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it would be warranted. I would also say that that
would probably mean that our number -- my 21.25 rate

is probably understated.

VICE-CHAIR HOKAMA: And, again, you know, if that's the

case, you know, that's the case that the data will
confirm and verify, Mr. Young, for me I don't have a
problem taxing them at what is their fair amount,
and if it's $24, fine, I don't have a problem with
that, if that's their fair rate, because definitely
they have, through their own documents, including
their annual reports, have stated how successful
they have become, and I expect them now to pay their
fair share of taxes, because I think they have --
that industry has not paid up what I consider their
fair share.

And what I consider some of the fall outs
that is affecting our hotel industry and the ability
for us to successfully continue to have certain
components of either sports tourism or small group
requirements that I find beneficial to this County
having much more limited avenues to consider this --
our resort properties as the place to be and where
we would like them to continue to visit and bring
their revenue spending to us. So I just want to say

at this point, I'm happy with what you've shown. I
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look forward -- because, again, I'll be very up
front, I don't have a problem with taxing them at
what is the fair rate, and if it's higher than your

proposal, so be it. Thank you.

CHAIR KANE: Thank you. Mr. Mateo.
COUNCILMEMBER MATEO: No question at this time.
CHAIR KANE: Thank you. Mr. Molina.

COUNCILMEMBER MOLINA: Thank you, Chairman. One question,

the figure of $16, I guess the Administration's
position is more -- I guess is what you guys deem as
fair, is this conservative by your approach? And
the reason I ask that, just to follow up on some of
the comments made by Member Hokama, I think the
impacts the time-share has had on our other
industry, hotel, is significant. So, you know, for
me, I could look at something higher too to
consider, but I'm just trying to, you know, find out
from you if this is more -- you took a very

conservative approach in coming up with $16.

MR. YOUNG: Thank you, Mr. Molina. Yes, the -- well, you

could say that it is conservative, but I never -- I
cautiously use the word fair, because the
Administration is open that the -- that Council will
ultimately determine what this rate should be, and

we wanted to provide you with some of the analysis
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and rationale in terms of what we use to deliberate
that rate. I guess fairness is in the eye of the
beholder and it's up to you. I would just say that
when we've done the analysis, the $16 rate is what
we considered, gquote, reasonable as opposed to fair,
because, you know, I guess by our definition fair
would be what our analysis has come out to be, about

21.25.

COUNCILMEMBER MOLINA: With this $16 proposal, how does

this compare to other counties, say, for example,

Kauai, Oahu, Big Island?

MR. YOUNG: Maui County is the first County to have a

Time-share rate. I understand that the other
counties are also contemplating the Time-share --
having a separate classification for time-shares and

are watching Maui to see how it progresses.

CHAIR KANE: Thank you.
COUNCILMEMBER MOLINA: Thank you, Chairman.
CHAIR KANE: Thank you. Further questions? Ms. Tavares.

COUNCILMEMBER TAVARES: Yeah, thank you. You know when

this whole thing came up was we discussed it last
couple of years with the time-share, I think what
our major objection was that they do not pay TAT as
the hotels do and they are transient accommodations,

whether you buy it by the week, two weeks, or a day.
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In the evaluation of how you came up with this
recommendation -- and I'm referring to your page

19 -- glide 19, right, were you considering --
because we were looking at a fairness and a fair
share thing, were you considering the actual amount
of hotel TNT -- TAT that actually comes to the
County? Because you know the TAT that we spend goes
to Honolulu, it gives divvied up 14 million ways,
and that the return in TAT revenues to the County is
not 100 percent of what the County pays in. Was
that part of the calculation for this?

MR. YOUNG: No, Ms. Tavares. That is not part of this
calculation.

COUNCILMEMBER TAVARES: Okay.

MR. YOUNG: Because this analysis is not in terms of -- is
not evaluated in terms of lost TAT revenue to the
County. It's evaluated on TAT contribution in the
industry, hotel versus time-share.

COUNCILMEMBER TAVARES: Okay. I guess that's one of the
things we need to look at too, and also the other
impacts besides the TAT and that loss of revenue to
the State and us eventually, but also what other
impacts does the time-share have on our community as
a whole?

You know, I'm in agreement with Mr. Hokama,
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where, you know, I don't have a problem taxing them
higher, but I think it should be a matter of we are
reflecting and contemplating and have knowledge of
what the impacts are, not just the fiscal impact of
the tax, but also the impact on all of the other
support services that go along with hotels that
aren't being used by the time-share. Because 1
heard statements like, you know -- and I hope that
somebody is going to show up from the Marriott one
of these days and let us know what's happened to
their luau program over the years when they
converted to time-share. Because I think they used
to have it every night and now I think it's a couple
times a week or something. Anybody know?

But anyway, that has an impact on all of -- a
lot of services. And as we convert -- as these
units are converted to time-share, we are reducing
our other block of rooms to support the visitors to
Hawaii or that we want to bring to Hawaii. I mean,
I heard there wasn't a room to be had on this island
this week because of the spring break, but -- well,
for under $800 a night or something like that,
but -- I forget where I was going with that, but we
have to look at all of those impacts besides just

the loss of revenues and the fair share of the
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CHAIR

taxes.

Oh, I know what it was, the Marriott people I
guess -- or any other people who have been
experiencing they were hotel and now they're part
time-share or they're all time-share, I'd like to
hear what have been the impacts to that personnel,
you know, how many people have been laid off or
relocated or whatever and the activities surrounding
those hotels that -- where they used to have luaus
or their restaurant business or whatever it is.
Because we've got to look at those impacts too, not
just in the pure dollars or tax dollars. Thank you.
KANE: Thank you, Ms. Tavares.

Ms. Anderson, coming back to you, if you have

anything.

COUNCILMEMBER ANDERSON: I'm just so engrossed in

Ms. Tavares' discussion. I agree entirely. I think
we need to look at all the overall impacts of
time-share, and not just how it might affect our tax
base. And, you know, this is my first session, soO
I'm going to ask questions that probably you already
know the answers to, all of you, but I'm going to
ask them anyway.

Has there been any real effort to include

time-shares in our TAT program Statewide? I mean it
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CHAIR

seems like we're solving this program backwards.
KANE: If the question is to me, then my response to
you, Member Anderson, is that TAT and time-shares
are considered two different things, and they're two
different animals that the State deal with them

separately.

COUNCILMEMBER ANDERSON: Well, I realize that, but it's

CHAIR

atill -- it's a Transient Accommodation Tax, and
whether you're in a hotel or a time-share, you're
still a transient accommodation, and so it seems to
me that the State should -- you know, the TAT is
their kuleana. They should include time-shares.
Instead now we have to solve this at a County level.
And so I'm just wondering if the State has ever made
an effort to include time-shares in the TAT program.
KANE: My final comment would be they have not been
successful at doing that. I'll say it that way.
They've had many, many discussions for sessions for
years and years and they have not been guccessful at
bringing forward something that would provide us
with relief to having to take on this issue.

On the flip side of that, the way we're
approaching it is this is the way that we have
control over it. We're taking it on based on what

we can do and what nobody else can tell us how to do
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it, as long as we're within the scope of the law.
And T think we're taking that approach, and like
others, the Chair appreciates Administration coming
forward with a proposal for us to consider.

And through further discussion, if it ends up
being a higher amount or a lower amount based on the
comprehensive discussion, both adverse impacts as
well as benefits -- because I can tell you in
discussion with the Kauai people who have a greater
dependency on time-shares after post Iniki impacts,
as well as the economic downturn, so they had kind
of a one, two, three hit, they had Iniki, they had
the Irag war, and they had just overall economic
downturn, and time-shares for them, anyway, provided
a greater stability because people own it and so
they show up anyway. Hotels, when the economy is
down, they cancel their reservations and they don't
come. So very general statement, but, you know,
there's obviously a spectrum of things that we need
to consider when we make a final decision on this.

Members, again, the Chair is aware of the
time, so I'll provide another round of -- so for
those of you who want to ask continued guestions,

please feel free. Mr. Hokama.

VICE-CHAIR HOKAMA: Didn't Ms. Tavares ask for a response
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from the Department either in writing regarding how
much we would have collected under TAT all those

time-share units?

COUNCILMEMBER TAVARES: No, I didn't ask that.
CHAIR KANE: No.

VICE-CHATIR HOKAMA: That would be helpful, Chair. and if

Mr. Young already has that type of rough
calculations of if time-share units came under the
general TAT law and pay their percentages like all
the other hotels, what would have been generated?
Okay. And TAT is a per day rate, not a weekly rate,
so -- and if you don't have it, Mr. Young, I would
appreciate it through the Chair that, you know, you
have the time to do your calculations and be able to
check those numbers. Because I would like to, you
know, see the comparison of what would have been the
revenue generated versus -- you know, because the
interesting thing is the TAT is the multiplied
percentage of tax per day. The maintenance fee is a
fraction -- a fraction, the opposite way, of the
maintenance fee per month. So for me, obviously,
they've gone to opposite ways of trying to calculate
what it was. I will tell you now, I will not view
time-share as residential property and give them any

type of residential consideration.
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MR. YOUNG: Thank you, Mr. Hokama. The calculation is

actually I guess rather simple, if you're willing to
allow me to basically table napkin it, because
time-shares do pay TAT. 1It's all in a matter of how
they -- you know, what they consider as their
monthly revenue. As illustrated on my slide 18,
what they consider revenue equates to only about
$543 a month, and that's the average maintenance
fee, as opposed to Hotel, where we're calculating
TAT on a RevPAR basis.

The Transient Accommodation Tax, as outlined
in page 1-6 of the Program Budget, Maui County
receives 22.8 percent of the 44.8 percent that is
distributed to the counties. The State retains 55.2
percent of the TAT collected. Therefore, 22 percent
of 44.8 percent, the County effectively gets 10.2
percent of all TAT collected. There's 1,700
time-share properties, approximately, give or take,
in the County of Maui. If we assume that those
1,700 have the same RevPAR as hotels, we would be
able to figure out what is the comparable TAT
collection basically, and it would not be -- it
would not be -- it would not be much. If you allow

me I can calculate it out.

VICE-CHAIR HOKAMA: Okay. Well, I prefer a written
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CHATIR

response, Chairman, so that we can have it
documented, people that would like to also view it
to see whether it's a fair analysis on our part or
not that can do so, but I will share with the
Department I believe that in the January conference
that all the counties attend at our HSAC gathering
we did have representatives from the State
Department of Taxation as well as I think it was
from Business Economic Development and Tourism, we
had deputies of those departments that came and made
presentation with hard copy comments about the
differential differences from total units broken
down Statewide to the type of revenues generated
Statewide and broken down by counties.

And if anything showed Maui County to have a
great disparity of the revenue stream and how much I
feel other tax categories have supported that one
group, I'd be happy to make that information
available to the Department. And that came from the
State departments. So, Mr. Young, I'll be happy
again to forward whatever information we have for
your -- for your Department's use.
KANE: Okay, Members, and I'll recognize you in a
moment, Members who want to be recognized. So we'll

be sending a request to Mr. Young to respond to the

RALPH ROSENBERG COURT REPORTERS, INC.
(808) 524-2090



BF 3/22/05 146

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

question posed by Mr. Hokama, and that would be sent
back to us at the time Finance can do so.

Mr. Mateo, you had any additional? Okay,
thank you. Mr. Molina.

COUNCILMEMBER MOLINA: Yeah, thank you, Chair. I had two
questions not on the presentation, but it is a real
property tax qguestion related to the projected
valuations, but I'll just go ahead -- in honor of
your request to I guess sort of curtail our
questions because of the time constraints we have,
T'11 submit them to Staff. And I think some of us
here are a little anxious to get down to the west
side. If you recall last year, there was a traffic
accident on the Pali and several of us were late to
the public hearing, so I'm just interested in, you
know, moving on and then we can go on down to the
west side and hear what the folks have to say about
our budget. Thank you, Chairman.

CHAIR KANE: Thank you, Mr. Molina. Mr. Pontanilla.

COUNCILMEMBER PONTANILLA: Thank you, Chair. I just want
to thank the Director in regards to having this
analysis made for time-share. 1In the budget process
did you allow for any appeal costs once we come
through with this time-share taxation?

MR. YOUNG: There is an imbedded evaluation for appeals,
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but again, that's just an estimate, guesstimate.
There's no way of telling how many people will
appeal, which properties will appeal, but it is
imbedded into the overall revenue for -- or the
estimate of value for each of the classifications.

COUNCILMEMBER PONTANILLA: Okay, good. Thank you. Thank
you, Chair.

CHAIR KANE: Thank you. Any more discussion? Member
Tavares.

COUNCILMEMBER TAVARES: I have a question. Are you able
to provide information rather quickly if we are
coming up to what if scenarios? What if we change a
rate from X to Y, what if we increase an exemption
from something to something, how soon is your
Department able to get that information? I mean is
there a computer they can bring up here and actually
show us those scenarios? Or do we have to bring,
you know, Hal?

MR. YOUNG: Ms. Tavares.

COUNCILMEMBER TAVARES: I'm dating myself. Sorry.

MR. YOUNG: I know =--

COUNCILMEMBER TAVARES: The computer that took over the
world.

MR. YOUNG: If you're talking about a calculation of the

rates, changing of the rates, the handout that I
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provided as an -- as a separate supplement to the
slide presentation, it illustrates the estimated
calculated values that we used in terms of
structuring the budget. I'm referring specifically
to column A, where these are the estimate of values
for each level classifications. They do take into
account potential appeals. If you set the rate to
whatever you like, I'm looking at column D, this
calculation will show you what is the -- basically
the effect in the change in revenue. That is simple
calculations. Other items, i1f you were to, say,
increase the homeowner's exemption, for instance,
that would be a much more complex analysis. Right
now, you know, the homeowner's exemption -- the
effect of the homeowner's exemption at the levels
that they are now are reflected in the estimate of

value.

COUNCILMEMBER TAVARES: Okay.

MR. YOUNG: But if you were to change it or propose to

change it, that would be a much more cumbersome

calculation.

COUNCILMEMBER TAVARES: Okay. So this is on a spreadsheet

that you can easily whip something up if we change

the rate in any one of those are more?

MR. YOUNG: Yes, if it's rate, you know, if you -- if you
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wanted to do the simple math, it's simply, you know,
the estimate of value in column A times by the rate
for every thousand in column B and that gives you
column C, essentially. So that part is a simple
calculation. If you wanted the spreadsheet I could
make it available to any members for your personal

use.

COUNCILMEMBER TAVARES: We're just asking. And say, okay,

we want to change this one or whatever.

MR. YOUNG: Yes.

COUNCILMEMBER TAVARES: Thank you, Mr. Chair. So I guess

CHATR

any information we need about an impact of a
homeowner's exemption increase, we would put that in
writing and have the Department work on it to give
it to us later. Thank you.

KANE: Thank you. Any further questions before the
Chair adjourns the meeting for this afternoon?

Hearing none.

COUNCIL MEMBERS VOICED NO OBJECTIONS. (excused: GRH and JAJ)

CHAIR

ACTION: DEFER pending further discussion.

KANE: As Mr. Molina pointed out, Members, if you do
have any more guestions that you would like a
response to, please provide those questions in
writing to the Budget Staff and they will go ahead

and accommodate those requests over to the
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1 Administration for a response.

2 Hearing no further discussion, Members, time
3 now is almost 3:25. We meet in Lahaina at 6:00 p.m.
4 at Lahaina Civic Center. This meeting for the 22nd
5 of March is adjourned. (Gavel).

6 ADJOURN: 3:24 p.m.
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