and I understand it's the first time we've had one. But, you know, the
informality of that group, being able to sit down and just have a conversation with each other and
argue back and forth and to sit with the people who came to talk to us, and discuss, like the cattle
members who came. You know, they just sat down and it was like we were talking story on the
farm. And it makes it so different because people feel very free to volunteer information, and I
think that informality lends itself to a really good open discussion. So I'm very grateful for the
opportunity to have been in the TIG, and I think it's a great way to deal with these kinds of
problems. It's a good way to start. But it was really funny, 'cause as we were talking about this,
we were already saying there needs to be TIG 2. Because we realized how little time we had to
do what needed to be done. But it was a wonderful process and I wanna thank the Council
members for authorizing us to do this. Thank you.
CHAIR PONTAMLLA: Thank you. And I wanna recognize Member White through his experience as
a State Legislator, you know, in particular in this process here. So, you know, thank you again.
COUNCILMEMBER WHITE: Thank you, Chair.
CHAIR PONTAMLLA: Mr. White, followed by Member Couch.
COUNCILMEMBER WHITE: I'd just like to add to what Ms. Baisa said that one of the most, I think,
helpful things was not just the ability to sit around with other individuals, but to give the other
individuals, the people from the Cattlemen's Association, and others who generally just get the
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one, the one testifying time limit of three minutes with a minute to close. We had them sitting
across the table with us for over an hour and a half on two separate occasions. And just tossing
ideas back and forth and it really helped us understand their perspective in a lot more detail. And
I think it helped them understand our concerns and our challenges. So it was a really fruitful
exchange and like Ms. Baisa, and I think the other Members would agree, it was very helpful and
very useful.
CHAIR PONTANILLA: Thank you. Mr. Couch?
COUNCILMEMBER COUCH: Yeah. And I do wanna thank the group because it sounds like you
were busting your rear ends and did a great job in coming up with, and were able to talk freely in
coming up with this information, and I am by no means questioning how you made a decision. I
just wanna see how it fits in the way things are going. 'Cause you guys had nine meetings to do
it, where I'm trying to get it all in one, one quick meeting. That being said, on the agricultural,
on the rollbacks again, currently, and I guess this is for Mr. Teruya, currently don't we have a
situation where if you have Ag land and you even subdivide it, a family subdivision, you have to
pay the back taxes on that? Is that not correct?
CHAIR PONTANILLA: Mr. Teruya?
MR. 1ERUYA: Currently, we have two forms of agricultural practices. We have one via dedication
and one via just agricultural use. They're currently in the, in the dedication process or in the
dedication program, there is no rollback for subdivision. Yeah. So this is different in that sense.
But also in this sense, they've been sensitive, the TIG members have been sensitive to include
family subdivisions from being roll backed. So they have that as a precautionary from what
they've heard from the community. Yeah.
COUNCILMEMBER COUCH: Excuse me, Mr. Chair, follow up. The reason I ask that is the 2.9-acre
parcel that we saw in there. That was part of a bigger parcel and it got subdivided. It was still
Ag, it was a family subdivision and they, the two owners of the 2.9 acres had to pay around
$100,000 in back taxes because it was subdivided. Now, is that still, what's gonna happen on
that situation? If we go to this new setup the way you wanna do it, there is really no Ag all by
itself without dedication, right?
MR. TERUYA: Yes. There would only, the recommendation currently is just for a dedication process.
In the current system, if you are in the agricultural use program and not the dedication process,
the subdivision under five acres would be the violation. In this instance, this property is already
under five acres. So it wouldn't, there wouldn't be any penalty.
COUNCILMEMBER COUCH: No, it was, it was six or seven acres and then it got subdivided amongst
the family. And one of our Members' staff is gonna go through the same thing if his family
wants to subdivide their farm, this active farm. But if they wanna divide it amongst the members
of the family, they're gonna have to pay the rollback taxes unless this comes into effect. Is that
what you're saying?
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MR. TERUYA: Yes.
COUNCILMEMBER COUCH: So I guess...
MR. TERUYA: This is a way of protecting the family farm from being subdivided, basically to
continue a use, but basically to draw lines for estate purposes.
COUNCILMEMBER COUCH: Right. Okay. Thank you.
COUNCILMEMBER VICTORINO: Chair.
CHAIR PONTANILLA: Mr. Victorino.
COUNCILMEMBER VICTORINO: Yeah. Thank you. And one more thing that, that I wanted to
bring out was the ability to discuss with the other three counties, and that was really enlightening
to see the other three counties how they implemented their agricultural policies. And it went
from Oahu, who has like 1 percent of their total income comes off of agriculture. And very little
agriculture in play total in Oahu, City and County of Honolulu. Where you went to the Big
Island, which was a large amount, I think it was 11 percent or something like that, 14 percent, a
big, big percentage and how they implemented, how they put their rules together, and how one
had almost helter skelter and one was a lot more organized. So, you know, you learn from
others' mistakes. That was very important. And the other thing that was really enlightening is to
be able to see these applications that we received, or should I say the Department receives, and
the misrepresentation. I wanna use that word, misrepresentation, 'cause I'm not gonna go any
further. I got the attorney here, so tell me if I go too far. But the misrepresentation on the
application when there's a question like, is there a dwelling on the property, and they check off
no. And then you look on the pictorial, and there's this house sitting there. I don't know what
they consider the dwelling, but you know, a big house. But I mean, Mr. Chair, these are the kind
of things that a TIG could do where is here it might be a lot more difficult, and eventually we
may get into these. But these are the challenges we face, okay. We learn from the others, so a
lot of these recommendations, pardon the expression, we plagiarized from Oahu, and we took
from others. And we took whatever was good from someplace else, and we plagiarized. And
then what we didn't like, we left out, and what we thought was better here, we put in. And so all
the recommendations was kind of the best of not only the State of Hawaii, but some other places,
too. And we tried real hard, we had a Dr.--what was the name, Scott?--England, not English, Dr.
England. He is, was one of Scott's presenters at one of the conferences that Scott attended. And
he brought a lot of good points. We had a conference call, we sat there and asked questions, not
only us but the Committee, the Staff. And that's another thing I gotta give Mr. White a lot of
credit. He let the Committee Staff and even our Staff members who participated, to participate.
I mean, they were there and they asked questions, and they brought some what I consider valid
points out that none of us thought about. So it was, it was a really refreshing group to work with,
you know. And TIG2, TIG3, TIG whatever, I really believe it's gonna be necessitated because
we have many more issues as you heard today. And we need to get where we can get
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recommendations, relook at the situation, and then come back to the entire Committee. But
overall, Mr. Chair, what we recommending again, we're gonna back and forth for a while and
we're gonna kinda come up with something that all of us can agree with. I will tell the public at
large if you're doing farming, you have no fear. If you're not doing legitimate farming, then the
biggest fear you have is fear itself because we're coming. We want to be fair and equitable.
That's what the whole premise of this was, to make it fair and equitable so that you, Mr. Chair
and all the rest of us, all the citizenry out there, it's not unduly subsidizing non-Ag, okay, unduly
subsidizing.
CHAIR PONTANILLA: Thank you, Mr. Victorino, because I represent a district -COUNCILMEMBER VICTORINO: Me too.
CHAIR PONTANILLA: --predominately residential. Got a question. In regards to the resource that we
got from the Big Island as well as City and County of Honolulu, can you kind of elaborate, the
members kind of elaborate, the process that they had gone through and the difficulties that they
had in regards to implementing something like this here? Mr. White?
COUNCILMEMBER WHITE: We, Mr. Teruya suggested that we bring Oahu over, because they had
implemented a new system of assessing Ag lands about three or four years ago, and done it
successfully so we wanted to hear what the, what their plan was. And he also suggested bringing
over the folks from the Big Island, because they had done some things about five or six years
ago, or how, to implement the same kind of thing that we're looking at doing. But they had done
it without going through the legislative process. They had just done an administrative rule
without communicating it well enough so it simply blew up in their face. So we wanted to hear
kind of what they had gone through, and basically they said, you know, we just didn't do the
footwork necessary to communicate it well, and we pushed it through and from an administrative
rule standpoint, as opposed to having to go through the hearings process and, and making it, you
know, making it a legislative change. So I thought that was very instructive, and I think we've
done a good job of laying the groundwork and showing the disparity and coming up with what
we feel are reasonable solutions. The difference on Oahu was they had come up with, instead of
using the assessed values that we've been using, they transferred to a system by which they used
1 percent of market value as the charge or as the assessed value for a 10-year, was it a 10-year, a
10-year dedication, and if you wanted a five-year dedication, you would get, you would pay on 3
percent of the market value. And we, we looked seriously at that, but we have, here we have a
range of payments from pasture to, you know, pineapple and sugar lands that is significantly
beyond 1 percent. The pastures are way below and the other uses are above. So we felt that it
was difficult for us to take the, take the road that Oahu had taken simply because we had such
varying assessed values. We looked at assigning a percentage to different types of agriculture,
and we just found that, that was a little bit cumbersome. And again, as we said earlier, this was
from Professor England, he said that the main problem across the country is that agricultural use
assessed valuation does very little by itself to ensure protection of agriculture or open space. So
he said you need to put in some teeth. You need to have dedications and you need to have
rollbacks and penalties. And to put some of our penalties into perspective, the, I believe the
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numbers that we came up with on the 20-year dedication, the penalty amounted to about 15
percent of the market value. To put that in perspective, he's from New Hampshire. New
Hampshire has, if you change the use of your agricultural land, your penalty is 10 percent of the
total value. And if you're in Vermont, that penalty is 20 percent. So we're kind of halfway in
the middle. But again, as we said, these are all recommendations. These numbers are up for
grabs. These are just simply recommendations that we've made based on the information we got
from a variety of different sources.
CHAIR PONTANILLA: Thank you. You know, as far as the communication part, I know you talked
to the farmers, the cattlemen. How about the public in general?
COUNCILMEMBER WHI1E: Because the focus was on Ag lands, and so I didn't feel that we were
able to communicate with the general public, because it's, you know, they're not participating in
the Ag process.
CHAIR PONTANILLA: Okay. Member Baisa, followed by Member Cochran.
COUNCILMEMBER BAISA: I'll try to keep it brief. But I did want to bring this up because I was at a
Maui Cattlemen's Association meeting last night, and of course, they've been reading the papers.
And one of the questions I was asked was in regards to the letter that was sent out. Maybe Mr.
Teruya can explain or who, if staff, whoever he wants to explain. A letter was sent out and the
purpose of the letter and why we did it. I think it would be really helpful, 'cause they're
wondering what, how this ties into our work.
CHAIR PONTANILLA: Marcy, you going answer that? Okay.
COUNCILMEMBER BAISA: And by the way, I should like to thank Marcy. She was with us all the
time and a real great source of information, producing stuff overnight. Thank you.
COUNCILMEMBER WHITE: Sometimes within hours.
COUNCILMEMBER BAISA: That's right. She was outstanding. Thank you. Go ahead, Marcy.
MS. MARTIN: We sent out 800 letters, but there was 1200 owners that the letters were sent to. And
these were owners that are receiving an agricultural use assessment from us, and we don't have a
current farm plan on file in our office. So we were asking them to submit a plot plan and
pictures just to verify that they are actually farming at this point.
CHAIR PONTANILLA: Thank you.
COUNCILMEMBER BAISA: And how that ties into this is if they do not verify, then it will whittle
down the number of people before we get into any kind of process that already do not qualify,
know they don't qualify. So that whittles it down some more because they did this a while back.
I forget how long ago. And you wanna tell them, tell them what the response was?
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CHAIR PONTANILLA: Marcy?
MS. MARTIN: We did that two years ago, and I have to get my paper but quite a large number of
properties fell out of the program in response to that letter.
CHAIR PONTANILLA: Oh.
COUNCILMEMBER BAISA: Thank you, Chair.
COUNCILMEMBER WHITE: Mr. Chair?
CHAIR PONTANILLA: Thank you.
COLTNCILMEMBER WHITE: If I could just, if I could just clarify that.
CHAIR PONTANILLA: Sure.
COUNCILMEMBER WHITE: They sent out these requests two years ago. And so the letters that went
out this time went to those individuals who didn't respond at all. So this is our way of saying,
this has nothing to do with the TIG recommendations, but it's the Department taking initiative to
go after the folks that didn't report when they were asked to two years ago.
CHAIR PONTANILLA: Second chance.
COUNCILMEMBER WHITE: Right.
COUNCILMEMBER BAISA: Yep.
COUNCILMEMBER WHITE: Final chance.
COUNCILMEMBER BAISA: Final.
CHAIR PONTANILLA: Member Cochran?
COUNCILMEMBER COCHRAN: Thank you, Chair. Yeah, thank you for bringing that up. You
know, I'm trying to figure out how, I guess, the gentleman, you know, quote, estates are being
addressed. And I know in my area there are places that created a farm plot plan, they never
intended to comply, they don't intend to comply. So now they warma rezone from Ag into
another zoning to just bypass all that. So I'm just curious if there's some way to control or, you
know, address that situation. But also these huge lots that are already in Ag or how to, and if just
production's not there, it's not feasible anymore, you know. I mean, I see the 5, 10 and 20, but I
don't see... you know, a lot of these places are just sort of placeholders I feel in order for in the
future to be something else other than Ag. And also what about completely important Ag lands
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that have now become fallow due to economic downturn, it's no longer feasible to have
produced Ag on these lots. And now we're not, how's it being enforced to stay in Ag? You
know, they're coming over and they're also rezoning to do whatever. I'm getting a little, you
know, bent out of shape. I mean, looking at that figure, 16,000 active Ag lands have been taken
out of production. And it continues to on a daily basis, right through these Chambers. So, you
know, I just fail to see where that type of Ag land, once was now fallow, how is that gonna be
reinstituted into becoming that precious, you know, important agriculturally used land. So I'm
not sure if that was ever addressed somewhere.
CHAIR PONTANILLA: I'm gonna have Mr. White followed by Mr. Victorino to provide
that
response.
COUNCILMEMBER WHITE: Yeah. I think I have the same issue. And we went back and forth
on
this, and some of our discussions were lengthy and frustrating, to be, to be quite honest. I think
what the recommendation does with the five-year dedication that basically says that if you, if
your intent is to develop your property within three years, there's no option for you. You can
dedicate, but you're gonna end up paying more if you dedicate and then have a rollback. So
there's some things we just can't, can't do. But the dedication schedule puts the onus on the
property owner. If you're going to develop in the next five years, instead of us saying, you
know, you're gonna still enjoy your... well, I'll use Olowalu as an example. There's roughly,
I
don't know, 15 Ag parcels there with a market value of $35 million and a taxable value, I think,
of somewhere in the neighborhood of 25 to 30 thousand. So they're paying minimum tax on
each of their parcels. So this basically says if you watula dedicate this to Ag and show that
there's active Ag, then fine. We'll allow you to continue to pay half. So if the intent is to
develop, we're simply saying you're not in Ag, so either you, you know, if you can develop
something for five years, you'll still pay on half of the market value. Whereas now they're just
paying minimum tax. So it's not a perfect system, but it's, I think, a way of establishing a
system by which we're, we're trying to keep people in Ag as long as they can. But if their
intention is to be, is not to be in Ag, then they're gonna need to start paying sooner.
CHAIR PONTANILLA: Mr. Victorino?
COUNCILMEMBER COCHRAN: Okay.
COUNCILMEMBER VICTORINO: Thank you. And, you know, I'll agree with you, Ms. Cochran
.
That's very frustrating. But we also gotta realize that there was a lot of land that was in Ag . . .
West Maui, for example, that was not real prime Ag land. But because they could bring water in,
and water makes things grow. Water is life, and they could bring it in through the ditch systems
and other methodologies, which for today now don't exist. Many of those systems are either
nonexistent or have been so, in such disrepair that they can't be used. So now these lands that
were once agriculture sit there feral like you said. Some of them are not prime Ag land. There
are some, but most of them are not. Now there's not much rainfall, not much water in the area.
So what happens with the land? So to give these guys breaks, Mr. Chair, was one of the things
we're looking for. So you either dedicate it and you go figure out how to use it, or you're gonna
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pay a higher tax bracket. You know, if your intent is to build homes or to do something else with
the land, then we warma know that up front. We don't wanna be, you know, holding that card.
Right in my district alone, I have more land that has gone from Ag to homeowners and feral than
all of West Maui. Go look at the mountain. I can start from here, from Waihee and go all the
way out to Maalaea. All of that was land time was agriculture, Mr. Chair. There's not. It's
homes, right. So it changes. And so when these changes occur, we wanna make sure that we tax
appropriately. That's the big difference. But to preserve lands, again the State has their quote-what is the word I wanna use—Important Ag Land, thank you. Sometimes it just fails me.
Important Ag Land, and we've gotta make sure that we in concurrence use the State and our
rules and policies to encourage and protect essential Ag land. Yes, I'm all for that. But where
does it change if nobody, and Ag today is very hard to survive. That's one of the reasons why
some of the recommendation is to put incentives for people to continue in Ag, not to tax 'em
more, but to help 'ern. But get those who are not doing Ag, have them pay their fair share and
maybe by them paying their fair share, we can help these true Ag fanners and ranchers with
better incentives and better taxes so that they can continue to provide the necessary food for our
County and our State. So that was our whole premise in that. And one more quick thing. As
you look in here, one of the things I was very, very happy to again take from Oahu was the part
about when things change for Ag land when you don't have any control. Example, one of the
things, any event that triggers cancellation that if there was number one, a devastation, natural
disaster, loss of adequate water, which was the farmers came to us and say hey, wait a minute.
One of the farmers mentioned that they used to be able to get so much water, water pressure, and
now because homes have built all around that individual, they no longer able to get enough water
to farm that land. So should they be penalized if there's not an adequate source of water? So
that was one of the things that was brought in from the outside that none of us thought about.
And so on that one page, it gives you certain examples that we would not have rollback
implemented, the death of any owner. You know, these are some of the things that are so
i mportant that when you have people out there, Ag, dedicating for 10 or 20 years, like Mr. White
said. Maybe they're older, so they don't wanna go, so they're going 5 or 10. Or maybe there's
somebody younger, they get started, they warma dedicate for 20 years. God forgive, three years
later something happens, they pass away or they become disabled. They can no longer farm.
How do we penalize somebody like that because that's an unforeseen change. Or a hurricane, or
no, or a flood wipes out there area. That's unforeseen also. So we try to give as many
recommendations that would be fair across the board. And that's what I can, I keep saying, fair
across the board. Is it perfect? No. There's a lot of work to be done. But to address everyone's
concern, there was not much left out when we looked at everything and, like Mr. White said, we
had long discussions. And we literally went back and forth but always when we came up with
the compromise, we all felt it was fair to all those at large, especially the true ag, true farmers
and ranchers. Thank you, Chair.
CHAIR PONTANILLA: Thank you. Member Cochran, follow-up.
COUNCILMEMBER COCHRAN: Thank you, Chair. And yeah, this is wonderful. I wanna encourage
Ag, keep Ag in Ag and so I'm looking at the 5, 10 and 20-year dedications. So I know Ms.
Baisa brought up, you know, the five year was a shorter time to see if something worked out or
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not. So say five years and its booming, and it took off. And it was awesome. They wanna go on
for 10, maybe they wanna, they're like this is so good. We know it's gonna happen for another
20. They could've, if they knew this at the get-go, they would've had a way better tax bracket,
you know, going into the endeavor. So just curious how that would be addressed. Thank you. I
think Mr. White...
CHAIR PONTANILLA: Mr. White?
COUNCILMEMBER WHITE: Thank you, Chair. Very good question. I'm not sure if it's specifically
stated, but I'm pretty sure we covered it in the report, that if you are in a five-year dedication,
you can upgrade to a 10 or a 20. And if you're in a 10, you can upgrade to a 20. So your
thought is exactly what one of the, one of the farmers asked of us is, okay, what happens if I
wanna, if I wanna extend more? So there's, you can't go backwards. You can't go from a 20 to
a 10 or from a 10 to a 5, but you can go in the other direction.
COUNCILMEMBER COCHRAN: Okay. Great.
MR. TERUYA: One of the comments the TIG made though also is you would be starting a new
dedication. You can move up, you cannot move backwards, but if you're in three of a five and
you warma go to a 10, you're not gonna be in a 3 of a 10. You're gonna be in year 1 of a 10.
COUNCILMEMBER WHITE: Correct.
MR. TERUYA: Just to be clear.
COUNCILMEMBER COCHRAN: Okay. Got it.
COUNCILME1VIBER WHITE: Thanks for that clarification.
CHAIR PONTANILLA: Member Couch?
COUNCILMEMBER COUCH: Thank you. And I know Mr. Victorino brought it up in his initial
comments in his last speech. But I wanted to point out that he mentioned that he wanted
incentives for agricultural, for true agricultural use. But yet, with the way it looks now, and I
know we can change it, everybody who's doing ag is probably gonna get their taxes raised
because of their, that has the homesite on their property. So they get, everybody has to
understand that. Where it's still, and as he said, if the farmers are having a hard time, you know,
just right on the edge, if they're gonna get their taxes raised because of the homesite now, that
may be throw them over the edge. I don't know. It's one of those situations where we have to,
we have to just be aware, everybody has to be aware that yes, we wanna preserve ag and
preserve true farmers. But they're gonna get their taxes raised this one time and then they're
gonna be at this level, as opposed to the current minimum level, in most cases.
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CHAIR PONTANILLA: Yeah. And the example that they use, the 5, 10, 20 would basically tell you
those people that warma do true ag, you know, will do the 20 and what they'll get is that
minimum tax. Yeah. Mr. Hokama.
VICE-CHAIR HOKAMA: Chairman, I appreciate, you know, the Members' concern for those that will
be impacted one way or another in the agricultural component, agricultural sector. But I would
also ask the Members to also don't forget the majority who is gonna have to come up and pay for
the benefit. Is it fair to the group that is paying the benefit? I think the TIG was sensitive to that
component also, Mr. Chair, not only to see what is the impact on the agriculture component,
whether it be an advantage or a disadvantage. How does this impact the majority who is gonna
have to pay for whatever benefit we end up coming to terms with. I hope we don't overlook who
is paying the bill. We need to take those considerations also in this discussion, because we're
gonna ask the majority to make up the difference to pay for the benefit in this agricultural sector.
Thank you.
CHAIR PONTANILLA: Thank you for that comment, and I agree 100 percent, because myself and
Member Victorino, we, along with Mr. Couch probably and Ms. Cochran, do have those people
that you talk about that's probably going pay this bill. Member White.
COUNCILMEMBER WRITE: Thank you, Chair. I'd also like to point out that we have farmers who
don't live where they farm. So they're paying on a house over here, and paying on the
ranchland, I mean the farmland over here. So is it appropriate for us to give the people who are
able to live right on their farm a significant benefit over the guys who aren't as fortunate to be
able to live on their farmland. The other thing to take off on Mr. Hokama's comments, which I
think are right on the money, is that this whole system of ag use valuations amounts to a subsidy
which Mr. Teruya has mentioned at the level of about $28 million per year, that others are
coming up with in order to provide those subsidies to ag. Right now the numbers that Marcy
was nice enough to run for us, a total ag payment and taxes amounts, oh no, not the taxes, the
valuation of lands based on the agricultural use. For all the lands that are in agricultural use
valuations, their values amount to point six of a percent of market value. None of the rest of the
landholders in this County get that kind of a benefit. So when you, when you look at this, you
need to also be thinking about the fact that this is not something new. This is, you know, these
guys have been getting this benefit for 30 or 40 years, while everybody else is, the farmer whose
house doesn't have, happen to be on his ag land. His house has been appreciating, or his house
lot has been appreciating all this time, where the person with a house lot on his ag land hasn't
appreciated at all. It's still the same portion of his overall parcel. So I would encourage the
Members to share with anyone who comes up and says, you're raising my taxes. Just please
advise them that we've been providing them with a wonderful subsidy and a huge savings for a
long, long time. And now all we're asking is that they pay an amount similar to what somebody
with that same size house lot will be paying somewhere else. I think that's ultimately fair, and I
think it's something that we should be, we should be comfortable asking.
CHAIR PONTANILLA: Thank you. Mr. Victorino.
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COUNCILMEMBER VICTORINO: Thank you, Chair. And I would
like to request from the TIG
Committee, we were given a number of charts in comparison, Mr. White
. And I would believe
that, that should, and I was kind of looking through here and I could
n't find anything of that
nature. I would like to ask if those could be passed to the rest of the
Members, because also it
shows some real dichotomy, some real differences that whoa, it hits you.
And until you see that,
I was saying a lot of the same things until we got those things, those
charts. And it showed
different how ag and residential and all the percentage. It was very, there
was two or three that I
would really like to recommend that be given to the rest of the Comm
ittee members.
COUNCILMEMBER WHITE: Is that this one?
COUNCILMEMBER VICTORINO: That one and the other one.
COUNCILMEMBER WHITE: The other one, the breakdown of the ag.
COUNCILMEMBER VICTORINO: Yes. Yeah, please.
COUNCILMEMBER WHriE: Chair, I'd be happy to make those availa

ble.

COUNCILMEMBER VICTORINO: If that could be made available
by next meeting. 'Cause I really
think they need, the rest who weren't part of the TIG, and we all knew
this was going happen,
they got a lot of questions. And they wanted to ask us early but we were
sworn to secrecy, and I
went to my grave almost with this secret, but now's the time that I really
believe we need to see
everything. Okay. Don't get pushy now, everybody around here. I
really believe now is the
time to let what we saw, they see the same thing. They understand.
If they have questions,
now's the time to ask the Department. I mean, let's make it an open
process. This gotta be
transparent. So that people understand what was, been said by Mr. Hokam
a, Mr. White, all of
the members, we're not trying to go out there and trying to punish anybo
dy because the system
was set up the way it was. We're just trying to make it fair. Yes, some
people gonna have to
pay a little bit more, but some people may even benefit and maybe will
save, like Mr. Couch is
saying, he thinks maybe some of these guys will go over the edge.
No. Maybe some of these
farmers who are real farmers will get some benefit that we can really
help them with to make
them survive, to make them flourish and thrive. But there's a lot
of things that we need to
complete. But at this point, those are some of the things I think
we need to see, even the
comparison between the islands I think would be good, between the
different counties and their
rates, and remember we had one that, I think, Oahu brought,
yeah. And it had all the
breakdowns of the different ag, residential and the various counties.
So you know, I think these
will be something we could share with the rest of the Committee Memb
ers. And I think they
will help them make better or have a better oversight of what we
were trying to do. But the
questions, not surprising because I had some, many of the same ones
until we saw, heard and
really discussed this. And then all of a sudden it was like, whoops,
that's a lot different. So
thank you, Mr. Chair.
CHAIR PONTANILLA: Thank you. Member Baisa.
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COUNCILMEMBER BAISA: I share what Mr. Victorino is saying
. You know, in the beginning, I
think maybe Mr. White was, you know, far ahead of us because he had
done a lot of the research.
But as we sat there, meeting after meeting after meeting, it became cleare
r and clearer what the
issues are, and with the input of the resources that we got, it made us
see that we don't have to
invent the wheel. The wheel's already invented and we benefit from
having the experience of
others who tried to do this, and I'm really glad that we had that availa
ble to us. But, you know,
for the majority of the farmers that I've known all my life, these farme
rs have very, very modest
homes. I mean real modest, kinda plantation houses. Very old, you
know, not a whole lot of
repairs 'cause they're very busy and don't have time. They don't even
paint, iron roofs falling
down, on these humongous farms that produce tons and tons and tons
of onions and cabbages
and whatever else comes from there. And those are the kinds of people
that I think will be very
minimally affected by tax, you know, their house lots being taxed at
residential rates, because
I'm sure that those homes are of very little value. Some of them are more
of a concern than they
are a value, an asset, 'cause, you know, they're very, very modest and
very old. And I think Mr.
Teruya can verify that. But, you know, what has brought this whole
thing to attention, as you
know, is the mansions that have been put on Ag land. And so those folks
obviously are going to
have to pay. And they gonna pay a lot. But, you know, if you have a
$5 million home on an Ag
lot, I kinda feel that maybe you can afford to pay the taxes. And, you
know, I don't mean to be
prejudicial, and I don't mean to be unfair but, you know, we really are
here to protect agriculture.
We all spout this out. We support Ag, we wamia help Ag, and this is
how we do it. You know,
everybody pays their fair share. And I am thinking this is long overd
ue. I'm very, very grateful
to Member White for pushing the button and for the folks that worke
d really, really hard in
trying to get this to where it is. And I ask for the patience and the under
standing of the public.
You know, we have to do something. As you know, Chair, as the Budge
t Chair, money's scarce
and expenses are many. And I know all of us get the same calls that I
get about, I want this and I
want that, and I need this and I need that. But that money's gotta come
from somewhere. And
most times in government, it comes from taxes and in our case, prope
rty taxes. So we need to
take a really good look at what we've been doing and what we can do
and how can we fairly do
this. I see this ag tax as a first step. I read the paper, I think it was yester
day when I was coming
home, and I noticed that the Honolulu City Council is also discus
sing property taxes. And
they're discussing some very draconian things like taking away homeo
wner's exemptions. And
it kinda made me cringe but, you know, I think we're all in that positio
n now where we're having
to take a really good hard look at what we've been doing. And it's
not easy and, you know,
when you cause any pain to anybody, they get really angry. But we've
got to do something. We
just cannot close our eyes and pretend that we're gonna go on as
we did. We cannot. So I
wanna thank you very much for helping us move this along.
CHAIR PONTANILLA: Thank you. And every time we fly to Hana
during Budget, we all see those
homes. We all do. We talk about it. Members, any more questions
for the TIG group here?
Member Carroll?
COUNCILMEMBER CARROLL: Thank you, Chair. I'd just like
to say that I'm really encouraged
hearing what has transpired today in your Committee here. I, like many
of us who have been
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around for a long time, have heard the rhetoric about reform and trying to make it fair, and I
think we've really taken the first step over here. And I know we're on the right track. And I'm
sure that we will come up with something that will protect agriculture, encourage agriculture and
be fair to the rest of our citizens, too, and the way it's been abused in all these years. Thank you.
CHAIR PONTANILLA: Thank you. Member Cochran, any more questions?
COUNCILMEMBER COCHRAN: No, Chair.
CHAIR PONTANILLA: Member Couch?
COUNCILMEMBER COUCH: I just wanted to reiterate that I wanna thank the guys of the TIG. You
guys did a bang-up job, and just understand we're trying to ask questions to pull out what we can
and answer the questions to our constituents when they ask. And I wanted to ask the Chair,
what's the next step in this procedure, 'cause we have to get something done before the end of
the year, right?
CHAIR PONTANILLA: Well, Mr. White is gonna provide us with more information. We'll be
meeting this Thursday, and we'll look at the homeowner's area of the ag properties as we move
forward. In regards to the 10, 20...5, 10, 20 percent, I think it's gonna dovetail in probably Mr.
Victorino's bill, so we'll take a look at that also.
COUNCILMEMBER COUCH: Okay. So we're pretty much gonna act on it on Thursday?
CHAIR PONTANILLA: Hopefully with something.
COUNCILMEMBER COUCH: Okay.
CHAIR PONTANILLA: In... I would like to call on Scott in regards, so people like, do have Ag
assessments on other islands and well as, you know, kinda explain the home exemption and the
homeowner's rate.
MR. TERUYA: I don't quite understand the homeowner's rate, Chair.
CHAIR PONTANILLA: Yeah, for Ag, on Ag property.
MR. TERUYA: Okay. On agricultural properties, once you apply for and receive a home exemption,
it'll still remain. The property, the parcel will still be classified as homeowner so that will not
change, Chair. The only point I wanted to mention that wasn't really addressed was regarding
the five-year dedication process, and I think Member Cochran had talked about the reasoning.
And over the years, which I've been part of the agricultural group from 2001, one of the reasons
why we feel that it is a good insert is because many lands that are owned by major landowners,
they're reluctant to give anybody a 10-year dedication to farm the land. So I think this gives
people an opportunity to do farming on a shorter time, because the homeowner is willing to give
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a shorter dedication and maybe not be so wanna tie up their land into 10 years. So this gives
them an option as well. So there could be more lands being actively farmed or used for pasture if
we're allowing a shorter dedication. Thank you, Chair.
CHAIR PONTANILLA: Thank you. One more question. The outer islands, do they have like a
homeowner's exemption when they do farming?
MR. TERUYA: It is my understanding, Chair, that the other counties approach it in a little different
situation in whereby, if you farm, if you live on your parcel and you have an agriculture activity,
what they will do is the portion used exclusively for the homeowner, meaning the home and the
underlying land, it will be valued separately and classified separately from the agricultural
portion. So the agricultural portion, that value may be on the other side, but taxed at the
agricultural rate. So in Maui County, for instance, the home and the land that's used exclusively
for the homeowner will be given the exemption and the $2.50 rate. However, the market value
of the agricultural portion, whatever it may be, will be taxed at that 5.80 or 5.50, whatever the
Agriculture rate is.
CHAIR PONTANTLLA: Thank you. Member Balsa?
COUNCILMEMBER BAISA: Chair, I have a question. Apparently, I'm not the only one. You
referred to a meeting on Thursday?
COUNCILMEMBER VICTORINO: Yeah.
CHAIR PONTANILLA: Uh. .yeah-COUNCILMEMBER BAISA: We're not aware of one.
CHAIR PONTANILLA: What's that?
COUNCILMEMBER BAISA: We're not aware of a meeting on Thursday.
COUNCILMEMBER VICTORINO: What meeting on Thursday?
CHAIR PONTANILLA: Uh-COUNCILMEMBER BAISA: I have a General Plan meeting in the afternoon.
COUNCILMEMBER COUCH: Yeah.
CHAIR PONTANILLA: Scott? Yeah, in the morning, Mr. White gave up his. . .EDR meeting in the
morning.
COUNCILMEMBER BAISA: Did we, did we, did we. . .poll?
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COUNCILMEMBER VICTORINO: I don't remember that.
COUNCILMEMBER BAISA: I didn't poll.
CHAIR PONTANILLA: Did we poll?
COUNCILMEMBER BAISA: I made appointments.
COIJNCILMEMBER VICTORPNO: Yeah.
MR. KANESHINA: Well, what it was was Mr. White. . .graciously freed up his. . .Thursday EDR
spot.
I believe his staff informally walked around and asked if. . .if the calendars were open for a
possible reconvene. So that what would have to.. .have to happen today is we'd have to recess
this meeting-CHAIR PONTANILLA: Yeah.
MR. KANESHINA: --to reconvene on Thursday.
COLTNCILMEMBER WHITE: Right.
MR. KANESHINA: Now because it's a reconvene, we didn't, and the turnaround, we
didn't
poll. . .formally, because it's not, it's not a posted meeting. It's a reconvene of this meeting-CHAIR PONTANILLA: Okay.
MR. KANESHINA: So I guess if, if the Committee decides that that's the option they wanna
do, we
might need to clarify who, who's available on Thursday.
CHAIR PONTANILLA: Yeah. You know at this time, I'm gonna call for a short recess. And
check
your calendars if you guys-COUNCILMEMBER BAISA: I have my calendar.
CHAIR PONTANILLA: --will be available for Thursday. If not, then.. .you know, we'll take action
as
far as . . .
COUNCILMEMBER VICTORINO: I didn't know. . . (inaudible due to interruption)-CHAIR PONTANILLA: . . . I don't know about recessing, but adjourning this meeting and,
and
then. . .bring it back next week sometime.
COUNCILMEMBER WHIVE: Next week?
- 36 -

BUDGET AND FINANCE COMMITTEE MINUTES
Council of the County of Maui

November 15, 2011

CHAIR PONTANILLA: Okay?
COUNCILMEMBER VICTORINO: Okay.
CHAIR PONTAIVILLA: So if you can check your calendars? Chair will call for a short recess so you
can do that. This meeting is in recess. . . (gavel). . .
RECESS:

3:47 p.m.

RECONVENE:

3:52 p.m.

CHAIR PONTANILLA:
.(gavel). . . The Budget and Finance Committee meeting is now
reconvened. Members, I hope you had a chance to check with your office. Member Carroll, can
you meet on Thursday?
COUNCILMEMBER CARROLL: Uh, for Thursday, I'm sorry. When I heard Mike's committee had
da kine, I made other arrangements.
CHAIR PONTAMLLA: Okay. Fine. Member Baisa, cannot?
COUNCILMEMBER BAISA: Ditto. Same thing. I-CHAIR PONTANILLA: Okay.
COUNCILMEMBER BAISA: --I made appointments when I heard Mike was canceled.
CHAIR PONTANILLA: Member-COUNCILMEMBER COCHRAN: Yes-CHAIR PONTANILLA: --Cochran?
COUNCILMEMBER COCHRAN: --I can.
CHAIR PONTANILLA: You can?
COUNCILMEIVIBER COCHRAN: Yes. I can.
CHAIR PONTANILLA: Okay. Member Couch?
COUNCILMEMBER COUCH: Okay, available.
CHAIR PONTANILLA: Member Hokama?
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VICE-CHAIR HOKAMA: I serve at your pleasure, Chairman.
CHAIR PONTANILLA: Thank you. Member Victorino?
COUNCILMEIVIBER VICTORINO: Unfortunately, I will not be here.
CHAIR PONTANILLA: Member White?
COUNCILMEMBER WHITE: I'm available.
CHAIR PONTANILLA: Okay. And myself, so that's five.
COUNCILMEMBER COCHRAN: . . . Minimum quorum, yeah? Bare. . .quorum.
CHAIR PONTANILLA: Okay? Bare quorum. . .but hopefully everybody show up.
COUNCILMEMBER COCHRAN: Mr. Mateo?
COUNCILMEMBER WHITE: How 'bout Mateo?
COUNCILMEMBER VICTORINO: Chair Mateo, yeah? Gotta check with him.
CHAIR PONTANILLA: Yeah, we'll check with Chair Mateo. Hopefully, he can attend this meeting
on Thursday. So with that, Members, the Chair is gonna. . .recess this meeting. And
• . .(laughter). . . before I recess this meeting, Chair would like to recommend that we just defer
this item. . .as well as defer Item BF-86 for today. And. . .we're gonna recess this meeting until
Thursday, November-VICE-CHAIR HOKAMA: Chairman? Chairman?
COUNCILMEMBER COUCH: Chairman?
COUNCILMEMBER VICTORINO: Chair?
CHAIR PONTANILLA: Yes?
COUNCILMEMBER COUCH: Whoa.
CHAIR PONTANILLA: Yes?
COUNCILMEMBER VICTORINO: You going recess-VICE-CHAIR HOICAMA: Chairman?
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COUNCILMEMBER VICTORINO: --you don't have to defer.
CHAIR PONTANILLA: Oh, okay. Fine.
COUNCILMEMBER VICTORINO: Yeah, recess, yeah?
CHAIR PONTANILLA: Okay.
VICE-CHAIR HOKAMA: Chairman, I prefer, yeah, that we just . . .
CHAIR PONTANILLA: Okay, short recess.
VICE-CHAIR HOKAMA: . . . recess.
CHAIR PONTANILLA: .

(gavel). . .

RECESS:

3:53 p.m.

RECONVENE:

3:53 p.m.

CHAIR PONTANILLA:
.(gavel). . . The Budget and Finance Committee meeting is now
reconvened. Members, the Chair's recommendation is that we recess this meeting to
Thursday, November 17 at 9:00 a.m. So we'll reconvene at 9 a.m., Thursday. Okay?
COUNCILMEMBER VICTORINO: . . .Thank you, Chair.
CHAIR PONTANILLA: Okay. The Budget and Finance Committee meeting for November 15
adjourned-COUNCILMEMBER VICTOR1NO: No-COUNCILMEMBER COCHRAN: No-COUNCILMEMBER VICTORINO: Recess. Recess.
CHAIR PONTANILLA: Oh, I'm sorry. Recess. . .(gavel). . .
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